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1. Introduction 
 

In this part of the thesis the research problem is presented. First a short background 

discussion is given to situate the reader in the context. This is followed by a 

problem discussion that narrows the research towards the research questions, and 

the purpose of this thesis.  

 

1.1 Background 
 

During the last decades the world has dramatically changed, new patterns that had 

not been seen earlier became evident all of a sudden. Towards the seventies the 

information revolution started to transform organisations (Drucker, 1998). There 

were however greater structural differences to come. Travelling between different 

countries for pleasure on a regular basis became normal, watching television 

programs from around the whole world became reality, and the introduction of the 

Internet to the masses brought the world together. Therefore, it is nowadays 

possible to follow, with a slight delay, what happens in almost all the countries of 

the world.  

 

The environment in which companies compete has changed considerably during 

the last decades, actions taken by international bodies, governments and businesses 

have provoked an internationalisation and globalisation of the industries (Vahlne & 

Nordström, 1993). The European Union1 decided in 1987 to remove its non-tariff 

barriers (such as borders and value-added taxes), but the thoughts of regional free 

                                           
1 European Union = EU 
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trade between the European countries date, however, back to 1960 when the 

European Free Trade Association2 was formed. The North American Free Trade 

Agreement3 came into force in 1994. It should be noted that there are numerous 

free trade organisations around the world, fighting for economic strength in their 

region. (Husted & Melvin, 1998) The creation of these organisations proposes, 

according to Husted and Melvin (1998), that the regionalism is strong in today’s 

society. They get support from Drucker (1998) who believes that the 

internationalisation is no longer utopia, and that the earlier stage is regionalism. A 

regionally structured world brings different countries together, and considers the 

different regions as local markets (Ibid).  

 

Drucker (1998) means that when the industrialisation started, labour and capital 

were scarce resources. The society has gradually changed and the scarce resource 

in organisations nowadays is knowledge. The change towards a more knowledge 

oriented world makes it possible for firms with limited capital to successfully 

compete, not only on the domestic market, but also on the international market. 

Still, the differences between small and large companies should not be disregarded. 

What Drucker (1998) indicates is that it is possible for small firms to compete 

internationally, not that they can compete on the same basis as their larger 

competitors. 

 

1.2 Problem discussion 
 

Whenever a firm decides to internationalise itself it has to take various decisions 

that will determine its future profitability and survival. A firm can choose to enter 

                                           
2 European Free Trade Association = EFTA 
3 North American Free Trade Agreement = NAFTA 
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a variety of different countries using different strategies. Depending on what 

theoretical beliefs about firms the theorist has, the outcome for a given firm might 

give ambiguous indications regarding how its internationalisation process will be. 

What the theories say does not always coincide with how firms internationalise, 

which makes it possible to find anomalies.    

 

The internationalisation theories have been extended and modified during their 

existence. Parting from the same core, different authors have chosen different 

paths for how to expand the theories. Although these expansions all have the same 

core, the additions totally change the meaning and explanatory value. One of the 

theories that this master thesis will focus on is the Uppsala model as it was 

originally depicted. The focus of the thesis is thereby set on the main contributions 

of the theory. This view will be complemented with Porter’s ideas about 

internationalisation4.   

 

The most accepted paradigm of internationalisation, the Scandinavian School of 

Management, or as it is called in this thesis, the Uppsala model, was constructed 

from studies in rather large manufacturing firms5. Another approach is the Eclectic 

paradigm which combines economic theories with monopolistic competition, 

location and transaction costs (Johanson & Vahlne, 1990). The eclectic paradigm 

has its roots in the industrial organisation of the firms. A third approach would be 

the theoretic foundation that positions itself between the Uppsala model and the 

Eclectic paradigm, which could be called the Industrialisation model. The 

Porterian framework presented in this thesis could be considered an 

                                           
4 The thesis writer will refer to Porter’s theories as the Porterian framework. It is based on Porter (1986) and Porter 

(1998). 
5 The firms that were studied were firms that were large in Sweden when the study was performed, since then 

overall company size has grown, which makes the thesis writer call the firms rather large. 
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industrialisation model, thus creating a bridge between the Eclectic paradigm and 

the Uppsala model.  

 

The research idea for this thesis parts from the belief that there is a significant 

difference between the behaviour of a firm with relatively limited resources and a 

large firm. The thesis writer finds it interesting to see to what extent the Uppsala 

model explain the internationalisation process of a small firm. The case company 

of this master thesis is Bukowski design.  

 

While big firms usually have different people to cover the different managing tasks 

that have to be done, in a small firm the same person can be responsible for various 

tasks. Various authors (see for example Menguzatto, 1995) have tried to relate the 

decision process to the process of interpreting information. It is possible that a 

small firm with limited resources will not have the same possibilities to interpret 

and analyse all incoming information, this could possibly limit the firm’s 

internationalisation process.   

 

The internationalisation of a firm can be seen as a product of a firm’s capabilities. 

In this view other aspects than those presented by the Uppsala model becomes 

important. Porter (1986) discusses how firms internationalise depending on aspects 

such as the firms structure, and the industry structure. The thesis writer wants to 

know if it is possible to complement the Uppsala model with the Porterian 

framework to get a more solid framework for internationalisation.  
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1.3 Research questions 
 

The problem discussion proposes various interesting research questions for this 

thesis, and the direction of this study is decided through the following questions. 

  

To what extent can the Uppsala model explain the internationalisation process of a 

small firm? 

  

In which way can the Porterian framework complement, and help to explain the 

internationalisation process of the firm? 

 

What limits small firms’ international expansion? 

 

1.4 Purpose 
 

The purpose of this thesis is to study to what extent the Uppsala model is 

applicable to a small manufacturing firm, and to see if the theory, combined with 

the Porterian framework, can provide a more solid framework for the description  

of the internationalisation process of the firm. 

 

1.5 Prerequisites 
 

The reader of this thesis should have basic knowledge about Porter’s theories, 

since only limited parts of his theories will be described and used in this thesis, but 

these parts should be understood in their context.  
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1.6 Study object 
 

The study object of this master thesis is Bukowski design, a small firm with five 

employees in Sweden, but with important activities abroad. The firm sells, designs, 

and controls the manufacturing of its products, mainly teddy bears. The company 

is present in most of the world’s countries, and it uses mainly agents to sell its 

products. A more elaborate description of the firm, which also explains some of its 

history, is given in 4.1. 
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2. Method 
 

This chapter intends to clarify the thesis writer's view on knowledge, and how it 

relates to this study. This information is also needed to make it possible for the 

reader to fully understand how the study has been carried out, and how the thesis 

writer's standpoint influences the study. This is relevant since Arbnor and Bjerke 

(1998) mean that different views on methodology make different assumptions 

about reality, knowledge etc. The thesis writer believes that it is important to 

reflect about how the writer’s view influence a study. Arbnor and Bjerke (1998) 

mention that it is important that an investigator reflects about the view that he 

adopts, since it gives a better understanding of what limitations that have to be 

done to the study and its results.  

 

2.1 The thesis writer's view on reality 
 

The thesis writer believes that people interpret reality in different ways which 

makes it seem as if there are many interrelated realities. This can be clarified as a 

belief that the social environment and the individual conditions decide what the 

person is capable to perceive of reality. In other words, reality is not truly detached 

from subjective thinking, although it sometimes can be handled as if it was. Even 

though people are able to agree upon how the world functions, the same words can 

have a partially different meaning for different individuals. The thesis writer, 

however, believes that there is a “true” reality, but that it cannot be fully depicted 

by humans. The reason for this is that humans are not able to observe, and 

interpret, so many stimuli at once. The humans’ limitations are, for example, 
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discussed by Solso (1998). The limitation makes it necessary for the humans to 

choose which stimuli to interpret and observe. This process depends on various 

factors such as interests, social class, age, etc. The stimuli a person unconsciously 

decides to react to will condition what the person perceives as reality. (Ibid) The 

concept that reality is independent of the individuals is considered by Arbnor and 

Bjerke (1998) as an analytical view, whereas reality as a social construct 

corresponds to an actors view. The thesis writer, however, adopts what Arbnor and 

Bjerke (1998) call a systems view, since the thesis writer believes that “true” 

reality can be seen as a system, created of the different perceptions about the 

reality. How these different views are related to how the reality is interpreted can 

be seen in the following figure. 

 

Although the perception of reality is different among people, this does not 

necessarily mean that all the facts are “out there”, waiting to be observed by 

anyone, and that they can then easily be interpreted in a holistic way. One of the 

assumptions of the system view is, according to Arbnor and Bjerke (1998), that 

some kind of objective reality exists, although it can be coloured by subjective 

Reality as 

concrete, and 

law-bound, of us 

independent 

structure 

 

Reality as 

concrete 

deterministic 

process 

Reality as a 

mutually 

dependent field 

of information

Reality as a 

field of 

symbolic 

discussion 

Reality as a 

social 

construction 

Reality as a 

manifestation 

of human 

intention 

Analytical view 

System view

Actor view 

Figure 1 Six views on reality (Adapted after: Arbnor & Bjerke, 1998, p. 61). 
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thinking. The thesis writer believes that this assumption quite well describes his 

view on reality. Therefore the writer believes that even small observations, can be 

able to add aspects that can be included into peoples reality. This idea also fits into 

what Arbnor and Bjerke (1998) call a systems view, where different parts can be 

added up to a whole. They mean, however, that it is important to pay attention to 

how the parts are assembled, otherwise the sum of the parts might differ from the 

value of the separate parts.  

 

How the air create swirls around the wings of an aeroplane can not be observed by 

most people, however, in special settings this airflow can be observed, and can 

then be included into the reality of many persons. To sum up, the thesis writer 

believes that the humans’ perception of the world is influenced by their social 

environment, as well as, perceptual limitations. This selective perception is one of 

the reasons that the thesis writer chose to use a tape recorder, since this makes it 

possible to listen many times to a recording, paying attention to different aspects,  

and thereby to make a better interpretation.  

 

2.2 The thesis writer's view on knowledge 
 

Following from the thesis writer's view on reality, a few remarks can be done when 

it comes to knowledge. What the thesis writer would call knowledge is probably 

different from what another individual would call knowledge. Already the need to 

discuss what reality is, proposes that knowledge has an individual nature. The 

reality that each individual perceives in everyday life is, however, only an 

abstraction, or to use the words of the system view, only one part of a bigger 

system, that could be considered the “true” reality. This induces the thesis writer to 

believe that knowledge of an individual is created in the moment when the person 
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interprets the reality. The thesis writer wants to transmit his interpretation of the 

internationalisation process of the firm to the reader by applying empirical data 

that have been gathered to existing theories. Arbnor and Bjerke (1998) argue that 

although the reality is perceived as a field of symbolic discussion, it is possible to 

argue that parting from specific actions, similar pattern can be found in different 

cases, as long as the context is not changed.   

 

The thesis writer believes that knowledge is an abstraction of reality, that makes it 

possible for humans to understand more complex patterns through some key 

concepts. This view is particularly shared with scientists within the natural 

sciences which construct abstractions of the world to describe processes that can be 

observed. The degree of truth of knowledge could be considered relative, what is 

true in some cases might not be true in others, that is, it can depend on the context. 

For example, Newton’s theories have been proven to be an approximation to the 

relativity theory first presented by Einstein, the predictions are only valid for 

relatively low speeds (Wolfson & Pasachoff, 1999). The reason that Newton’s 

theories have not been rejected is that they are relatively good approximations, and 

that they are more operational than the relativity theory.  

 

Some theories can, after they have been falsified, be used if they provide 

explanations to some particular processes that have not been falsified. If a theory 

has no explanatory value, then it should be rejected and another theory should be 

used instead. The thesis writer, however, does not believe that theories 

automatically should be rejected if they are falsified. This due to the belief that a 

theory is constructed by various components that make up the system (Arbnor & 

Bjerke, 1998). It is enough that one component is missing, or wrong, to make the 

theory false. Therefore, the thesis writer proposes that rather than rejecting a theory 

directly, it should be adjusted, if possible. The thesis writer is more interested in 



Method 

-11- 

knowledge that is possible to operationalise, and gives a relatively good 

understanding, than knowledge that cannot easily be used, although it gives a 

better understanding. This does not mean that the thesis writer is not interested in 

knowledge that is not possible to operationalise, it is rather an expression of the 

need to create knowledge that is useful, although it is an abstraction.  

 

The thesis writer believes that by adopting a critical view on knowledge and 

human nature, it has been possible to strive for a study that tries to eliminate some 

of the risks that are related to the thesis writer’s view on reality and knowledge. 

For example, the thesis writer has listened various times to the recording of the 

interview to be able to not leave out any information. It is however true that the 

author has made a selection of what he considers is important for the study and this 

type of selection depends on what the thesis writer perceives as important. The 

thesis writer’s view on knowledge affected the choice to use the Uppsala model, 

since this model has been criticised because it only explains one part of the 

internationalisation process of the firm. If the thesis writer would believe that as 

soon as a theory is falsified  it should be rejected, then the Uppsala model should 

not have been used, since it does not provide perfect explanatory value in all 

settings. Arbnor and Bjerke (1998) mean that researchers with a systems view can 

use experience from studies that depict isomorphic contexts. This makes the use of 

the Uppsala model interesting since the thesis writer believes that the context is 

partly different in this study. The belief that knowledge is created when an 

individual interprets the reality proposes that knowledge is dependent of the 

individual. This apparently stands in conflict with the premise that knowledge’s 

truth-value is detached from the individual’s beliefs. The thesis writer, however, 

argues that if other people will come to the same conclusion, although they have 

interpreted the reality slightly different, then the truth-value of the knowledge is 

detached from individual’s beliefs.  
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2.3 The thesis writer's view on methodological 
approach 

 

Depending on how an investigator perceives the world, and what he considers to 

be knowledge, he will use different methodological approaches. In this case the 

systems view has made it necessary to reflect during the work about what was 

studied and how this could be studied separately from the rest of the system. Also 

as more knowledge was acquired, the problem formulation changed. 

 

2.3.1 Deductive approach 

 

This study parts from a theoretical point of view. The research questions, rather 

than being formed for a specific company, are on a more general theoretical level. 

The deductive approach is, according to Arbnor and Bjerke (1998), used when 

general rules are applied to a specific case. The thesis writer will not try to explain 

to which extent the study has an interaction between deduction and induction, 

because he believes that this interaction always exists and that the important 

question is what the main approach has been. In this particular study, the first stage 

was the creation of a framework, and then the empirical material was collected. 

The assumption from the very first moment, was that there are discrepancies in the 

theoretical knowledge within the field studied, that could be interesting to 

investigate. The use of a deductive approach made it necessary for the thesis writer 

to decide what to study, at a relatively early stage. The thesis writer believed that it 

was necessary to gather as much theoretical information as possible about the 

internationalisation process of a firm. When the thesis writer had read some 

theories the idea to apply the theories to a different field than originally intended 

arose. The thesis writer did not know at this stage if the Uppsala model would be 
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able to describe the internationalisation process of a small firm, or if the 

assumption that a model that parts from the industry would be able to explain what 

part of the process was defendable. Since a complex interaction between 

environment and firm was studied, it was defendable to first study some theories to 

try to find out how the two systems are interrelated. The systems view made it 

necessary to constantly refine the view about the internationalisation process, and 

to make corresponding changes in the material for this thesis. As the thesis writer’s 

view on internationalisation became clearer, a redefinition of the questions that 

were going to be posed was made, thus giving the study a slightly different 

approach.  

 

2.3.2 Combining a positivistic with a hermeneutic view 

 

The thesis writer believes that to describe how he relates to science, two different 

views can be combined. The positivistic view, according to Alvesson and 

Sköldberg (1998), is more concentrated on systematisation of the researchers 

experience, which makes data recollection and structure crucial. Another important 

aspect is that a positivistic view represents a search for general laws that should be 

true in every setting. The thesis writer believes that it is desirable to be able to 

construct this kind of theories, but believes at the same time that within the social 

sciences it is almost impossible to find patterns that are possible to generalise to 

this extent. Arbnor and Bjerke (1998) mean that a researcher that adopts a system 

view usually cannot generalise the results, since the knowledge is tied to the 

system studied. The thesis writer finds it convenient to have a more hermeneutic 

view, which separates the social science from traditional science (Alvesson & 

Sköldberg, 1998). The hermeneutic view includes the assumption that people 

interpret the world in different ways. The thesis writer believes that this is true, and 
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that it is important to take this into consideration when studying social phenomena. 

According to Arbnor and Bjerke (1998), the hermeneutic researcher tries to have a 

holistic view, and a common approach when a systems view is used is to try to 

understand how the parts are related to the whole system. The latter is the result of 

the belief that the value of the parts does not coincide with the sum of the parts 

(Ibid). When combining the positivistic and the hermeneutic view, it is possible to 

relate to it as critical hermeneutic (Alvesson & Sköldberg, 1998). The critical 

hermeneutic perspective, provides a good starting point for this study. It permits 

the investigator to interpret data from a hermeneutic point of view, at the same 

time as it provides falsifiability (Alvesson & Sköldberg, 1998). The thesis writer 

believes that theories should be falsifiable, and Chalmers (2002) also argues that 

this is important, and means that the theories should not only be falsifiable, but 

strongly falsifiable. This means that theories should be constructed so that they 

easily can be falsified if they are false. The view on reality that is presented by the 

critical hermeneutic view is possible to combine with the thesis writer's view on 

reality and knowledge. Arbnor and Bjerke (1998) write that a systems view 

researcher will choose between an explanative or a hermeneutic view.   

 

How the thesis writer relates to science leaves footprints in this study. Since he 

believes that it is very difficult to obtain total objectivity, due to for example 

different interpretations of reality, the study will be coloured by the writer's own 

ideas. It should however be noted that, this is not the same as deliberate thinking. 

The thesis writer has tried to handle the empirical material as objectively as 

possible, but it stands clear that when analysing the data subjective thinking has 

been included. It is possible to argue that in a world that is differently interpreted 

by different individuals, the best the investigator can do is to achieve limited 

objectivity (Eriksson & Wiedersheim-Paul, 2001), which is the case in this study. 

In other words, the thesis writer has tried to work objectively, but it is difficult not 



Method 

-15- 

to include any subjective thinking. Already the creation of an interview guide 

includes various stages that deal with subjective thinking, what questions to ask, 

and how to ask them depends on what the individual believes is important. A 

critical hermeneutic perspective, makes it difficult for the thesis writer to 

generalise the findings of this study to other settings. According to Alvesson and 

Sköldberg (1998), the contribution of the critical hermeneutic perspective is, 

however, to question existing theories. They further argue that scientists with this 

view are needed, since there is no clear evidence that today’s scientists are totally 

neutral. The thesis writer wanted to question the Uppsala model, since he believed 

that it only provides a limited description of the internationalisation process, and 

that this description could be completed with the inclusion of other theories 

concerning internationalisation. The thesis writer avoided to let his assumption 

influence the study, therefore he tried to apply the Uppsala model as far as possible 

before he tried to complement this model with the Porterian framework.  

 

2.4 The study 
 

This part will explain how the study was carried out, as well as what decisions 

were made during the study. The most important, and also difficult part of the 

study was to decide what to study, and why. It is feasible to believe that, some 

choices that were made in this study have affected the outcome of the study, 

therefore this section tries to give the reader an opportunity to decide the reliability 

of the study by himself.  
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2.4.1 Choice of firm 

 

While the Uppsala model of internationalisation studied rather large firms, this 

study focus on small firms, which means that it is feasible to believe that the 

explanatory value of the theory should be reduced. This loss of explanatory value 

is the result of an extrapolation of the theory to settings that it was not explicitly 

designed for, which means that new factors can interfere with the theory and make 

it less valid. The choice of focus has been done intentionally to see if it is possible 

to extrapolate the Uppsala model with good results, or not. The only remark that 

should be done regarding this is that although it is possible that the Uppsala model 

does not provide a good framework for small firms, this does not prove that the 

theory is obsolete in other settings. It is also important to remark that whereas in 

this study Porter (1986,1998) has been used to complement the Uppsala model, 

there are many other authors and ideas that could be used. The use of Porter is the 

result of the thesis writer’s interest for the work of this author, and also the fact 

that his theories are easy to operationalise. The thesis writer’s intent to interpolate 

the Uppsala model to a new setting could be related to the system view. According 

to Arbnor and Bjerke (1998), the researcher that uses a system view, usually tries 

to find analogies between cases that have similar structures. 

  

This thesis is based on one illustrative case study, that describes the 

internationalisation process of a small firm. Arbnor and Bjerke (1998) argue that in 

the systems view, usually the number of study objects is reduced, since there is so 

much data that has to be handled. They further claim, that in some cases only one 

particular study object is used. The thesis writer means that more study objects 

would have limited the possibilities to understand in depth the internationalisation 

process, given the limited time for the elaboration of the thesis. When the thesis 

writer had to choose a firm, he could have chosen firms that are very different from 
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the firm that was finally chosen. It is possible to argue that this study therefore 

does not provide enough evidence as to be able to shed a light over the 

internationalisation process of all small firms. Arbnor and Bjerke (1998) mean that 

the systems view researcher will try to find cases that are representative for a 

specific type of system. The thesis writer argues that this is the case in this study. 

Therefore, the thesis writer believes that it is possible to draw tentative conclusions 

that apply to firms with similar characteristics. It is important to state that the 

choice of firm for this study influences what conclusions can be drawn, also the 

fact that only one firm was studied makes it more difficult to generalise the results. 

The patterns that the thesis writer has been able to detect, could possibly be found 

in other firms that have the same kind of characteristics as the study object. There 

is, however, a risk that the study object is unique, which would reduce the 

possibilities to generalise, but the study object has, however, been selected since 

the thesis writer believes that it is reasonable to believe that it is not very different 

from many other small firms with similar characteristics. It is feasible to believe 

that every firm is different, but the thesis writer believes that to some extent the 

problems that a firm of a certain size, with a certain product type faces will be 

quite similar although not identical. Bukowski design, the firm of this study, was 

not the first firm the thesis writer contacted. There were other firms that the thesis 

writer would have wanted to include in the study as well. This was, however, not 

possible because of the limited size of the firms that were contacted, which made it 

difficult for them to take the necessary time for a study like this. The thesis writer 

believes that the firm chosen is a good example of a firm that is small and that has 

been able to grow outside its own country. One important consideration that was 

taken when the thesis writer contacted firms was that the firm should have started 

its internationalisation quite recently, otherwise, it could be difficult for the 

interviewee to remember, for example, decision processes. Another important 

consideration was that the firm should be able to some extent to represent a small 
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Swedish firm. These restrictions affected the choice of firm, the thesis writer had 

thought of using Björn Borg as case company, but it is feasible to believe that it 

has a quite different capital provision than a small firm. Still, it is possible to claim 

that one firm cannot represent all firms, which is true and limits the validity of the 

results. But considering the firm as an illustrative example of a small Swedish 

firm, the thesis writer will consider the firm as a representative for other firms with 

similar characteristics. This is possible to do since the thesis writer assumes that 

similar firms act in a similar context, and that they therefore have to face similar 

problems, and decisions. The choice of firm has probably affected the outcome of 

the study. It is possible that to be able to describe the internationalisation process 

of another small firm, other aspects would have been highlighted as important. 

Therefore, the thesis writer, has only drawn tentative conclusions that lie within the 

scope of the study. Also the systems view, as described by Arbnor and Bjerke 

(1998), proposes that the results cannot be generalised outside the context.   

 

Bukowski design fulfils the above stated characteristics, and it also has some other 

characteristics that makes it interesting for this study. The firm is present on almost 

all world markets, and its products are produced outside of Sweden. Another 

characteristic that is interesting to make the study more reliable, is that it is 

possible to study the decision process since only one person was involved. On the 

other hand, this is also the biggest drawback with the firm, that it is not possible to 

get the information confirmed by a second source. Moreover, there is a risk that the 

interviewee does not fully remember all the details about the internationalisation 

process or even the risk that the interviewee lies (Arbnor & Bjerke, 1998). In this 

case, the interviewee seemed to remember with great detail the first, as well as, the 

last steps of the internationalisation. Most of the intermediate steps of 

internationalisation were not recalled by the interviewee with great detail. The 

thesis writer believes that the information the firm has provided is reliable, since 
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the interviewee only seemed to mention what she remembered, leaving out the rest 

or asking an employee. There is, however, another risk that Arbnor and Bjerke 

(1998) mean arise when studying historical events, the data the interviewee 

provides can have been altered to rationalise the interviewee’s behaviour. 

  

2.4.2 Qualitative approach 

 

The thesis writer chose to do a qualitative study for this thesis, with the main 

reason being the need to get deeper information about the study object. Another 

reason was that the thesis writer wanted to study past events, and according to 

Lekvall and Wahlbin (2001), this is best done by a qualitative study. Arbnor and 

Bjerke (1998) write that a researcher that uses the systems view can study 

historical events, and he can also use case studies. The thesis writer tried to get 

subjective thoughts about a particular study object, and was not interested in how 

these were related to other possible study objects. This could, however, be an 

interesting question for further research. A more quantitative approach would 

strive to give the objective view on certain aspects, for this study, however, this 

was not possible. The thesis writer realised that to make a quantitative study with 

statistically significant results would impose a too big time consumption, and 

population. 

 

Since this thesis studies how the Uppsala model can be complemented by the 

framework of competitive advantage, it is important to try to give a holistic view 

of the decision basis. This would, according to the thesis writer, not be possible in 

this study using a quantitative method. The main reason is that it is not easy to 

standardise questions that would give a complete picture, especially since this 

could be seen as a study with partly new focus on the internationalisation process 
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of the firm, trying to complement the Uppsala model with competitive advantage. 

The thesis writer believed that it was necessary to understand how the values of the 

study object are mixed with a competitive framework, to be able to study the 

questions that were interesting for this study.  

 

2.4.3 Interview 

 

The choice to use interviews for the data capture can be seen as a result of the 

systems view, where interviews, according to Arbnor and Bjerke (1998), are very 

common, and questionnaires are almost never used. 

 

When the thesis writer had chosen a firm and a research method, the focus was set 

on how to perform the interview. It was important for the thesis writer to talk to the 

maximum number of persons that knew something about the internationalisation 

process. In the initial contact with the firm, the thesis writer realised that only one 

person was involved in the decision process of the firm’s internationalisation. 

Therefore, only one interview was booked, and it was carried out 24/11, 2003 in 

the firm's premises. This was done on purpose since it makes it possible to get an 

impression of the atmosphere of the firm (Cooper & Reimann, 2003). The thesis 

writer believes that only one visit is not enough to fully understand the atmosphere 

of the firm, but that it still gives valuable information, when it comes to 

interpreting the results. Another important reason for carrying out the interview in 

the firm's premises was to relax the interviewee. The firm's premises could 

possibly remove unnecessary tensions that, otherwise, could have affected the 

interview negatively. The thesis writer interpreted the interview situation as 

relaxed, and he also felt that it was possible to get a sense of the working 

environment. It is possible that what the thesis writer interpreted as a relaxed 
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environment affected the study positively, since the interviewee seemed sincere 

and calm. The thesis writer also felt that the interviewee felt that this study was 

important, and that she wanted to provide as good information as possible. When 

the interviewee did not remember some details, she asked one of her employees. 

The thesis writer believes that an interview was the best method to use to make it 

possible to understand the internationalisation process of the firm. The interview 

was recorded on tape, which made it possible for the thesis writer to maintain 

focus on what the interviewee says, and thereby to prepare adequate follow-up 

questions. It is, according to Lundahl and Skärvad (1999), common to use a tape-

recorder during unstructured interviews because the investigator can then better 

interpret the answers. The disadvantage is that it is possible that the use of a tape 

recorder can affect the interviewee negatively (Ibid), however the thesis writer 

explained to the interviewee that no quotes from the interview would appear in the 

thesis. The thesis writer did not perceive that the use of a tape recorder made the 

interviewee feel uncomfortable with the situation. Moreover, he believes that some 

of the information that he was told, depends on a mutual trust between him and the 

interviewee that no vital information about the firm would leak out. Therefore, 

many times the thesis writer possesses more knowledge than is presented in the 

thesis, which can sometimes give the reader a sensation that the thesis writer 

knows more than is written in the thesis. The thesis writer, however, has tried to 

include as much information as possible without exposing the firm too much.  

 

The interview was rather unstructured, the thesis writer had prepared some 

questions within the field of interest, but they were mostly used as a check list for 

which areas to discuss. Unstructured interviews give the interviewee great liberty 

to decide what to answer, and these types of interviews also capture more of the 

interviewiee’s personal values (Lundahl & Skärvad, 1999). It was rewarding that 

the interviewee many times took the command, and spoke freely about the 



Method 

-22- 

organisation, its aims and other topics related to the subject. At the end of the 

interview, the thesis writer asked if it was possible to call the interviewee to 

complete the data gathering, if needed. The thesis writer contacted the interviewee 

to assure that he had correctly understood what the interviewee had said about the 

factories of the firm, this was done since the factories were discussed at the 

beginning and towards the end of the interview, and the thesis writer wanted to be 

sure that when combining the two parts the resultant would represent the situation 

of the firms. No further questions were asked, since the thesis writer did not 

consider it appropriate nor needed for this study.  

 

2.4.4 Data handling 

 

As has earlier been said, some parts of the empirical material have, although it 

could be interesting, been excluded from the thesis. It has, however, produced a 

better view of the firm for the thesis writer, which makes it possible to make better 

interpretations of the data. The validity of the data has to some degree been 

controlled with other people that have superficial knowledge about the firm, these 

people, however, do not have any insight into the decision process. The thesis 

writer listened to the recorded tapes several times, and wrote down what he heard. 

After the text was written, the thesis writer listened once again to the tapes to be 

sure that nothing was left out, and that the presentation of the firm was correct. 

Thereafter a selection of what information to include in the thesis was done. The 

thesis writer’s aim with this rather time consuming way of handling the data was to 

try to eliminate any misinterpretations that could have been the result of a faster 

process. Therefore, the thesis writer claims that the empirical material of the work 

represents what the interviewee said, and that the text reflects what the thesis 

writer interprets as important for this study. The thesis writer would like to claim 
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that the iterative process of listening to the tapes and write down what the 

interviewee said refined the empirical material. The reason that the thesis writer 

believes this is that some issues that the interviewee mentioned could only be 

understood when heard in a broader context. The thesis writer has not been able to 

find any inconsistencies when comparing what the interviewee said with the firm’s 

current establishments. As a result, one conclusion that is drawn is that the 

interviewee has not lied about any establishment, as far as the thesis writer knows.      

 

2.4.5 Case study 

 

Lekvall and Wahlbin (2001), as well as Eriksson and Wiedersheim-Paul (2001), 

write that a case study is characterised by the study in depth of a few cases. This 

master thesis is based on a case study, the study object Bukowski design has been 

thoroughly studied, and analysed. The focus of a case study is not to compare 

different study objects, or to generalise to a broader group. (Lekvall & Wahlbin, 

2001). The thesis writer argues that the case study approach fits well with the 

systems view, since the system is in focus and no generalisation outside the system 

is considered. This study wanted to, in a first step, identify the internationalisation 

process of the case company, which made it necessary to understand the 

underlying values and motives for the decisions taken by the firm. Lekvall and 

Wahlbin (2001) argue that a case study can be used for identification of processes, 

underlying values and motives. They further argue that it is valuable when the 

researcher does not know what aspects are important. The thesis writer means that 

the study of a specific case made it possible to better understand the 

internationalisation process of the firm, since it is important to consider many 

aspects to be able to understand the process. Therefore, the thesis writer chose to 

study many aspects, but with only one case. Eriksson and Wiedersheim-Paul 
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(2001) write that case studies are used when the researcher wants to study many 

aspects, but uses few study objects. A case study can be used to generate new 

theories (Ibid). The thesis writer argues that the analysis of this thesis generates 

new unproved theoretical knowledge, which can be seen as an extension of the 

existing theories within the field of study. Ejvegård (2003) argues, however, that 

the researcher must be careful when drawing conclusions. He means that before 

the conclusions can be considered accepted more studies, with a different approach 

should be conducted. The thesis writer would like to stress the importance of 

conducting further studies, this is expressed in this thesis in the section that treats 

further research.   

 

2.4.6 Criticism 

 

Whenever a study has been made it is necessary to consider its validity, and to find 

factors that can reduce its value. This becomes especially important in the human 

sciences, Salner (in Kvale, 1991) argues that empirical studies in the human 

sciences have been accused of lacking validity. He further means that one of the 

main issues is the difficulty to separate objectivity from subjectivity in this field. 

The thesis writer agrees with this idea; it is difficult to say what is objective and 

what is subjective in this study. According to the thesis writer's view on reality, 

every person will perceive different things in the world, depending on what his 

brain interprets as important, the broad picture will, however, be quite similar. This 

effect has been reduced in this study since the thesis writer listened to the tapes 

several times, which made it possible to partly eliminate some of the shortcomings 

of the human perception. The reason for this is that listening to the tapes many 

times made it possible to pay attention to different aspects each time. There are 

researchers, such as Jensen (in Kvale, 1991), who mean that the language becomes 
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especially important in qualitative analysis. Jensen (in Kvale, 1991) argues that it 

should be considered as a tool during the interview, as well as, during the textual 

analysis and interpretation. It is true that an interpretation must take place when the 

empirical data is analysed, but the thesis writer hopes that the interpretation is 

adequate, and that it as far as possible is not conditioned of the desire to make an 

interesting study. No complicated terms were used during the interview that could 

have been misinterpreted. The questions that were prepared, could be considered 

partly redundant since the interviewee spoke rather freely about every aspect that 

the thesis writer had thought of.  

 

One important limitation was the lack of more extensive empirical material, to be 

able to draw any conclusions that goes beyond the scope of firms with similar 

characteristics as the firm studied, it would be necessary to have a bigger empirical 

base. This issue is also important to have in mind when it comes to objectivity. In 

this case, there was only one person that was able to describe the firm's process, 

which could have affected the objectivity of the study. A person can deliberately 

give untrue data (Lekvall & Wahlbin, 2001), and if this person is the only source 

for the study, then it becomes extremely important that the person does not lie. The 

thesis writer believes that the interviewee was honest with him, and that the data is 

reliable. According to Arbnor and Bjerke (1998), the reliability within the systems 

view is of less interest, the most important is how the collected data can be used in 

the study.  

 

How the data is interpreted depends on the design of the frame of references. For 

this study a rather limited frame of references has been used. The limitation of the 

frame of references can leave out important aspects from the analysis. The 

limitation has been done in a way that permits the thesis writer to draw 

conclusions, trying to keep the interrelationships with the outer system as few as 
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possible. According to Arbnor and Bjerke (1998) this becomes especially 

important when a system approach is used. They mean that when one component is 

removed then there is a risk that wrong conclusions can be drawn, since some 

relations and synergies can be removed. The thesis writer, however, hopes that by 

trying to give a broad view, and by not making deliberate limitations, the quality of 

the results has not been affected to a great extent. Arbnor and Bjerke (1998) mean 

that a perfect fit with general theories is not needed within the systems view, it is 

more important that the results are believable considering the specific system. This 

makes the thesis writer believe that the reader of this thesis to a great extent will be 

able to decide how valid the results are. The analytical part tries to give different 

explanations to the phenomena studied, thus giving a broad picture, which, 

according to Arbnor and Bjerke (1998), is what researchers with a systems view do 

to improve the validity of a study.  
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3. Frame of reference 
 

This chapter will describe the theories that will be used to analyse the empirical 

material. The basic model that will be used is the Uppsala model, which was 

developed by various authors in the seventies. Because of its relative importance 

for this thesis, the author has tried to give a holistic view of the model by including 

relevant articles that not only describe the model, but also show its early evolution. 

The internationalisation process of a firm can have many different facets, this 

made the thesis writer include some material written by Porter (1986, 1998). 

Whereas the Uppsala-model tries to explain the internationalisation process of the 

firms, Porter (1986, 1998) parts from a meso-economic level, studying how entire 

industries are being internationalised. The thesis writer believes that to be able to a 

greater extent to describe the internationalisation process, both theories should be 

combined.  

 

3.1 The Uppsala model 
 

The theoretical foundation that is referred to as the Uppsala model is composed of 

various articles. For this thesis, the basic model is represented by two articles, one 

written by Johanson and Wiedersheim-Paul (1975) and another written by 

Johanson and Vahlne (1977). Whereas Johanson and Wiedersheim-Paul (1975) 

studied four Swedish firms, Johanson and Vahlne (1977) used empirical studies  

performed by various investigators. Together the two articles describe the 

establishment chain and give an experience based model of internationalisation. 

Two more articles have been used to illustrate this model,  Johanson and Vahlne 

(1990) and Nordström and Vahlne (1993) try in their articles to give a more 
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updated picture of the Uppsala model. These last two articles also take into account 

the validity of the model. 

 

Johanson and Wiedersheim-Paul (1975) dismiss the idea that there is an important 

foreign investment. Instead they claim that there is a gradual internationalisation. 

This view is also supported by Johanson and Vahlne (1977) who use it as a parting 

point for their theoretical expansion. Johanson and Wiedersheim-Paul (1975) claim 

that once a firm is internationalised, changes in its degree of internationalisation is 

conditioned by how it has acted earlier. This is also the essence of the 

internationalisation model presented by Johanson and Vahlne (1977), in which the 

firm’s present possibilities depend on what it has done earlier.  

   

Johanson and Wiedersheim-Paul (1975) define the term international as an attitude 

of the firm towards foreign activities, or to the actual carrying out of activities 

abroad. These attitudes are often closely related to the actual behaviour of the firms 

and, according to Johanson and Wiedersheim-Paul (1975), these attitudes are 

influenced by earlier experience from international activities.  

 

3.1.1 The establishment chain 

 

Johanson and Wiedersheim-Paul (1975) discuss how a firm that is already 

internationalised extends its degree of internationalisation; at the same time as the 

perceived risk of internationalisation is smaller, the firm is exposed to more offers 

and demands to extend its operations which logically stimulates it. The firm is also 

stimulated by an increased need to control sales. Johanson and Wiedersheim-Paul 

(1975) believe that since firms are risk-avert they will start exporting to 

neighbouring countries and countries that are relatively similar in, for example, 
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business practice. This idea is supported by Nordström and Vahlne (1993) who 

claim that it has been proven that firms start their internationalisation in 

geographically close markets. The discussion above is related to what Johanson 

and Wiedersheim-Paul (1975) call psychic distance, and will be discussed further 

later in this thesis. 

 

Johanson and Wiedersheim-Paul (1975) write that it is probable that firms start by 

selling abroad via independent representatives, this implies that they can have a 

limited commitment. Commitment is one of the aspects that the experience based 

model presented by Johanson and Vahlne (1977) take into account, the model is 

described later in this thesis. Johanson and Wiedersheim-Paul (1975) mean that as 

time goes by the firms will develop their presence on the international market 

depending on how well they have performed in individual countries. Johanson and 

Wiedersheim-Paul (1975) introduce a model that depicts four levels of 

internationalisation, the authors call it the establishment chain (see figure on next 

page).  

 

The levels range from no regular export activities to production/manufacturing in 

the country. It is however important to note that a firm does not have to pass 

through all of the stages, and it is possible for a firm to jump from one stage 

directly to another (see figure 3 for an example). Rather than having one 

internationalisation process that has to come to an end before it can start over in 

another country, Johanson and Wiedersheim-Paul (1975) believe that firms 

internationalise stepwise, extending their international operations.  
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Nordström and Vahlne (1993) claim that it seems like firms have an increased 

tendency towards skipping the lower commitment modes or to directly address 

psychically distant markets, which they claim is a reason to revise the theory. The 

way a firm will act is determined by its experience but also by market structure. 

There are markets that are so small so that it would not be possible to enter with a 

high degree of commitment. (Johanson Wiedersheim-Paul, 1975) 

 

Depending on where in the establishment chain the firm is, it will gain more or less 

experience (Johanson & Vahlne, 1990). Johansson and Vahlne (1990) claim that 

the firm in the first stage of the establishment chain will virtually not gain any 

market experience. When the firm reaches the second stage, then it has an 

information channel to the market and it will, according to the authors, get some 

superficial information about the market conditions. The subsequent stages of the 

No regular export 

activities 

Export via independent 

agents 

Establishment of sales 

subsidiary 

Production and/or 

manufacturing 

Figure 2 Traditional establishment chain 

 

No regular export 

activities 

Export via independent 

agents 

Establishment of sales 

subsidiary 

Production and/or 

manufacturing 

Figure 3 An example of leap-frog in the   

            establishment chain  
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internationalisation process lead to a more differentiated and wide market 

experience (Johanson & Vahlne, 1990).  

 

3.1.2 Psychic distance 

 

According to Johanson and Wiedersheim-Paul (1975) it is probable that the 

concept of psychic distance is important. Psychic distance is a concept that is 

composed of various factors that disturb or prevent the information flow between 

firms and the market. These factors possess characteristics as, for example, 

political system, culture and level of industrial development.  Psychic distance is 

correlated with geographic distance (Johanson & Wiedersheim-Paul, 1975; 

Nordström & Vahlne, 1993), Johanson and Wiedersheim-Paul (1975), however, 

mean that there are exceptions to this rule. Johanson and Wiedersheim-Paul (1975) 

also point out that the psychic distance is not constant, but rather changes over 

time. They do,  however, believe that these changes occur rather slowly since they 

are the result of development of the communication system, trade and other kinds 

of social exchange. (Johanson & Wiedersheim-Paul, 1975) On the other hand 

Johanson and Vahlne (1990) write that, Nordström (1990), argues that the world is 

more homogeneous and that as a result the psychic distance has decreased. This 

implies that firms that are going to internationalise are able to go directly to large 

markets, since these in some cases are as close to Sweden as are the other 

Scandinavian Countries, thus suggesting that the psychic distance has lost some of 

its explanatory value. (Johansson & Vahlne, 1990). 

 

Although Johanson and Wiedersheim-Paul (1975) mean that psychic distance is an 

important factor, they also argue that there are other factors that are important as 

well. In their opinion, the most important factor would be the size of the potential 
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market. This should imply that firms should aim at entering certain types of 

markets. Johanson and Wiedersheim-Paul (1975) however believe that the choice 

of market depends on which type of establishment the firm will undertake and their 

available resources. The authors claim that in the early stages of  

internationalisation it is probable that the firms are more bothered about the 

psychic distance than about market size. They further argue that as the firms 

advance in their internationalisation they are more interested in market size. The 

reason for this is that the resource commitment gets larger (as is the case of 

establishment of sales subsidiaries and production plants). When a firm decides to 

establish production abroad there are so many factors that influence the decision so 

that it is hard to see any correlation between psychic distance and production 

establishment. Factors that Johanson and Wiedersheim-Paul (1975) claim are 

important for production establishments include on one hand psychic distance and 

on the other hand for example tariffs and transportation costs. 

 

Stöttinger and Schlegelmilch (1998) argue that one of the key factors of the 

Uppsala-model, psychic distance, does not explain internationalisation. They 

further argue that the concept of psychic distance has been widely accepted and 

that it has been incorporated as a moderating variable in various models that try to 

explain export behaviour. Stöttinger and Schlegelmilch (1998) believe that going 

abroad does not only mean increased business opportunities, the firm will also face 

different challenges. These can be, for example, different consumer behaviour, 

purchasing power, language etc. (Ibid). The authors write that there has been a 

limited number of attempts to operationalise the concept of psychic distance and to 

test its relevance. Stöttinger and Schlegelmilch (1998) mean that different authors 

define the concept of psychic distance differently and that the earlier studies of 

psychic distance were not reliable, since the measure instruments were not well-

developed.  
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Stöttinger and Schlegelmilch (1998) claim that the concept of psychic distance 

may might not be empirically useful. The concept of psychic distance of managers 

has traditionally been seen as a high-quality indicator, predicting which countries 

the firm will enter. According to Stöttinger and Schlegelmilch (1998) many 

authors claim that the psychic distance decreases as the firm gains more experience 

in the international arena. They found in their study that although there was an 

intense business activity between two countries, still it was possible to find high 

psychic distance.  They also found that psychic distance did not have any 

significant impact on the export ratio nor on the export growth of companies. 

Stöttinger and Schlegelmilch (1998) believe that this can be a reflection of the 

globalisation of markets. The opinion that the different markets nowadays are more 

homogeneous is also shared by, for example, Nordström (1990) and Porter (1986). 

Lewitt (1983) argues that the reason that markets are more homogeneous is a result 

of the technology development.  

 

In spite of the criticism towards the concept of psychic distance, Stöttinger and 

Schlegelmilch (1998) believe that the concept should not be dismissed altogether, 

since their study did not look at the concept of psychic distance in the context of 

initial export development. They do however believe, that the concept must be 

refined due to the numerous inconsistencies that they found in their study.  

 

Evans et al (2000), write that Stöttinger and Schlegelmilch (1998) tried to 

overcome some of the deficiencies of earlier studies by the operationalisation of 

psychic distance using the concept of cognitive mapping. Evans et al (2000) 

believe that Stöttinger and Schlegelmilch (1998) succeeded to capture the 

perceived distance aspect, but that still many factors that make up to the concept of 

psychic distance were missing. According to Evans et al (2000), the concept of 

psychic distance has been redefined various times in the last few years, they 
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mention for example that Nordström and Vahlne (1994) redefined psychic distance 

as factors that prevent or disturb the firm's learning about and understanding a 

foreign environment.  

 

Evans et al (2000) believe that knowledge about the perceived distance between 

home country and foreign market is of limited value, since it does not take into 

consideration that sometimes there are strategies that can combat the perceived 

differences. They argue that in many industries it can be advantageous to enter less 

developed markets, as well as other markets that are different, since they provide 

distinct opportunities. Evans et al (2000) mean that the concept of perceived 

psychic distance is not valuable under these settings.  

 

The discussion above indicates that the value of psychic distance could be 

discussed, and that there is a need to further develop the concept. Also the need to 

operationalise the concept has been discussed. One attempt to operationalise the 

concept was done by Klein and Roth (1990). They tried to incorporate a subjective 

component when they asked their respondents to situate five factual indicators on a 

7-point rating scale that ranged from “very similar” to “very different”. The five 

aspects were (Klein & Roth, 1990): 

 

1.Language of the country 

2.Accepted business practices 

3.Economic environment 

4.Legal system 

5.Communication infrastructure 
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3.1.3 A dynamic model of internationalisation 

 

Johanson and Wiedersheim-Paul (1975) believe that the firms in their study used 

different strategies of internationalisation. In two cases the distance factor 

influenced subsidiary establishments while in the other two cases the market size 

was proved important. Therefore, Johanson and Wiedersheim-Paul (1975), 

conclude that the two groups of firms have followed two different strategies. 

 

The article written by Johanson and Vahlne (1977) creates a model of the 

internationalisation process of the firm, the main difference compared to other 

models that were presented until then is its focus; how knowledge about a market 

induces internationalisation.  

 

Johanson and Vahlne (1977) do not believe that the internationalisation process is 

the result of a search for optimum resource allocation, they believe that it is the 

result of incremental adjustments to a constantly changing environment and to 

changes within the firm. This idea is conceptually similar to the equilibrium 

models used in macroeconomics; a factor that disturbs the equilibrium is 

introduced and forces the firm to react. 

 

The model (see figure 4) that is presented by Johanson and Vahlne (1977) has a 

dynamic (recursive) nature, which means that the input for the next cycle in the 

model is its current state of internationalisation. Johanson and Vahlne (1977) 

distinguish between state and change aspects. The following text follows the 

structure of the original text.   

 

In the model there is a mutual dependence between market knowledge and market 

commitment on one hand, and commitment decisions and current activities, on the 
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other. This first iteration is then the input for the next cycle, which thereby affects 

knowledge and commitment. The model parts from two premises; the goal of a 

firm is long-term profit which the authors assume is the same as growth, another 

important premise is that the firms are risk-avert and try to keep their risk-taking at 

a low level. The opportunities and risks a firm perceives is the result of the state of 

internationalisation, given the premises and the frame for decision making, which 

is constituted by the state of various business and economic factors. (Johanson & 

Vahlne, 1977)  

 

 

State aspects 
There are two state aspects in Johanson’s and Vahlne’s (1977) model, market 

commitment, and market knowledge. 

 

Market commitment is a state aspect that, according to Johanson and Vahlne 

(1977), is composed of two factors; the amount of resources committed and the 

degree of commitment. A committed resource cannot easily be used in a different 

setting. The authors claim that resources located in a particular market can be 

Market  

Knowledge 

Market  

Commitment 

Commitment 

Decisions 

Current 

Activities 

Figure 4 The basic mechanism of internationalisation (Source: Johanson & Vahlne,

1977, p. 26).  
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considered a commitment to that market. The commitment is higher if there is an 

integration of the resource with the rest of the firms' activities, in other words, if 

the firm is dependant on the resource. Johanson and Vahlne (1977) mean that the 

more specialised the resources are to a specific market the greater is the degree of 

commitment.  

 

The amount of resources committed can easily be understood as the size of the 

investments in the particular market. This investment should be considered in its 

broadest sense, including investments in all areas related to that market such as, for 

example, organisation, personnel etc. (Johanson & Vahlne, 1977).  

 

Johanson and Wiedersheim-Paul (1975) believe that one of the most important 

obstacles for internationalisation is the lack of knowledge and resources. Over 

time, by learning more about the foreign markets and operations, the firms can 

reduce their uncertainty. This view is also shared by Johanson and Vahlne (1977) 

who mean that the most important obstacle for a firm to overcome in order to 

internationalise is that it is lacking knowledge. Johanson and Vahlne (1977) argue 

that the lack of knowledge due to differences between countries is the main 

characteristic that distinguishes international from domestic operations. Johanson 

and Vahlne (1977) believe that the best way to gain the necessary knowledge is 

through operations abroad.  

 

The second state aspect, market knowledge, is vital for a firm’s success and will 

now be discussed. The first kind of knowledge that comes to play, according to 

Johanson and Vahlne (1977), is the knowledge of opportunities or problems. This 

knowledge initiates decisions, and decision-making implies an evaluation of the 

alternatives. The evaluation is based on knowledge about the market environment 

and about performance of various activities. Johanson and Vahlne (1977) prefer to 
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distinguish between objective knowledge and experiential knowledge. Objective 

knowledge can be taught while the experiential knowledge, as its name indicates, 

must be learnt through personal experience. Johanson and Vahlne (1990) argue 

that experiential knowledge is especially important, since it creates business 

opportunities at the same time as it reduces uncertainty. Johanson and Vahlne 

(1977)  believe that the most relevant kind of knowledge for the experience based 

model is the experiential knowledge, this is due to the fact that, opposed to 

objective knowledge, this kind of knowledge can not easily be acquired. Johanson 

and Vahlne (1990) mean that as the firm gains experiential knowledge about a 

market, the firm will commit its resources to a higher degree. It might be tempting 

to think that experiential knowledge is important to the same degree in the 

domestic market, this is, however, not the case (Johanson & Vahlne, 1977). 

Johanson and Vahlne (1977) claim that in the domestic market the company can 

rely on some basic experiential knowledge, which is not the case in foreign 

markets. Further the authors claim that the less structured the activities of the firm 

are, the more important the experiential knowledge becomes, this means that 

certain activities such as managerial work and marketing depend heavily on 

experiential knowledge. Johanson and Vahlne (1977) consider that without the 

experiential knowledge a firm can only perceive theoretical opportunities whereas 

a firm with experiential knowledge will be able to perceive concrete opportunities, 

and will also understand how they fit into its present and future activities. 

Nordström and Vahlne (1993) argue that only firms that are successful in their 

internationalisation process will be able to benefit from their accumulated 

experience, since they will be the only to survive. They further argue that there is a 

strong relationship between a firm’s increased experience of doing business on the 

international field and its internationalisation. A successful firm is not only more 

experienced, it also accumulates larger human, financial, and technological 

resources, thus the firm gains advantages beyond those of gaining experience at 
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doing business abroad (Nordström & Vahlne, 1993). Nordström and Vahlne (1993) 

claim that the pace of internationalisation is determined by how these factors 

interact with experience.  

 

It is also possible to make a distinction between general knowledge and market-

specific knowledge. The general knowledge is as its name proposes a knowledge 

that is market independent. Johanson and Vahlne (1977) believe that it can be 

knowledge about marketing methods, common characteristics of certain types of 

customers etc. Market-specific knowledge, on the other hand, is very specific and 

covers, for example, cultural patterns, business climate, and market structure. To 

be able to establish a firm on a market it is necessary to have both general 

knowledge, as well as, market-specific knowledge. Whereas general knowledge 

can easily be transferred from one market to another, the market-specific 

knowledge is gained mainly through experience in the market. Johanson and 

Vahlne (1977) claim that there is a direct relationship between market knowledge 

and market commitment, they consider that market knowledge is an important part 

of the human resources. They further argue that as the firm gains knowledge about 

a market, the resources value is incremented which implies a major commitment to 

the market. This holds especially true, according to the authors, when the 

knowledge is mainly experiential, since it can not be easily transferred to another 

market. 

 

Change aspects 
Current business activities, and commitment decisions, are what Johanson and 

Vahlne (1977) call change aspects. 

 

Current business activities are to a certain degree dependent on the lag between the 

current activities and their consequences. Johanson and Vahlne (1977) mention 
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marketing activities that have to be present before it results in higher sales. When 

there is a long delay between activity and consequence then the total commitment 

becomes larger. It is clear that current business activities are the main source of 

experience (Johanson & Vahlne, 1977). It is possible to claim that a firm could 

acquire its knowledge by hiring personnel with experience. The authors, however, 

claim that there are two types of experience, firm experience and market 

experience, they further claim that both are necessary to be able to interpret data 

correctly. It holds however true that hiring of personnel can be effective after some 

time. This lag is best explained as the time it takes for the hired person to gain the 

necessary experience in the firm. In some cases, if the person to hire has 

experience when contracted, it might be possible to make the person ready to work 

at full capacity within a short time, which reduces the lag. In the latter case it is 

probable that the firm is interested in hiring at least a sales manager or a salesman 

since it becomes an attractive way of obtaining market knowledge rapidly. 

(Johanson & Vahlne, 1977) 

 

When it comes to commitment decisions, Johanson and Vahlne (1977) assume that 

the decision to commit resources to foreign operations depends on what decision 

alternatives have been made and how they have been chosen. Johanson and Vahlne 

(1977) claim that decisions are reactions on perceived problems and/or 

opportunities. They further claim that opportunities form part of the experience 

together with problems. Opportunities that are detected can, according to Johanson 

and Vahlne (1977), in some cases lead to an extension of the firms' business 

activities on the market. The authors argue that the current operations induce the 

detection of problems and opportunities that raises the need for adjustments. They 

believe that alternative solutions most likely will include activities that mean an 

extension of the boundaries of the organisation, and thus an increased commitment 

(Johanson & Vahlne, 1977, Johanson & Vahlne, 1990).  Johanson and Vahlne 
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(1977) mean that current activities constrain which activities are likely to be 

presented as an alternative. A firm will be offered more or less opportunities 

depending on its degree of commitment to the market; a high degree creates more 

offers (Ibid).  

 

Johanson and Vahlne (1990) argue that market commitment will be made in small 

steps, there are however three exceptions. When the firm is big and has abundant 

resources, then it can take bigger steps.  The second case corresponds to a market 

that is stable and homogeneous, which permits the firm to gain the necessary 

experience through other methods than experiential learning. The last exception 

would be if the firm has considerable market experience from other similar 

markets and is able to generalise this experience. (Johansson & Vahlne, 1990) 

 

Johanson and Vahlne (1977) distinguish between two types of effects of a 

commitment. An extension of the activities gives an economic effect, on the other 

hand, there is an uncertainty effect that is related to the market uncertainty. The 

latter effect can be seen as the result of lacking knowledge about market related 

factors, which makes it difficult to estimate the present and future market. The 

uncertainty can be reduced through interaction and integration with the market 

environment, increased communication with customers, establishment of new 

service activities etc. (Johanson & Vahlne, 1977) Johanson and Vahlne (1977) 

mean that a firm will extend its scale of existing operations on the market until it 

has met its tolerable risk frontier, once a firm has reached its frontier it will only 

expand if uncertainty declines for some reason, or if its attitude towards risk 

changes. As has been depicted earlier, one way to reduce uncertainty is by gaining 

experience, thus in markets that are relatively stable and heterogeneous, the firm 

will expect that uncertainty will decline as time goes by. It is also possible that 

political changes or competitive changes can influence the uncertainty, due to a 
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general stabilisation of the market conditions. The attitude towards risk can be the 

result of scale-increasing commitments due to an increase in the total resources of 

the firm or a totally changed attitude towards risk. (Johanson, Vahlne, 1977)  

 

3.1.4 Criticism towards the model 
 

Johanson and Vahlne (1990) mean that the model has been criticised for being too 

deterministic, since it does not permit the firm to choose mode of entry nor were to 

expand. The authors, however, claim that this should be seen as an argument for 

further development and differentiation of the model. The model has also been 

criticised in that it only explains the first stages of internationalisation. The authors 

agree with the critics, the process model is based on empirical material from the 

early stages of internationalisation which makes it consistent with the view that if a 

firm has activities in several countries, then market knowledge and market 

resources are no longer a problem for the firm, thus the firm can allocate its 

resources on the basis of real market conditions. 

 

Nordström and Vahlne (1993) mention that there are many factors that have been 

suggested to be added to the model, such as industry, home and host country 

characteristics, and product characteristics. The authors, however, believe that the 

inclusion of this type of variables just makes the theory more eclectic and thus 

harder to falsify. Their suggestion is to include these variables as delimiters of 

when the theory is valid.  

 

In which settings the theory is valid is determined by a 3x3 matrix that Nordström 

and Vahlne (1993) constructed. Still, this matrix can only be seen as a suggestion 

since Nordström and Vahlne (1993) write that firms with earlier international 

experience seem to have a quicker  process, where more radical actions are taken. 
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This implies that the original Uppsala model is only valid in the early stages of 

internationalisation (Ibid). Nordström and Vahlne (1993) stress that they do not 

believe that the lack of competition as an explanatory variable in the 

internationalisation models implies that it lacks explanatory value, they rather 

believe that the fragmented industry structure has taken away the interest from 

competition. The thesis writer believes that this indicates that competitive 

considerations are important, and should be included in the model.  

 

3.1.5 Industry structure, firm structure and validity of the model 

 

As was mentioned in the previous section, Nordström and Vahlne (1993) develop a 

3x3 matrix that indicates the validity of the Uppsala model. They part from two 

explanatory variables; industry structure and firm structure. Nordström and Vahlne 

(1993) consider three different types of firm structure; national, regional, and 

global. They argue that as a firm passes from a national, through a regional to a 

global firm structure its actions will change. Nordström and Vahlne (1993) argue 

that a national firm will not have hardly any international coordination or 

experience, as opposed to the global firm that coordinates its activities 

internationally and is experienced. 

 

Nordström and Vahlne (1993) claim that there are various characteristics that 

affect the internationalisation process. The factors they mention are, economies of 

scale, R & D intensity, product differentiation, governmental policies and 

transportation costs. The authors conclude that to do an exhaustive analysis of the 

effect of these factors, it would be necessary to study them individually and jointly. 

These are, to some extent considered in an aggregated state as industry 

characteristics. The figure below (figure 5) indicates how the validity of the 
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Uppsala model diminishes as the firm and the industry globalises.  

  

The following text only takes into consideration positions in the matrix (figure 5) 

that the thesis writer believes are of especial interest for this thesis. The examples 

all show some aspects that the thesis writer believes are important to have in mind 

when considering the validity of the Uppsala model.  

  

The first interesting case is cell 1, since a firm in this position is starting to 

internationalise. The critics of the Uppsala model claim that the Uppsala model is 

only valid in the early stages. Nordström and Vahlne (1993) argue that the 

internationalisation is based on a number of strong firm-specific advantages vis-à-

vis the firms on the foreign market. This implies that the firm has what Porter 

(1986, 1998) would call competitive advantage vis-à-vis its competitors. 

Nordström and Vahlne (1993) mean that this advantage must offset the relative 

disadvantage of doing business in an unknown environment. Nordström and 

Figure 5 The experience based model’s validity in different settings.

(Source: Adaptation from Nordström & Vahlne, 1993, p. 545).  
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Vahlne (1994) write that a firm in cell 1 will internationalise by expanding its 

activities to psychically close markets. The thesis writer means that this is an 

indication that Johanson’s and Wiedersheim-Paul’s (1975) proposition is valid for 

firms in this cell. For this study it is interesting to mention that Nordström and 

Vahlne (1993) argue that a firm in this position tend to prefer to use a local 

organisation, such as agents and distributors.  

 

A firm in cell 3, will according to Nordström and Vahlne (1993) be able to enter 

any market in the order that it prefers. They further claim that the speed of its 

internationalisation process will primarily be limited by the supply of management.  

 

Nordström and Vahlne (1993) write that the firm in cell 6 is powerful and 

experienced compared to its competitors. They further write that decisions such as 

which market to enter, form of entrance, and timing of the entrance will be based 

on what is considered to be optimal from a competitive and resource allocation 

point of view. The thesis writer argues that a firm in cell 6 is heavily influenced by 

factors considered in the Porterian framework (see the following sections). 

Nordström and Vahlne (1993) argue that larger markets will be preferred. They 

further argue that a firm in this position is willing to establish new facilities, if 

needed. They further argue that the explanatory value of the traditional model of 

firms' internationalisation process is very limited. 

 

A firm situated in cell 8 can, according to Nordström and Vahlne (1993) choose 

between two different alternatives. They write that a firm that is strong will try to 

penetrate the market rapidly, whereas a weaker form will enter with a focus 

strategy. Nordström and Vahlne (1993) argue that the focus strategy can be 

product focused,  geographically focused, or both. They further mean that the firm 

will follow the traditional sequential process, if the firm adopts a geographically 
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focused strategy. Nordström and Vahlne (1993) claim, however, that the choice of 

market will also be affected by competitive considerations.  

 

Nordström and Vahlne (1993) argue that a firm situated in cell 9 can do whatever 

it wants. Therefore, the use of the Uppsala model is almost useless. Nordström and 

Vahlne (1993) argue that what the firm decides to do depends on what it finds 

suitable from a competitive point of view. One interesting phenomena is 

mentioned by Nordström and Vahlne (1993). They write that some global actors 

have in certain mature global industries closed down foreign units, and rely now on 

local distributors or agents for imports. They mean that this, in terms of the 

traditional model of the firm's internationalisation, would be some kind of 

deinternationalisation. Nordström and Vahlne (1993) explains the rationality of 

this behaviour in terms of cost reduction. They write that when a firm can draw 

advantage from economies of scale and decreasing transportation costs, then it 

becomes profitable to concentrate the manufacturing operations. Another reason is, 

according to Nordström and Vahlne (1993), that the firm’s limited resources can 

be better utilised somewhere else. 

 

The presentation until now has demonstrated that there are settings in which the 

Uppsala model loses validity. Nordström and Vahlne (1993) seem to believe that 

competitive considerations become more important when the firm and the industry  

globalise, therefore the following sections will describe some theories that can 

possibly complement the Uppsala model.   
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3.2 Internationalisation, a search for competitive 
advantage 

 

This is the first part, which together with 3.3 constitute what the thesis writer calls 

the Porterian framework of this master thesis. This first part relates some of 

Porter’s ideas about internationalisation that are related to competitive advantage, 

whereas the second part (3.3) provides a tool for industry analysis. The following 

discussion is, if nothing else stated, based on Porter (1986). The interested reader 

who wants to have a complete picture might find it handy that this part follows the 

original structure.  

 

3.2.1 The Porterian framework, a bridge between the eclectic 
paradigm and the Uppsala model 

 

Porter (1986) writes that in the mid-1950s the world trade began to significantly 

exceed the growth in the world GNP. He argues that this was a period of 

fundamental change in the international competitive environment. He further 

argues that the literature gives a guidance to how incremental decisions to enter a 

new market are taken, but it gives only at best a partial view of how to describe a 

firms overall international strategy, and how this strategy should be chosen. This 

proposes that there is a need to complement the view given by for example the 

Uppsala model with a different approach towards internationalisation. 

 

The relevance to use Porter’s ideas for this thesis could be argued from the 

standpoint that it is a subset of the eclectic paradigm. According to Dunning 

(1988), one of the authors that have worked on the eclectic paradigm, there are 

various factors that have been depicted in the literature to influence the strategy of 



Frame of references 

-48- 

MNEs6 towards foreign operations. These factors are, for example, structure of the 

MNEs investment portfolios and risk exposures, their competitive strengths and 

weaknesses, bargaining power with governments, product portfolios etc. (Ibid) It is 

possible to consider Porter’s theories as a bridge between the Uppsala model and 

the eclectic paradigm. The importance to include more theories is explained by 

Dunning (1988) who argues that the best these factors can offer are partial 

behavioural explanations.  

 

According to Dunning (1988) the eclectic paradigm in its original form, considered 

that international production was determined by how the firms perceived three sets 

of advantages. He claims that for a firm to consider to produce in a certain country 

this must mean certain advantages for the firm. These competitive advantages must 

offset the costs of setting up foreign operations. Dunning (1988) writes that already 

in his paper from 1976 three types of ownership specific advantages were 

identified. The first stemmed from exclusive privileged possession of or access to 

particular income generating assets. The second is enjoyed by a branch plant 

compared with a de novo firm. The last ownership specific advantage is a 

consequence of geographical diversification or multinationality. Much of this 

thinking can be found in Porter’s work.  

 

3.2.2 Multidomestic versus global industries 

 

Porter argues that the analysis should part from the industry, because the industry 

is the arena in which competitive advantage can be won or lost. The way the 

industry is organised affects how the competitive advantage is acquired, lost, and 

sustained. Depending on the type of industry, different aspects become important. 

                                           
6 MNE = Multi National Enterprise 
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Porter calls a multidomestic industry one in which the competition in one country 

is essentially independent from that of another country. The firm’s success depends 

on how well it adapts its intangible assets to the special characteristics of each 

country. The competitive advantage will, therefore, be different in the different 

countries. In the other extreme of the scale are global industries. A global industry 

is defined by Porter as an industry in which the firm's competitive position in one 

country is influenced by its position in other countries. This definition implies that 

there is some kind of linkage between the different countries. Further, there is not 

just competition within each domestic industry, but the firms compete on a truly 

worldwide basis. Depending on in which end of the spectrum the firm's industry is 

situated it will have different implications for strategy. Porter writes that a firm in a 

multidomestic industry should treat its international activities like a portfolio, an 

approach that does not work in a global industry.  

 

In a multidomestic industry competing internationally is discretionary. Porter 

means that if a firm possesses some advantage that allows it to overcome the extra 

costs of entering and competing in a foreign market then the firm can choose to 

expand internationally.  

 

If a firm that is competing in a global industry would try to manage its different 

activities like a portfolio, it would take away all of its sources for competitive 

advantage. Therefore, Porter argues that the firm in a global industry must try to 

integrate its activities on a worldwide basis to take advantage of the linkages that 

exist among different countries. He further argues that a firm can choose to 

compete with a country-centred strategy, but by doing so the firm exposes itself to 

its competitors that use global strategies. A country-centred strategy makes it 

possible for the firm to adapt its products better to the local country differences, 

but its cost is a high degree of risk. Independent of which strategy the firm 
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chooses, when competing on international markets some functions always have to 

be carried out in each of the countries in which it competes. This means that a firm 

competing with a global strategy still has to maintain some local perspective.  

 

A global industry is an industry in which the integration of activities on a 

worldwide basis is a source of competitive advantage. The above discussion makes 

it necessary to define what to consider an activity and what is considered to be 

integration.  

 

3.2.3 The value chain 

 

Porter uses the value chain to explain the sources of competitive advantage on a 

national, as well as on an international level. There are various activities that a firm 

performs, these include selling the product, performing repairs, process design etc. 

Porter argues that these activities are physically quite distinct, thus creating the 

need for a less aggregated view of the firm to be able to see the competitive 

advantage. There are two types of competitive advantage, low relative cost or 

differentiation.  Porter claims that profit is more the result of a major perception of 

value (from the customers viewpoint) than the price of creating this value. A firm 

can choose between creating a rather low buyer value, but creating it efficiently, or 

it can create greater value than its competitors and thus command a premium price.  

 

The activities a firm performs can be grouped into nine generic categories, as can 

be seen in figure 6 on the next page. 
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Porter claims that all the categories in the figure exist in every firm, although in 

some industries they might use different name conventions. He further claims that 

every group can then be divided into various activities that are industry and firm 

specific. The activities can be divided into two different groups, primary activities 

and support activities. The former are activities that are physically involved in the 

creation of the product or service, its delivery, marketing, and its support after sale. 

The support activities provide the framework in which the primary activities will 

take place, in other words, these activities permit the primary activities to take 

place on an ongoing basis.  

 

The activities in a firm’s value chain are not independent, they are connected by 

what Porter calls linkages. Thus, the way one activity is performed affects the cost 

or effectiveness of other activities. The linkages does not just exist within the 

company, a firm's value chain can have linkages to for example the value chains of 

Figure 6 The value chain (Source: Porter, 1986, p. 14). 
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its suppliers and buyers. Therefore, Porter argues that the firm's value chain is just 

one part of a large stream of activities that he calls the value system. He further 

argues that the connections among activities in this system are essential to achieve 

competitive advantage.  
 

3.2.4 Coordination and configuration of international activities 

 

Porter mentions that the efforts to create good reputation or to build a strong brand 

name in one country do create entry barriers in this specific country. He considers 

that the competitive advantages that stems from upstream and support activities 

include the system of countries in which the firm competes rather than the position 

in a specific country. Another implication, is that a multidomestic pattern will 

more likely be found in industries were it is of great importance to have 

competitive advantage in buyer-tied activities. The other way around, in industries 

where upstream and support activities are more important to be able to gain 

competitive advantage, a global pattern of international competition will be more 

common.  

 

Porter discusses two key dimensions that describe how a firm competes 

internationally; configuration and coordination. The configuration is related to 

where the company has chosen to establish its activities in the value chain, it also 

includes the number of places were the firm has its activities. The coordination 

dimension is related to how the firm coordinates its activities that are similar 

between different countries, for example if there are any relations between 

production plants located in different countries.  

 

A firm can choose among a diversity of configuration options. If the company 

prefers a very concentrated configuration, then it will only have each activity in 
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one location that will serve the demand for the whole firm. A totally different 

approach would be if the firm would choose to create a complete value chain in 

each of the countries in which it operates. Porter considers the choice of degree of 

coordination as a more complex choice than to choose the configuration. A firm 

can, as he sees it, choose among a variety of levels of coordination reaching from 

non-existent coordination to very high coordination. The firm that does not choose 

to coordinate its activities will have activities that work very autonomously, the 

opposite can be seen when there is a high degree of coordination.  

 

The issues that have to be studied when deciding how to configure and coordinate 

the activities in the value chain are different depending on what kind of activity is 

considered. In operations, the main issue is to decide where to locate production 

facilities for components and end products. When it comes to coordination, the 

company must take into account how to transfer the technology and production 

know-how to the different plants. Another issue is to decide on how to coordinate 

the international plants. The marketing and sales activities must consider what 

product lines they want to offer, and in which markets. Much of the success of a 

firm’s internationalisation can depend on how it coordinates its marketing and 

sales activities. Therefore the firm must decide whether it will use the same brand 

name worldwide or not. It is also important to decide if the channel and product 

positioning should be similar between the different markets. A related issue is how 

to coordinate pricing between different countries.  

 

The firm must decide on how to manage suppliers that are located in different 

countries, on how to transfer market knowledge in the organisation and to which 

extent the purchases of common items should be coordinated. Porter means that 

the purest global strategy is to concentrate as many activities as possible in one 

country. The activities that should be performed near the buyer should be tightly 
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coordinated. He further means that the firm will try to address the whole world 

market from its home base. There is a variety of global strategies depending on the 

choices the company has made regarding the two key dimensions (see figure 7).  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Porter defines a global strategy “as one in which a firm seeks to gain competitive 

advantage from its international presence though either concentrating 

configuration, coordination among dispersed activities, or both” (Porter, 1986, p. 

20). Porter means that symptoms of a global industry is that the firms are present in 

various markets, and that there is some export and import of components and end 

products.  
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3.2.5 Configuration, coordination and competitive advantage  

 

Porter claims that to be able to understand the competitive advantages of a global 

strategy, it is important to specify the conditions in which global concentration of 

activities and coordination of dispersed activities are a basis for either cost 

advantage or differentiation. He further means that factors that favour the 

concentration of an activity into relatively few locations are economies of scale, 

proprietary learning curve, comparative advantage in where the activity is 

performed, and finally coordination advantages of locating linked activities 

together. There are various reasons why a firm will act as it does, locating a 

research department can for example be influenced by where the best knowledge is 

concentrated. Porter argues that locating various activities in one country can 

signal commitment to local buyers, and can thereby facilitate marketing in that 

country at the same time as it can provide greater responsiveness. The downside of 

concentrating an activity in one location is that it might prove inefficient due to 

transport, communication and storage costs.  

 

Coordination permits to some extent the sharing of know-how among dispersed 

activities, it is possible that the different locations will provide different aspects 

that can be used by the rest of the organisation. Although activities are dispersed it 

is sometimes possible to obtain economies of scale if the activities are coordinated, 

this occurs when the different locations allow for some kind of specialisation. 

Porter claims that coordination can prepare the firm for shifts in comparative 

advantage; this is important since there are factors that are hard to forecast. He 

further claims that coordination can reinforce the brand reputation of a firm if the 

firm transmits a consistent image in all its markets. This effect will be stronger if 

the buyers are mobile, or if information flows freely.  
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The transaction cost is vitally important in international strategy. Porter argues that 

it includes various problems such as long distances, language problems, and 

cultural barriers to communication. These factors can, as he sees it, make  

coordination undesirable. Further he argues that the coordination forms that require 

less decisions will enjoy advantages over forms where there is an constant 

interchange.  

 

3.2.6 Configuration, coordination, and the pattern of international 
competition 

 

Porter argues that if the benefits from configuration and coordination exceed the 

costs, then the industry will globalise. He further argues that the coordination and 

configuration determines the competitive advantages that stem from a global 

strategy, these advantages are then summed up with the advantages that the firm 

possesses from its domestic market position. The initial transfer of knowledge 

from the home base to subsidiaries is one advantage of a global competitor, but it 

should not be regarded as the most important. Porter argues that depending on 

industry, the extent and the location of the advantages will vary.  

 

The first movers are often the ultimate leaders in global industries, the reason for 

this is that they rapidly gain scale and learning advantages. In some cases the 

global leadership shifts, and this can be induced by structural changes in the 

industry which creates opportunities for other firms. Porter means that global 

leaders often have some advantage at home that they then use as a lever to enter 

foreign markets. He continues by saying that in the foreign market the firm 

converts the initial competitive advantage into an advantage that stems from its 

overall system.  
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The choice of international strategy can not be captured as the choice between 

worldwide standardisation and local tailoring, or as the tension between the 

economic and political imperative. Instead, the international strategy is the result 

of a search for competitive advantage throughout the value chain. Moreover, a firm 

can choose to standardise some activities while it tailors others.  
 

3.2.7 Global strategy and comparative advantage 

 

Comparative advantage explains where production will be located based on the 

relative advantages of the specific location, for this it uses the assumption that 

different countries have different factor-costs and factor-qualities. Porter means 

that competitive advantage in this setting stems from where the company chooses 

to locate its activities. He further means that location of activities is a clear source 

of competitive advantage for a global firm, since it then can choose where to locate 

its activities based on where the comparative advantage lies. Porter tries to extend 

the implications of the traditional notion of comparative advantage, suggesting a 

wider use for the theory; comparative advantage does not only apply to production 

activities, but rather to the whole value chain. The comparative advantage is 

specific to each and every activity in the value chain and not the location of the 

value chain as a whole. Economies of scale, proprietary learning, and 

differentiation are not tied to individual countries, but to how the firm configures 

and coordinates its activities. Porter describes the current international market as 

turbulent and that changes happen very rapidly. He argues that these changes make 

the traditional sources of competitive advantage insecure, the rapid shifts in factor 

costs, falling direct labour costs as a percentage of total costs increasing global 

markets for raw materials etc., have decreased the importance of traditional 

comparative advantages.  
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3.3 Determinants of national advantage 
This is the second part of the Porterian framework, Porter’s ideas for this 

theoretical foundation were studies performed in various industries in different 

countries. Porter (1998) discusses four determinants of national advantage, these 

are factor conditions, demand conditions, related and supporting industries, and 

finally, firm strategy, structure, and rivalry. Together the four determinants create 

a system that creates the context in which the firms compete, but they can also be 

studied individually. It is important that the home base supports the firms in 

various ways. The support given can then be translated into competitive advantage. 

However, a strong commitment on different levels is required. The following 

sections summarise a chosen part of Porter’s (1998) ideas that the thesis writer 

believes are relevant for this study. The section named “Implications of different 

factor types” is, if nothing else is stated, based on the thesis writer’s interpretation 

of the implications of Porter’s (1998) ideas. 

 

Although a favourable system is established it is not sufficient to grant success. 

There are always firms that do not have the skills and resources necessary to 

exploit the favourable situation. The companies that do succeed however are likely 

to be able to compete on the international arena. Porter uses the term diamond to 

refer to the system and this is the term that will further on be used. To make the 

diamond favourable the different determinants must surpass a certain level; 

otherwise firms will not be able to respond to the signals.  

 

In some industries it is possible to have competitive advantage based on only one 

or two determinants. However this kind of competitive advantage is usually 

unsustainable. Sustainable advantage rests on the existence of advantages 

throughout the diamond, although it is not necessary to have an advantage in every 

single determinant. The diamond should be completed with two additional 
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elements to complete the picture; government and chance.  

 

Chance is an element that can not be controlled by the firms and it refers to for 

example technological breakthroughs, wars etc. The government policies can 

affect the firms in an industry in two directions. The government plays an 

important role as it can stimulate the demand, but an unconsidered decision can 

ruin the competitive advantage of a whole industry. The following sections explain 

thoroughly the central elements of the model for this study. 

 

Figure 8 The Determinants of National Advantage (Source:
Porter, 1998, p. 72; p. 127). 
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3.3.1 Factor conditions 

 

Factors of production are the inputs that are needed to exist in an industry. 

According to the theory of trade, a nation will export the goods which make 

intensive use of the factors that the nation is relatively well endowed with. Few 

factors of production are inherited by a nation. The most important factors are not 

inherited, so it is possible to assume, they are being created within the nation. It is 

rather surprising that an abundance of factors can be a disadvantage. Sometimes it 

is better to have a selective disadvantage to be able to sustain the competitive 

advantage.  

 

Factor endowment 
Porter means that to be able to talk about competitive advantage of a nation it is 

necessary to precicise the factors of the theory of trade. As a result the factors can 

be grouped in various broad categories; which will now be briefly explained.  

 

Human resources is a necessary resource. Human resources can have different 

skills, be cheap or expensive and be a scarce or an abundant resource. Also 

physical resources are important, these represent the resources that can be found 

within the country, that is land, water, minerals etc. In a broader view, also the 

location and geographic size can be considered to be physical resources. A nation 

would not be able to compete if it would not have scientific, technical, and market 

knowledge, that is knowledge resources. As with all kind of economic activities, 

capital resources are usually scarce resources. Industries are also dependent of a 

well functioning infrastructure, a functioning transportation, and communication 

system etc. These resources usually differ between different nations.  
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Hierarchies among factors 
It is possible to distinguish between various groups of factors using different 

discriminants. Porter distinguishes between basic and advanced factors. The basic 

factors include resources that can be obtained without any particular effort, for 

example natural resources, unskilled and semiskilled labour, and debt capital. On 

the other hand, the advanced factors include more elaborate resources such as 

modern digital data communications infrastructure, and highly skilled labour. 

Basic factors have lost their importance; today they can not secure sustainability. 

To achieve differentiated products the advanced factors are of great importance. It 

is however important to consider that the advanced factors are built upon the basic 

factors.  

 

Another distinction that can be made is between specialised and generalised 

factors. The specialised factors are factors that are typically aimed at a small part 

of the nations industries, while the generalised factors apply to a broader group of 

industries. To be able to compete well it is important to have specialised factors. 

The generalised factors tend to be available in many nations.  

 

Implications of different factor types 
This section is, if nothing else stated, based on the thesis writer’s ideas about an 

optimal factor mix. As the observant reader has noticed, two different distinctions 

between factors have been made. The type of factors that to a greater degree 

guarantees sustainability are specialised and advanced. The quality and quantity of 

the factors determine the level of sophistication of the competitive advantage. 

Competitive advantage based on generalised and basic factors tends to be 

unsustainable, when other nations progress a little the competitive advantage is 

eroded (Porter, 1998). Porter (1998) claims that what is an advanced factor today 

may tomorrow be a basic factor due to the dynamic evolution. He expressed the 
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same idea in his paper from 1986, where he wrote that the traditional factors seem 

less important nowadays.   

 

 

 

Figure 8 indicates that there is an infinite number of combinations of advanced and 

specialised factors that give an equivalent factor mix. More specialised factors 

imply that it is more difficult for competitors to imitate them. On the other hand 

there is a risk when there are discontinuities in the evolution such as technological 

breakthroughs. The specialised factors can then become obsolete and difficult to 

use in the new environment setting. When a firm possesses more advanced factors 

then it has already acquired some of the basic factors and is now evolving. 

Advanced factors are more difficult to imitate. The general evolution is that more 

advanced factors are used and they are becoming more specialised over time 

(Porter, 1998). This means that today’s advanced factors become the basic factors 

of tomorrow and that the specialised factors becomes generalised factors (Ibid). 

Figure 8 Optimal factor mix. 
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Figure 8 proposes that to fight the forces that draw the factors towards the origin of 

the coordinates the firm must try to evolve towards more advanced and specialised 

factors. 

 

3.3.2 Demand conditions 

 

Porter writes in his book “The Competitive Advantage of Nations” that different 

types of demand influence the competitive advantage of the industry. A firm 

always tries to satisfy buyer needs. The character and mix of the buyer’ needs 

influence the way the firm perceives and responds to the buyer’ needs. 

Competitive advantage is obtained when the home demand gives local firms a 

clear picture of what is considered important to satisfy their needs. This also 

includes that the buyers are more sophisticated and therefore pressure the firms of 

an industry to innovate. There are three characteristics that Porter states should be 

considered of particular importance to achieve competitive advantage; segment 

structure of demand, sophisticated and demanding buyers, and finally, anticipatory 

buyer needs.  

 

Segment structure of demand will not be treated in this work since it is not of 

importance for this study. A far more relevant characteristic that should be 

considered is the sophistication of the buyers. A sophisticated buyer makes it 

possible for the firms of an industry to see what needs the most advanced buyer 

has. Local firms can be pressured to improve quality, features, and service. The 

presence of sophisticated buyers does not per se create competitive advantage, but 

it helps to sustain it.  
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3.3.3 Related and supporting industries 

 

Competitive supplier industries in a nation can in several ways create advantages 

in downstream industries. A competitive supplier might give access to machinery 

or inputs. However, what is of more significant nature is the process of innovation 

and upgrading. A close co-operation between world-class suppliers and the 

industry creates competitive advantage. By having the supplier nearby, transaction 

costs are reduced.  

 

The existence of related competitive industries often creates new competitive 

industries. Related industries can co-ordinate and share activities in the value chain 

when competing. The existence of this type of relations makes it possible to have 

information and technological interchange between the different firms. Offering 

complementary products by firms in the same nation can also result in more cost 

effective. However, all benefits from related and supporting industries are 

dependent on the rest of the diamond.  

 

3.3.4 Firm strategy, structure and rivalry 

 

National advantage is the result of a good combination of for example firms’ 

organisation, their environment, and how they are being managed. The pattern of 

local rivalry has an important impact on the process of innovation and the 

prospects to succeed on an international market.  

 

Porter claims that a company’s goals should be congruent with its sources of 

competitive advantage; otherwise there is a risk that the company will not succeed. 

The company goals are the result of a combination of ownership structure, 
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motivation of owners and debt holders, motivation of senior managers etc. In 

different countries there are different levels of pressure from stock-owners.  

 

Porter argues that vigorous domestic rivalry is a predictor of competitive 

advantage in an industry. Competition with foreign firms is quite different from 

competition with domestic firms. While the first type is not positive for the nation 

the second type actually promotes innovation and development. The innovation is 

not simple innovation, it also implies an upgrade of the competitive advantage.  

 

The local competitors force each other to reduce costs, improve quality and service 

etc. There can also be a positive feedback from the firms that succeed, since they 

indicate that advancement is possible. Local competition forces firms to sell abroad 

if they want to grow. Domestic rivalry also creates an advantage for the whole 

industry, as the rivalry makes the firm cover more segments and use different types 

of strategies.  
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4. Empirical material 
 

In this part of the thesis, the empirical material that was gathered from the 

interview will be presented.  

 

4.1 Bukowski design 
 

The firm that has been studied in this master thesis is Bukowski design, a firm that 

manufactures and sells teddy bears all over the world. Bukowski design has five 

employees in Sweden, however, when the firm needs more workers, then they are 

hired by the hour. Usually this occurs when the firm has special promotion tours, 

or visits trade fairs. Globally, the firm employs more than a thousand people7.  

 

The firm started its activities by selling office material to Kooperativa Förbundet, 

Bokea and other big firms in Sweden. The products the firm sold were agendas, 

pencils, pencil cases, notebooks, etc. Back then, the firm presented for its clients 

the new collections, and most of the products were designed by other designers, 

but the firm also designed some products. Most of the products were bought from 

Asian countries, such as Korea, Taiwan, and China.  

 

The current product was invented by a coincidence, the two first teddy bears were 

made for the CEO's sons when they were born. The CEO says that she always 

wanted to do this kind of products, but that her husband told her that it was 

unprofessional and that the firm should stick to its products and clients, instead of 

investing in high-risk projects. The CEO did not listen, and she sew up by herself 

                                           
7 This includes the factories’ employees. These are not, however, employed by Bukowski design directly. 
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seven prototype teddy bears. She went to Poland, bought material, and found a 

small factory that made the teddy bears professionally. The teddy bears were 

exposed at the Formex trade fair8 in 1989, together with the firms’ office products. 

This trade fair gave, according to the CEO, a first indication that the product could 

become a best-seller. Instead of getting orders for its established products, 

everybody started to order teddy bears. The CEO means that this was a big 

surprise, because the teddy bears that were exposed were like most of the teddy 

bears in the present collection, with an old look that resembles English teddy bears. 

She means that at that time, the teddy bears that were sold in Sweden were more 

elaborate, while her teddy bears had a rougher look, which made them unique in 

the segment. The success in the trade fair made the firm return for the next trade 

fair held six months later. The firm still had their office products and the teddy 

bears were still not in focus. During the first morning, the teddy bears alone paid 

the rent for the firm's stand for the whole trade fair. Since the demand was so 

strong the CEO created thirty models for the next trade fair, and from that point the 

product range has been expanding and the office articles were discarded. Presently 

the firm divides the year into two seasons, for each of the seasons about hundred 

new models are presented. The products range from mini teddy bears, to huge 

teddy bears. Also some innovations have been made, figures for different 

occasions such as Christmas have successfully been included into the product 

range. All the firm's products, even the smallest teddy bear (it is about 2 cm high) 

can move all of its limbs.  

 

 

 

                                           
8The trade fair is in Stockholm, and it has two expositions each year 
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4.2 The internationalisation process 
 

The first country in which the firm sold teddy bears was Sweden. About two years 

after introducing the teddy bears in Sweden, the teddy bears were so popular that 

the firm started to think about expanding to other markets. The first market that 

was chosen was Norway, the reason was that the CEO thought that Norway is a is 

very similar country to Sweden when it comes to taste, behaviour etc. The firm 

therefore decided to go to a trade fair in Oslo. The reaction was similar to the one 

experienced in Sweden. The main problem, according to the CEO, was to teach the 

customers what kind of product the firm was selling. Although it shares some 

qualities that makes it possible to consider it a toy, she means that it is a gift, and 

that it shall not be confused. Six months after the trade fair in Oslo, the firm went 

to a trade fair in Denmark and was well received there too. Shortly after people 

began to come from Finland to buy products, therefore the firm decided to find an 

agent for Finland. At this stage, the firm itself took care of the sales to the other 

Nordic countries. The firm consolidated itself on the Nordic markets, and kept 

selling only to the Nordic countries for about four years. The next step in the 

internationalisation process was a visit to the trade fair held in Frankfurt. The CEO 

claims that these trade fairs9 are the worlds biggest when it comes to exposition of 

gift articles. She further claims that this was the great breakthrough for the firm, 

while the trade fairs in the Nordic countries mostly generate visitors from the 

region, the trade fair of Frankfurt attracts people from the whole world. At this 

moment of time the firm was still operating with only one factory, and at the same 

time as the firm was contacted by people that wanted to be agents for the teddy 

bears in different countries, the firm realised that it would have to increase its 

production. Therefore at this moment the second factory was started up from 

                                           
9 The spring trade fair is called Ambiente and the autumn trade fair is called Tendence 
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scratch, it was important for the CEO to be able to handle everything on her own, 

which limited the speed of the internationalisation. The first country outside 

Scandinavia was Austria, which was followed by France. Shortly after the firm had 

went to the trade fair of Frankfurt, it withdrew its presence on the trade fairs in 

Norway and Denmark. To not lose market shares, the firm decided to have agents 

for these markets. According to the CEO, the firm has agents in all European 

countries and in most other countries of the world. In most of the countries, the 

firm has only one agent, but there are however some markets were the firm uses 

more agents to be more effective. There are also markets where the firm does not 

involve agents, since they would try to sell too much products, considering the 

factories capacity. The CEO means that some of the agents are more developed 

than others are, but that the firm calculates that as time passes by all will be at the 

same level. One activity that all agents carry out is to expose the products on the 

national trade fairs, the firm can thereby be present on all important events in the 

whole world. Some of the agents have other products that are directly or indirectly 

related to the firms' products. For example in France the agent is a firm that sells 

furniture, and the products are sold in the furniture shops. Apart from selling in the 

furniture shops, this agent also distributes the products to other companies. One of 

the countries that have been difficult to penetrate is Spain, the reason according to 

the CEO is that the climate makes it necessary to use different design, and different 

materials. Spain is also one of the newest countries in which the firm has an agent. 

The firm has been present on the Italian market for some years now, and the CEO 

concludes that Italy is another market that is hard to manage, but when it is well-

managed sales are high. In general, she means that the Central European countries 

are easier to manage, and that they create fewer problems.  
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4.3 Production 
 

The firm uses two manufacturing plants in China, and these plants are totally 

dedicated to Bukowski design. According to the CEO, the firm totally controls all 

activities in the factories, the only difference is that the firm at the moment does 

not own the factories. This means that no other firm can use these manufacturing 

facilities without permission from Bukowski design. One of the factories existed 

earlier in another form, but was later adapted to the needs of the firm, meanwhile 

the other was created from scratch together with the CEO. In the latter case, the 

firm helped a person that was interested in starting up a factory. The firm invested 

some risk capital and structured the organisation to fit its needs. When the factory 

was able to survive by itself, the firm took back its capital. The reason for this, 

according to the CEO, was that she would not have enough time to manage the 

factory, and she chose therefore to withdraw the money. The CEO claims that with 

the present organisation, the firm organises how the work should be carried out, 

while the owner of the factory is responsible for carrying out the work in the way 

that he has been told to do. The CEO means that the factories are located in a zone 

where there are many good, skilled workers. She further means that at this price, it 

is difficult to find workers that are skilful, and that are not children. The CEO 

argues, however, that even firms that are relatively small should take their 

responsibility and not hire children for their business. Although cheap skilful 

workers are desirable, there was another factor that also influenced the decision, 

the materials used for the teddy bears are also bought in this part of the world. 

 

The first factory the firm used was situated in Poland, but it did not work out well. 

Subsequent intents to find a good factory were done in various countries in Asia. 

The CEO means that the process to come to the present organisation took a few 

years. Presently the firm uses its two factories in Shanghai and Shingdow, and 



Empirical material 

-71- 

additionally, it hires manufacturing time in a third factory when its own capacity is 

not sufficient enough. This third factory is also located in Shingdow, and the firm 

has cooperated with the factory for five years.  

 

4.4 Price setting and profit 
 

The price setting process of the firm is complex and involves various steps that 

will now be described. As has earlier been mentioned, the firm does not own the 

factories, thus it has to buy its products from the factory. The CEO means that she 

meets the owner of the factory and that they together make calculations regarding 

how much material will be used, what the material costs, and how much time it 

takes to make one teddy bear. Some models require more calculations, if the teddy 

bear has wires and special materials, then this is usually reflected in the production 

price. Further, consideration is taken so that the factory will be able to pay its 

employees, taxes, and other expenses.  From this basic calculation a factory price 

is set, which also includes a profit margin for the factory owner. The factory price 

represent the minimum acceptable price for the factory, given the material and 

work process. The firm, however, needs to make more calculations to be able to 

decide what price to take from its clients and if it is acceptable. At this stage the 

firm considers its transportation costs, the cost of having the products in stock, 

handling costs, and the salaries of the employees of the firm. If the price seems 

reasonable, they decide upon the factory price and proceed with the production. If, 

however, the price is too high, then the firm does not want to put pressure on the 

factory to lower its costs, instead the CEO studies, together with the factory 

owners, if it is possible to change some material or to modify the model so that it 

will be easier to sew. The CEO means that one of the greatest advantages of the 

firm is that it knows the costs of every step in the production, and that it can 
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control it with great precision to fit its needs. Generally, the firm tries to make a 

profit of 60% of the total price, but in many cases it has to settle for less since the 

local demand conditions makes it necessary to have a lower price.  

 

The agents earn 30% of the price given by the firm, which makes it necessary 

sometimes to accept a profit margin of 10%. The price setting is, according to the 

CEO, crucial to the firm's success. The firm is able to provide all people from the 

factory to the seller to make profit, without asking too high a price of the end 

consumer. The pricing in the different countries depends partly on the agent. The 

first year the agent can do whatever he wants to do when it comes to pricing. The 

agent has a trial contract and if it does not function well, the firm will not sign a 

new contract with the agent. The firm however recommends its agents to not add 

more than 10-30 %. The prices are generally a little bit lower in the countries that 

are handled by agents, that is, all countries except Germany and Sweden. The firm 

does not want to decide what price to use in different countries because of two 

reasons; first, the firm does not have the capacity to be able to set a reasonable 

price since it does not know the specific conditions of all of the countries, the 

second reason is that the firm believes that the agent will do his very best, since his 

profit depends on his efforts. The CEO argues that the same product can have very 

different prices, not only depending of the price level of the country, but also of 

consumer taste. A teddy bear that is very popular in one country will have a 

different price in a country where it is not popular. The CEO further argues that the 

differences in taste are very important to take into consideration, because some of 

the teddy bears that are popular in France, Spain, and Italy are almost impossible to 

sell in the Nordic countries.  
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4.5 Knowledge 
 

The CEO means that the main knowledge that has been acquired over the years is 

very specific knowledge regarding consumer taste. In the beginning the firm did 

not know what the different markets demanded, although some basic assumptions 

were made. Nowadays the firms design its products specifically for a given market, 

even though the product can be sold in other markets too. The adaptations that 

have to be done are not only related to design, but also to choice of material. The 

firm has deliberately tried to avoid getting to know more about the markets in 

which it is present if every thing has functioned well. If there are problems to sell 

in a country, then the firm tries to get to know why and learns quickly about the 

specific conditions that prevail. The CEO is pleased with the firms' agents, some of 

them have managed to win various awards as best company of the year. This is one 

of the arguments that she uses to explain that if the agents work efficiently, then 

there is no need to use important time to learn more about a specific market.  

 

4.6 Selling structure 
 

The firm has adopted a selling structure that, according to the CEO, is not very 

common for firms in the industry. While all competitors have sellers that go to the 

different shops and sell the products, Bukowski design lets the clients contact the 

firm. This system is adopted in the entire world, the agents do not visit any 

particular shop. The reasons for this, according to the CEO, are several; the firm 

prefers to show as many products as possible to its clients, and she means that this 

would not be possible if the firm used sellers. However, another interesting reason 

is that the firm has never had problems of finding buyers for its products, which 

has made it unnecessary to adopt a big seller organisation. 
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The agents are strongly supported by the firm, the CEO makes several trips each 

year to visit the different agents. The firm tries to transmit a consistent image in all 

markets, and to be able to do that the firm needs to show the agents the values that 

the firm represents. Therefore, the CEO visits various trade fairs and gives 

suggestions to the agents on how to present the products, and to whom the agents 

can sell the products. The firm does not allow the agents to sell to toy stores, nor to 

chains that sell cheap products. The idea behind this is that the buyer should not be 

able to find the product almost anywhere, therefore the firm prioritise gift shops, 

furniture chains and other types of firms that are more specialised.    

 

The CEO means that the firm can choose from a variety of agents for every market 

and that it only chooses to cooperate with big firms that have the necessary 

knowledge and capacity to be able to distribute its products. Except the very first 

steps of internationalisation when the firm deliberately chose where to sell its 

products, the subsequent steps were more chaotic. The CEO argues that the order 

in which it has entered into different countries has partly been decided by when an 

interesting agent has shown his interest for selling the product. Most contacts with 

agents have been established during trade fairs, the CEO claims that during a 

normal trade fair there are various agents that come and want to sell the firms’ 

products in different countries. The firm is generally interested in knowing what 

the agent has done before, and together with the agent the feasibility of selling the 

products in a given country is discussed. If Bukowski design believes it to be an 

interesting partner, a trial contract that lasts for about one year is agreed upon. At 

the end of the trial period the firm looks at the achievements of the agent so far and 

if the firm believes that the agent has done well a new contract is signed, otherwise 

the firm chooses another agent for the country. The CEO means that it has only 

happened a couple of times that an agent has been changed, this is due to the rather 

strict control that the firm has over its agents.  



Empirical material 

-75- 

The firm has a store in Frankfurt that is dedicated to Bukowski design, although 

the firm does not own it. This store was the first of its kind, and it was followed 

this year by Bukowski Gallery, a store in Krakow (Poland). The firm does not have 

any store of its own in Sweden, but it is possible that it will open a store in 

Gallerian, Stockholm. The main reason that the firm has not opened any own store 

in Sweden is that it would be necessary to use more time to control everything, the 

CEO means that the same responsibility to control does not exist for the stores 

outside Sweden. The reason for this is, according to the CEO, that it is impossible 

to visit them on a regular basis and maintaining operations at home. 

 

Today the firm handles the Swedish and the German market itself; while the firm 

uses agents for the rest of the world. The firm has signed a contract with DHL, 

who for 25 Euro, delivers its packages to all of its providers. According to the 

CEO, this kind of contracts is one of the main reasons why the firm prefers to 

handle the distribution by itself to Germany. The firm has more than thousand 

clients today from all around the world, and the CEO does not know in which year 

it started to sell to a specific country. The reason is that, from selling to a very 

limited number of countries, this number was rapidly increased without any kind 

of underlying logic. In the USA, the firm sells directly to a few number of firms; 

the reason not to contract an agent is that the firm does not want to grow too big. 

The same thinking applies to for example the Australian market, if an agent would 

be used, the firm would have to open a third factory, which according to the CEO, 

is not possible today because of her limited time. 
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4.6 Firm strategy 
 

The strategy of the firm is not professional according to the CEO; the mission of 

the firm is to provide work, and to make it possible for the people working in the 

organisation to live meaningful lives. At the start the firm was much more oriented 

towards profit. The decision to internationalise, and to increase its business 

activities were the results of this need to be profitable. During the first years this 

was the main objective of the firm, but lately the focus has changed slightly. The 

firm today stands on a rather solid ground, and therefore other objectives have 

become more important. The CEO means that the firm has an important 

responsibility towards all people that buy its products, as well as towards the 

people that work for the firm. She claims that today, more than just thinking of the 

well-being of the firm, also the well-being of the people that produce the products 

has become highly prioritised. Also the philosophical beliefs of the CEO are 

slowly being transferred to all the countries. The CEO sees this as a challenge, and 

hopes that she can improve the working conditions of the factory workers by 

adopting a more familiar culture.  

  

Every teddy bear has its own name, and it is inspired by a real-life person. This 

concept of personal teddy bears is even taken further, at the trade fairs the teddy 

bears are considered as persons and not as products. The client that wants to buy 

the product will, according to the CEO, have to search for a number that identifies 

the product since product numbers are not in focus.  

 

About 80% of the clients are adult persons, according to the CEO. She means that 

adults use to collect the teddy bears, at the promotion tours the firm meets people 

that have lists with teddy bears that they have and teddy bears that they would like 

to buy. The collectors, as she calls them, can sometimes have a few hundred teddy 
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bears. In general, she means that people give very good feedback when the firm 

meets them in different occasions, and that many times the people the firm meets 

give it the impulses that are needed to create new products. The CEO, therefore 

believes that it is important to visit as many trade fairs as possible, not only to sell, 

but also to get feedback from the clients. She argues that some countries are more 

important than others are when it comes to give ideas that can be used in other 

markets. A new product that is being designed at this moment is a book for 

children with photos and stories about the teddy bears, this product has been totally 

impulsed by the clients, that believe that this kind of product is desirable.  

 

The products all come to the general warehouse in Stockholm where they are 

prepared and dispatched to the rest of the world. The CEO means that it is 

meaningful to send everything to Sweden first, because otherwise there would be a 

major need for her to reorganise and to increase her control of what the factories 

do and how they do it. Another issue, according to the CEO, is that to be able to 

handle the packaging and the logistic part in China, a great part of the economies 

of scale would have to be sacrificed. Also the production process would gain much 

more complexity because of, for example, the need to do more settings to the 

machines. Today the firm usually puts orders of between 20.000 and 50.000 of 

teddy bears of each model, these are transported to Stockholm were they are 

repackaged and prepared for the firm's clients. The CEO means that this 

repackaging activity is important, since the packages that the firm uses fit perfectly 

the needs of the firm's clients. 
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4.7 Economies of scale 
 

One of the strengths of the firm at this moment is, according to the CEO, that it 

produces so many teddy bears so that the firm can exploit advantages of size. The 

textile used in the production is bought by yards, as quantity increases the firm is 

able to reduce the price of the material significantly. The textile that is used for the 

teddy bears is bought and selected by the CEO during journeys to Asia. Earlier the 

CEO travelled around the world searching for the cheapest possible material that 

was of a certain quality, nowadays only some factories are visited that earlier have 

been able to provide the firm with textile to a good price. The eyes of the teddy 

bears are, however, bought in Italy since the firm believes that these are of better 

quality than can be found elsewhere. The quantity aspect can in some cases decide 

whether or not the firm should produce a product. Small batches are not profitable 

at all for the factories.  

 

4.8 Competition 
 

The firm was first on the Swedish market with this type of teddy bears, a few years 

later Teddy Kompaniet started to imitate the firm's products. According to the 

CEO, this company was never a real threat because it has a rather small market 

share, and its teddy bears were not very well received by the clients. Nowadays 

Teddy Kompaniet, has changed its product range and exists in all Nordic countries. 

On the global market there are two other big and important competitors; TY and 

Raspberry. The latter is an American firm that is much bigger than Bukowski 

design, and it relies heavily on sellers in its markets. When the firm started to 

internationalise, this was detected as something threatening by Raspberry, which 

tried to stop them the best that it could. The CEO explains that Raspberry even sent 
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people to spy on the firm, and that they bought teddy bears to do reverse 

engineering. Another action that was taken was that Raspberry lowered its prices 

by 30% to reach the same price level as Bukowski’s products. The CEO means, 

that many of the firms clients earlier bought Raspberry’s products, which, 

according to her, means that maybe they were a real threat. When it comes to TY, 

this competitor is not a direct competitor, since its teddy bears are less elaborate. 

There are, however, other competitors also on the market, but they did not react 

strongly when the firm entered their markets, so therefore the firm does not 

consider them key competitors.  

 

4.9 Government 
 

The firm has never received any help from governments nor other national 

institutions, it has totally relied on its own capacity. This is also true when it comes 

to financing the first years of a firm, except a loan that amounted up to 50.000 Kr, 

the firm has not used any external financiers. The CEO means that apart from 

being the mentality of the firm to avoid dependencies, some luck has also been 

involved to make it possible to have long credits, and to organise the entire firm so 

that its capital need was dramatically reduced.  

 

4.10 The clients 
 

The reader might wonder who the clients of the firm are. The clients of the firm 

can broadly be divided into three different types. The agents buy the products from 

the firm and sell them on the foreign market, and in this case the client could be 

considered the agent. When the firm sells its products to local retailers, then the 
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local retailer should be considered the client. The last client type is the end 

consumer, this type of sales are tied to the firm’s promotion tours. The firm 

influences how its products are sold to the end consumer, although the client is an 

agent or retailer, which the CEO considers important.  
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5. Analysis 
 

The presentation so far in this thesis has not given any obvious answers to the 

research questions. This part of the work will try to analyse the data that has been 

collected about the firm studied using the theoretical framework that was presented 

in the frame of references.  

 

5.1 The Uppsala model 
 

In this section the empirical material will be studied using the framework presented 

by the Uppsala model.  

 

5.1.1 Psychic distance and the internationalisation process of the firm 

 

Bukowski design started its business in Sweden, and it started to internationalise 

when it saw that the products could be successful in other countries. The first step 

to internationalisation was to visit a trade fair in Norway. According to Johanson 

and Wiedersheim-Paul (1975), the concept of psychic distance would condition the 

firm to go to psychically close markets. To be able to assess the psychic distance 

the thesis writer has found it necessary to rely on Hofstede (2001). Hofstede’s 

(2001) study showed that Sweden and Norway have similar culture. The cultural 

aspect is only one part of psychic distance, but the thesis writer will use it as an 

approximation to psychic distance. The reason for this is that it has not been 

possible to find any study that measures the psychic distance, which is an 

expression of the need to further operationalise the concept. Some researchers, for 
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example Stöttinger and Schlegelmilch (1998), argue that it is the psychic distance 

perceived by the managers that has traditionally been considered important. On the 

other hand, Klein and Roth (1990) included factors that make it possible to believe 

that the psychic distance does affect the whole organisation, rather than just the 

manager. It is, however, possible to argue that it is the decision-maker that mainly 

will influence the behaviour of the organisation. The CEO commented that the 

decision to go to Norway was based on the belief that Norway is a similar country 

to Sweden, and that the consumer behaviour should be similar. This proposes the 

thesis writer to claim that the firm started selling to a country that would have been 

predicted if using the Uppsala model.   

 

The second country Bukowski design chose to aim at was Denmark, also this 

country is psychically similar to Sweden, and it is possible to believe that the 

psychic distance was important for the firm’s decision. The firm actively searched 

these two first markets, while the third country that they sold their products to, 

Finland, was the result of a perceived business opportunity, which was detected 

when people came from Finland to buy the products.   

 

The firm’s internationalisation process so far could have been explained solely by 

psychic distance. Hofstede's (2001) study showed that these countries are 

psychically close, when it comes to the cultural aspect. Therefore it seems logical 

that the next step for the firm was to go to the trade fair in Germany, which is 

another close and similar market. Until this point it is possible to claim that the 

psychic distance has been influencing the firm’s decisions, and the thesis writer 

interprets that the CEO's thoughts about these countries confirms this standpoint. 

The firm did however not start to sell to Germany at this point, it chose to start 

selling in Austria and continued its expansion with France. The thesis writer 

believes that especially France was an odd choice, if the firm would only consider 
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psychic distance. This choice was however motivated by the CEO considering 

other factors that will be analysed later. At this moment, it might however be 

appropriate to point out that it would be possible, given the scarce resources at the 

moment, to consider the first stages of internationalisation as a search for optimal 

resource allocation. If this is the case, then psychic distance loses its explanatory 

value, or it might be a subset of a factor that explains the search for the optimal use 

of the firm’s resources. Another possible explanation is that the firm found an 

alternative strategy, which made it possible for the firm to ignore the psychic 

distance. This is in accordance with what Evans et al (2000) write about how 

psychic distance can become unimportant in certain strategic settings.  

 

The trade fair in Frankfurt did change the pattern of the internationalisation of the 

firm. The CEO said that one of the differences between the trade fair in Frankfurt 

and the other trade fairs the firm had visited earlier was the size, and the presence 

of international agents. Therefore, the exposition in Frankfurt gave the firm many 

valuable contacts around the world, which made it possible for the firm to 

internationalise at an even higher pace than earlier. It seems as if the firm's 

internationalisation process, from this point, can not be satisfactory explained 

using psychic distance as a predictive variable. It is however true that the firm's 

internationalisation could roughly be explained, since the main pattern would be 

that the firm started covering Europe, before it went to other countries on other 

continents. It was hard for the CEO to remember in which order it entered 

subsequent countries because it all happened very fast after the Frankfurt trade fair, 

but in this early phase also some activity was started up in the United States. The 

above discussion gives further support for the idea that it is possible that other 

factors might have been more important to the firm than psychic distance. The 

main pattern to first expand to other European countries could possibly be 

explained if Europe could be considered a regional market, or a limited group of 
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regional markets. If this is the case, then the expansion to other European countries 

could be considered as an almost domestic operation, whereas the expansion to 

other continents and countries should mean greater difficulties for the firm.  

 

5.1.2 Market size and the internationalisation process of the firm 

 

Johanson and Wiedersheim-Paul (1975) believe that as a firm progresses, psychic 

distance becomes less important and potential market size becomes the most 

important factor. In the case of Bukowski design the potential market size could be 

considered important, but not decisive for where the firm would go. Even though 

large companies have the capacity to produce big series and increase capacity if 

things are going well, this not the case for Bukowski design. This limits the firm’s 

possibilities to expand, making the selection of markets more important, since it 

does not have the capacity to be fully involved in all of the markets. Another 

reason could be that the firm does not actively seek its clients, but that the clients 

rather come to the firm. This makes it possible for the firm to choose where to go, 

without having to deal with the problem of contacting people in interesting 

countries. Rather than considering market size, the firm has emphasised good 

relations with its agents. This can also partly explain why the firm chose to enter a 

specific country- good relations that could prove profitable, and the relatively 

small risk taking. This limited risk taking has made it possible for the firm to 

expand to almost all of the world’s countries, and it is now in a situation in which 

it has reached its total risk frontier. The next step to open a third factory, would 

mean a greater commitment, and the perceived risk exceeds the firm’s willingness 

to accept it. 

 

Johanson and Widersheim-Paul (1975) claim that market size is growing in 
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importance over time because the firm commits itself more to the market. This has 

not been the case of Bukowski design, which can be another explanation for the 

relatively small interest in market size. The firm is, however, quite interested in 

market size from another point of view, the firm does not believe that it is ready to 

take on very big markets. It is, however, true that the firm is present in markets 

such as USA and Australia, but its participation is very limited. Therefore market 

size has partly decided the form of entry into different markets. This could be seen 

as a first step towards an approach that considers competitive advantage, and 

optimal resource allocation. There is no evidence, that the assumption made by 

Johanson and Wiedersheim-Paul would be incorrect, but there is no proof that 

market size becomes more important over time.  

 

5.1.3 Knowledge and the internationalisation process 

 

The Uppsala model relies heavily on the assumption that firms originally lack 

knowledge, and that this knowledge can only be acquired through market presence. 

Transferring the concept to a well known domain this could be explained using an 

accelerating vehicle in the following way; the lack of knowledge could be 

considered as a friction to go abroad, but it is there and necessary to make 

progress, as the firm internationalise the total friction gets higher, but the 

accumulated knowledge makes it less noticeable. The firm in this thesis has gained 

knowledge through its expansion, but the knowledge it has acquired over time has 

not changed the behaviour of the firm when it comes to choice of market. Johanson 

and Vahlne (1977) argue that the most important obstacle for a firm to overcome in 

order to internationalise is lack of knowledge, at least in two cases, when the firm 

increases its involvement in a country, and when the firm successively establishes 

operations in new countries. The thesis writer interprets that the firm did not have 
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enough knowledge in the beginning to go to a trade fair in a very different country, 

with totally different tastes and infrastructure. This was, however, not perceived by 

the firm as a limitation, given its way to expand to new markets. As has been stated 

earlier, the firm started its internationalisation by exposing the firms’ products on 

local trade fairs. The reason for this is that, in the thesis writer’s eyes, trade fairs 

are good meeting places, and the mentality of the firm is in concordance with the 

concept of exposing the products and let the clients contact it. Trade fairs seem to 

be an interesting alternative for small firms to internationalise since the time that is 

spent on contacting agents is reduced. This seems important, especially if the 

manager wants to control every aspect, and if Drucker’s (1998) assumption that 

managerial resources are scarce is true.  

 

The concept of psychic distance explained the very first steps of the 

internationalisation process, but the subsequent development is apparently 

different. The lack of knowledge about other markets that the firm should consider 

as a barrier to further expansion, does not seem very important if the firm decides 

to use agents. The main reason is that by using an agent, the agent acquires 

knowledge about a particular market, as well as an infrastructure for sales in a 

country. It is possible to argue that a firm still has to contact the agent, this can, 

however, be done in very different ways. In the case of Bukowski design, the firm 

followed the Uppsala model’s first steps, until it came to a trade fair that had 

international agents. From that point, the firm had the possibility to write contracts 

with agents from many different countries. This proposes, according to the thesis 

writer, that lack of knowledge can constrain internationalisation, but at the same 

time to be able to expand to a very different markets quite limited knowledge is 

needed, at least if the agent is competent and a low market commitment is strived 

for. If a firm wants to have a stronger establishment, and therefore is ready to 

commit more resources, knowledge once again becomes a constraint. It is also 
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possible to believe that a firm that has a relaxed attitude towards 

internationalisation, and does not hurry can internationalise with less knowledge. 

This could be illustrated by Bukowski design that gives the agent one year to 

establish the brand on the market, and if it does not work, something is changed. 

The firm then has the choice to change agent, or to withdraw its operations in a 

specific country. This way of internationalisation is further discussed in the section 

that studies how the factors interact. 

 

The thesis writer believes that it is important to discuss the two different types of 

knowledge that are presented by Johanson and Vahlne (1977); objective 

knowledge and experiential knowledge. Bukowski Design has during its active 

years gained much experiential knowledge, for example, how to write contracts 

and what criteria are necessary to assure that they get a good agent etc. This 

knowledge has been used to refine procedures, and to optimise how activities are 

carried out. There is no doubt that this knowledge has been important for the firm 

and its internationalisation, since experience makes it possible to avoid pitfalls, and 

to sort out the important data from the information that the firm faces. The 

objective knowledge can be learnt through studies, and in this particular case this 

type of knowledge is rather scarce in the firm. The CEO does not have any formal 

studies in business management, and everything that the firm does related to 

managing a firm is a reflection of basically experiential knowledge. The firm, 

however, possesses objective knowledge when it comes to design, which in this 

case has been enough to be able to stay in business, and even to expand. Johanson 

and Vahlne (1977) claim that experiential knowledge is most relevant for the 

Uppsala model, since it is not easily acquired. This makes the thesis writer believe 

that Bukowski design’s relatively broad experiential knowledge helped it in its first 

stages. The thesis writer believes that the early experience that the CEO had by 

importing products to Sweden from Asia, gave the CEO the necessary experiential 
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knowledge as to be able to risk to go abroad with the firm's current products. At 

the same time, this knowledge can have limited the firm’s internationalisation, 

since the CEO seems to believe in a working concept, and is not eager to change it 

to something new.    

 

Johanson and Vahlne (1977) make a distinction between general knowledge and 

market knowledge. The latter is tied to a specific market, as opposed to the first 

type. Whereas the first is not tied to a specific market, so is not the case with 

market knowledge. The latter could be considered to be quite limited in the firm, 

since it knows what consumers in different countries demand, but it does not have 

any knowledge that a firm with more commitment would have. This means that the 

firm, in most of the countries only has a superficial knowledge. In some countries, 

where the firm has experienced problems to penetrate, it does possess some deeper 

knowledge since it has been involved in resolving the problem. According to 

Johanson and Vahlne (1977), market knowledge is best acquired through 

operations in specific markets, and it is possible to claim that this is reflected in the 

case company. There is however one important remark to make. The firm's CEO 

has never been interested in acquiring any deeper knowledge about other countries. 

Therefore, although the agents sometimes have shared their knowledge about their 

countries, the CEO has not been interested. At least in this case, it is possible that 

the firm could have known more about the markets in which it operates than is the 

case. Market knowledge is closely related to market commitment according to 

Johanson and Vahlne (1977), which makes it interesting to see if it is possible to 

find any indications of this in the firm.  
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5.1.4 Market commitment and the internationalisation of the firm 

 

In the previous part, knowledge was studied, and it was clear that the firm 

possesses market knowledge, this knowledge is, however, superficial. Johanson 

and Vahlne (1977) claim that when the firm acquires more market knowledge, the 

firm tends to commit more to a market. They further claim that this is especially 

the case if it is experiential knowledge that can not be easily transferred to other 

markets.  

 

The thesis writer would like to claim that the firm has quite a reduced market 

commitment, considering its degree of internationalisation. It is valuable to study 

the two components that together define market commitment; resources committed 

and the degree of commitment. Bukowski design, does not have much resources 

committed to a specific market, and the market commitment has changed over the 

years. In the beginning, the firm sold products by itself to Norway and Denmark, 

this taught the firm more about these markets. Using the terms of Johanson and 

Vahlne (1977), this increased knowledge would result in an increased market 

commitment. This would be the result of an increase of the value of its human 

resources. The firm, however, withdrew and put an agent to sell in the country 

when it started to sell to more countries. It is possible to see this as a step 

backwards in the development, but it could also be explained as a resource 

reallocation, and optimisation. The firm did not consider it enough interesting to 

put too many resources in two small countries when there were many other waiting 

to be attended. In this particular case the degree of commitment was rather low, 

since it was the CEO who handled all the markets, and no particular organisational 

change was made to handle it more efficiently. 

 

Today the firm handles the contacts with various markets by itself, as for example 
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the United Stated, and Australia. This means that a reallocation of the resources 

from the relatively small markets to potentially bigger markets has been done. The 

reason for this is, according to the CEO, that letting an agent sell in Norway and 

Denmark does not create any inconvenience when it comes to the order size. She 

further claims that the firm would not be able to handle the sales of some markets 

if agents would handle them. It is possible to claim that this way of thinking is 

rather strange. It can be logical considering the fact that the firm's CEO wants to 

have total control as far as possible. A major expansion would mean that the firm 

would have to commit specific resources to these markets, such as an own 

production plant. The CEO means that this kind of expansion would make her lose 

the control, and that she therefore prefers to do it “her way”. 

 

A new trend can also be seen in the establishment of the two stores in Poland and 

Germany, an increased market commitment in these two markets reflects two 

important aspects. The CEO has great knowledge about Poland, since she lived 

there for several years, and over the years the firm has also been able to gain 

knowledge about the German market. Apart from being two countries that the firm 

knows relatively well, it provides the firm with necessary knowledge as to make it 

possible to expand to other markets with a stronger commitment. It is remarkable, 

however, that the firm still does not have any shop in Sweden. It is hard to find any 

other reasons than the one given by the CEO, that the firm does not have time to 

manage a shop in Sweden. This should be seen in the light of the personality of the 

CEO, who can not relax when she does not control every aspect. Therefore an 

investment in a foreign country initially fits the needs of the firm better, since it is 

possible to let someone else manage the investment. In this case, the shops are 

totally dedicated to the firm's products, and their success could be considered 

important for the firm, not only economically, but also as a source of knowledge 

for further expansions. Another example of initial market commitment is the 
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organisation around the sales to the German market, including the contract with 

DHL. The thesis writer would like to claim that this kind of commitment appears 

in markets that the firm considers especially important. Maybe the presence on the 

German market provides the firm with information about what Porter (1998) 

would call sophisticated buyer’ needs.   

 

5.1.5 Current business activities and the internationalisation of the 
firm 

 

The firm’s current business activities determine to a high degree, what knowledge 

the firm can acquire (Johanson & Vahlne, 1977). This makes it important to study 

to which extent the existing business activities contribute to the knowledge 

accumulation in the firm.  

 

At first the firm did not have much knowledge about what the consumers wanted. 

The firm started off by doing simple assumptions about how the population of 

different countries are. From not knowing anything, today the firm takes into 

account what the different countries demand. This is, however, knowledge that has 

been acquired through presence in the markets. The main sources of this 

knowledge of taste can be contributed to two different facts; sales figures and visits 

to agents abroad. The first gives a hint about what the firm seems to sell in each 

market. It is however important to bear in mind that these figures are only an 

approximation of what the consumers like. Since the agents are free to set their 

own prices, it is possible that in some markets the product that best fits the 

consumer taste is too overpriced to make it attractive to the buyer. On the other 

hand, if the sales figures are good, then it is probable that the products that are sold 

have some attributes that the clients like. The second source is very important for 
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the firm, the agents have greater knowledge about what the consumers like and 

dislike. Therefore, it is possible that one part of the collections reflect what the 

agents believe will be popular. Although not important for this thesis, it is 

interesting that some of the agents have been models for some of the teddy bears, 

this can be interpreted as a way to tie them together with the firm, and to maintain 

the familiar culture that the CEO strives for.  

 

There is no doubt that as the firm expanded its activities, it got to know more about 

different markets, and it is possible to believe that the firm did not know much 

about some of these markets. The thesis writer believes that this learning 

mechanism is reflected in the design of the products. At first the products were 

sold “as is”, however they now are adapted to the special needs of different 

countries. It is not logical to believe that the firm possessed knowledge about so 

different markets as Saudi-Arabia, USA, and Spain. Therefore the firm's success 

could be explained in its unique process of learning about different countries' needs 

without having much market commitment. The use of agents has made it possible 

for the firm to disregard to a great extent the different business habits, which is one 

factor that Klein and Roth (1990) use to measure psychic distance.  

 

5.1.6 Commitment decisions and the internationalisation of the firm 

 

Commitment decisions depend according to Johanson and Vahlne (1977) on what 

decisions a firm has made earlier. It is relatively hard to understand what decisions 

Bukowski design has made, the reason for this is that only one person has been 

involved in many decisions, which makes it likely that this person does not 

remember every detail. It seems however true that the firm has been able to 

perceive real business opportunities through, for example, the activities in 
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Germany. Also the effort to sell to USA, although in a limited scale can be seen as 

a perceived business opportunity, especially if presence on this market makes the 

firm more attractive in the view of its clients.  

 

The firm chose to do nothing when it detected reactions from competitors as the 

firm entered the European market. This proposes that the flow of information does 

follow a pattern that goes from market to firm, although it must surpass a certain 

level to trigger a reaction. This is further confirmed, if the decisions to commit to 

certain markets are seen as an opportunity that the firm detected. One commitment 

decision that was made, and that was important for the firm, was the creation of a 

new factory. This change was a result of two related factors. The firm was already 

hiring capacity from a factory in certain periods, and the second factor was the 

opportunity detected to expand the business to many countries that were 

interesting. In this special circumstance, the firm's threshold for reaction was 

reached, and the firm decided to invest in a new factory. The observant reader 

might have noticed that all discussion so far has excluded the factories from the 

analysis, they will be studied in the section 5.1.8.  

 

One effect of a commitment decision is that it affects not only economically, but it 

also alters the uncertainty of the firm. This means that when the firm decided to 

enter Norway, its uncertainty was increased since it did not have much knowledge 

about the market. The firm entered this market with no expectations, which is 

logical, considering that Johanson and Vahlne (1977) claim that this lack of 

knowledge makes it difficult to estimate present and future market. Therefore the 

try-out year that the firm applies with all its agents could be considered a year that 

the firm uses to find out if there is an interesting market now, and for the future, as 

well as, if the agent is suitable for the role of representing the firm. The try-out 

year is also the main reason why the firm perceives a low risk, and which 
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conditions the firm’s internationalisation.  

 

5.1.7 Interaction between the factors 

 
The factors described so far should be studied together, considering them a system 

where every aspect affects the other. When the firm started in Sweden, it did not 

know that its product would be successful all over the world, the firm did not even 

know if the product would be accepted in Sweden. Therefore, the first step was to 

confirm that the product would be successful. The next step, to go to Norway was 

not a very big one. The firm had a very low market commitment at first, and 

started to learn about the market. It seemed to the firm that Norway was an 

interesting market, so the firm decided to commit some more resources by taking 

care of the distribution. The firm did not perceive a very high uncertainty, the 

reason for this could possibly be that the firm already realised how popular its 

products were, or that the psychic distance was not very big. The establishment in 

Norway could be seen as an increase in the current activities, which moves the 

firm one step further in the model. The presence in the Norweigan market made it 

clear for the firm that its products were possible to sell outside of Sweden.  

 

Bukowski design perceived that it could possibly expand to Denmark, since the 

country is quite similar to Norway, as well as, Sweden. Once again the firm went 

to a trade fair and learnt more about the Danish market, and repeated the same 

procedure that it had done in Norway. In the case of Finland, the firm did not even 

have to go to a trade fair to get a confirmation that the products would sell well. At 

this point the firm felt, however, that Finland was a more difficult market.  So far, 

the firm had sold the products by itself. It is possible to believe that something 

changed when the firm decided to sell to Finland. The thesis writer claims that the 
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firm was not ready to commit itself to a market that it did not perceive as similar to 

its earlier experience, this could be explained if the perceived psychic distance was 

important. The solution was to use an agent. 

 

The subsequent step in the internationalisation was the trade fair in Frankfurt, and 

now the firm had found a concept that it believed could work in other countries, as 

well. By using agents the firm was able to avoid the psychic distance, it did not 

have to commit specific resources, and it could easily extend its business activities. 

In general the use of agents made it possible for the firm to “hire” the competence 

needed to enter new markets, without having to put too much effort to understand 

what the agents were doing. The firm's risk taking is almost null, considering that 

the firm sells its products to the agents. Therefore the worst case scenario for the 

firm would be an unsuccessful market entry, a failure that would affect the agent 

much harder. It seems as the main problem for the firm has not been to find people 

that are ready to accept the risk of introducing a product to a new market, but 

rather to make the adequate choice of agent, and to not expand beyond the barrier 

set up by the factories’ capacity.  

 

The limited resources of the firm made the use of agents a solution that worked 

well for the firm. The limited time to manage the firm made it necessary to find a 

better way of organising the sales, the firm therefore chose to decrease its 

commitment in Norway and Denmark, and to instead increase its commitment to a 

bigger market, Germany. This could be seen as a deinternationalisation, using the 

term that Nordström and Vahlne (1993) use, or as a resource optimisation. The 

thesis writer believes that the withdrawal from the Norweigan and Danish markets 

can be considered as a change in the firm's conception on how to internationalise, 

instead of selling by itself in few countries, the firm can coordinate sales in 

different countries and can thereby be more profitable, given its limited resources. 
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It can also be seen as an optimisation, since the German market is probably more 

important than the Norwegian and Danish markets.  

 

5.1.8 The factories seen in the light of the Uppsala model 

 
The thesis writer has intentionally tried to avoid to discuss how the factories relate 

to the different aspects of the Uppsala model, the reason for this is that it is not 

totally in concordance with the model. The Uppsala model was constructed using 

rather large manufacturing firms, that as time passed by expanded their operations 

abroad and started subsidiaries, manufacturing plants etc. The approach of 

Bukowski design is different, partly because of its special characteristics as a small 

firm, and partly because of some very specific knowledge. 

 

For the very first prototypes, Bukowski design used a small factory in Poland, this 

could be explained by the Uppsala model in terms of close psychic distance, as 

perceived by the manager. It is however difficult to use the concept of psychic 

distance for the next factory that the firm used which was situated in China. 

Although the thesis writer has not found any study of the psychic distance between 

Sweden and China, he believes that Hofstede's (2001) study can be used. The fact 

that countries such as Singapore, Japan, Korea and Taiwan all are Asian countries 

that have similar patterns, makes it possible to believe that China, although 

different from the other Asian countries, will also show a rather high psychic 

distance. This makes the thesis writer believe that other factors have been involved 

in this choice. A person who believes in the Uppsala model's explanatory value, 

and does not question it, could maybe find part of the answer in the firm's 

knowledge.  
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The CEO of the firm had already been doing business with Asian countries earlier, 

and she knew how the cultural differences would affect her business. It is therefore 

possible to believe that the psychic distance to China for the CEO was not very 

big. Something that contradicts this idea is that although some knowledge about 

the market was present, the firm did not have any explicit knowledge from actually 

manufacturing products in China. The thesis writer suggests that although the 

Uppsala model could possibly not explain, but rather justify this choice, it has an 

important point when it comes to knowledge. Therefore, the thesis writer believes 

that the Uppsala model is valuable since it gives an abstraction that is easy to 

handle, but to be able to fully understand why the firm chose China, a theoretical 

expansion is needed.  

 

The factories in China could at a first glance be considered an important resource 

commitment to the Chinese market, but this is not the case. It is true that the two 

factories are exclusive for Bukowski design, and that one of the factories was 

created by the CEO, but the firm does not have any capital in the factories. It is 

rather hard to define what kind of relation there is between the firm and its 

factories today, it stands however clear that the factories are strictly controlled, and 

that the firm has some kind of influence over them which makes it possible to 

maintain the control, and mutual trust seems important in the firm’s business 

practice. This control is mostly financial. It seems as the firm uses open-book 

accounting with its suppliers, which makes it possible to have a strict control 

without committing any particular resources to the factories. The factories relation 

to the firm, on the other hand, is a typical case of resource commitment, the 

factories’ existence today depends entirely on Bukowski design.  
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5.1.9 The Uppsala model’s explanatory value 

 
Bukowski design has been able to extend its activities to almost all the countries in 

the world in less than 15 years. The thesis writer interprets that the lack of 

knowledge about all different countries can not have been overcome by learning, it 

would take too much time to learn enough about how the different markets work. 

Instead, the thesis writer believes that the Uppsala model provides a framework 

that in certain contexts can give a good explanation, this idea is closely related to 

what Nordström and Vahlne (1993) wrote about the explanatory value of the 

Uppsala model in different settings. In this case, the Uppsala model can explain the 

first steps of selling abroad, and it is even possible to believe that the underlying 

reasoning could be considered a manifestation of how psychic distance influences. 

Since the term psychic distance is not well explained in the Uppsala model, the 

thesis writer has chosen to complete the term with other authors view of psychic 

distance. The thesis writer believes that psychic distance is important, but that it 

seems to lose its explanatory values, since firms can partly avoid to expose 

themselves to it, which Evans et al. (2000) discuss. When Johanson and Vahlne 

(1977) write that the internationalisation process is not a search for optimum 

resource allocation, but rather of incremental adjustments, they avoid to extend the 

model to include factors that the thesis writer believes are important. How the firm 

changed its way of operation in the Nordic countries, is what the thesis writer 

would call a search for optimum resource allocation, rather than an adaptation to 

the changing environment. It is, however, true that the changes the firm did were 

incremental, which proposes the thesis writer to believe that neither idea should be 

abandoned. In this study, the relationship between knowledge and market 

commitment does not hold. The reason for this can be that the firm does not have 

enough resources to commit itself to the different markets, and that although it now 

possesses more knowledge, this is not enough as to make the firm abandon a 
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concept that it believes functions well.   

 

The Uppsala model does not provide a good explanation for the factories of the 

firm. As has been depicted earlier, it is possible to describe why the firm chose to 

have factories in China, but it does not give a good discriminatory explanation why 

China was chosen. It is also possible to claim that the Uppsala model does not 

explain the firm’s present configuration, and why the firm seemed to ignore the 

psychic distance and the lack of knowledge after the very first countries. The thesis 

writer believes that this could be better explained using another approach to 

internationalisation, which tries to optimise resources allocation. A step in this 

direction is given by Nordström and Vahlne (1993) that claim that factors such as 

economies of scale, R & D intensity, product differentiation, governmental policies 

and transportation costs, influence the internationalisation process. The thesis 

writer interprets this as if Nordström and Vahlne (1993) consider that a part of the 

Porterian framework could be used to explain the internationalisation process. 

They also make a categorisation of different types of industries and firms. The 

thesis writer would like to categorise the industry as a semi-global or regional, this 

is based on the fact that the position in one country seems to affect the position in 

other countries. At the same time, it is true that EU could be considered a regional 

market, and that there are other regional markets in which the firm operates. 

However, considering the firm’s main competitors, and how it seems as the sales 

in one country affect the sales in another, it is also possible to claim that it is a 

regional market. The firm would probably also position itself between regional and 

global, although it does not possess the knowledge that it would need to be truly 

global. Nordström and Vahlne (1993) mean that a firm that has limited resources 

compared to its competitors, and follows a very focused strategy will have a 

gradual internationalisation process. This process will start in a psychically close 

market, and the relation will be deepened over time. The thesis writer believes that 
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this partly fits in with the description of the internationalisation process of 

Bukowski design, although no deeper relation has been established. The 

incongruent internationalisation process, if compared to the model, could possibly 

be explained if the firm has used a more head-on strategy. In that case the gradual 

pattern  will be less visible, and competitive considerations play an important role 

(Nordström & Vahlne, 1993). If the firm would be considered global, then it would 

be powerful and experienced, compared to its competitors (Nordström & Vahlne, 

1993). It is possible to claim that the firm within its industry could be considered 

one of the global actors. In this case, the establishment in new countries would 

depend on what the firm considers to be optimal from a competitive and resource 

allocation point of view. Nordström’s and Vahlne’s (1993) paper makes the thesis 

writer believe that competitive considerations, play an important role in Bukowski 

design’s internationalisation process, since they mean that the explanatory value of 

the Uppsala model is reduced as the firm and its industry becomes more global.    

 

 

5.2 The Porterian framework analysed 
 

The Porterian framework will be used in this section to analyse the empirical 

material. 

 

5.2.1 The industry 

 

Porter (1986) argues that the industry should be considered important for 

competitive advantage, and that it influences the pattern of internationalisation. 

According to the CEO a firm’s success in the industry in one country influences 

that of another, but this interrelationship is not always present. Therefore, the 
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thesis writer draws the conclusion that the industry could be considered more 

global than multidomestic. If the competitive advantage of the firm is considered, 

then it is possible to see that the firm uses basically the same competitive 

advantage, which is another indication that the firm competes in a global industry. 

The firm’s specific structure makes it difficult, however, to say whether there are 

any intangible assets that change between the different countries, which would 

indicate a multidomestic approach. It is true, however, that an adaptation of the 

products is done and that the firm seems to use a groupation of the countries when 

products are designed. Meanwhile a multidomestic industry, according to Porter 

(1986), only presents competition from the domestic market, so is not the case in 

the global industry. In this case the firm competes with local as well as with global 

actors, this is yet another argument that the firm is situated in a rather global 

industry. The industry structure affects in which way the firm will be able to 

compete within the industry, and how its strategy will be designed. Porter (1986) 

means that the international activities should be considered a portfolio when a firm 

competes in a multidomestic industry, a firm should avoid this approach in a global 

industry, since it would take away the firm’s competitive advantage. The thesis 

writer believes that the industry would be best characterised as a semi-global 

industry, which shares the characteristics from the two types of industry. This 

would mean that a firm should internationalise if the extra costs of entering an 

extra market can be overcome by its advantages. When the industry has a more 

global structure, the firm should try to extend its activities as much as possible to 

be able to take advantage of the linkages that exist among different countries. The 

firm’s strategy has mainly been to extend its activities to as many countries as 

possible. Rather than rushing to new markets to exploit its competitive advantage, 

the firm has chosen to consider what agents the firm can trust. The thesis writer 

believes that this illustrates the duality of the industry, since the firm takes into 

account more aspects than just how to maximise its sales. The extra cost of 
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entering a new market is in the firm’s case very low, the contract the firm has with 

the agents means that the firm does not have to invest any money to enter a new 

market, since these investments are handled by its agents. On the other hand, 

entering a market unsuccessfully can damage the reputation of the firm which 

involves a certain risk. The thesis writer believes that this risk has traditionally 

been important for the firm when deciding which agents to use, and also in which 

order the markets have been entered.  

 

5.2.2 The value chain 

 

The firm’s factories could be considered one of the sources of competitive 

advantage of the firm. The thesis writer believes that they allow the firm to 

optimise its costs, and that they at the same time are very flexible, since they 

depend entirely on the firm. The linkage between the firm and its factories might 

seem trivial, but every step in the process adds value. To pose one example, the 

packaging of the products is adapted to the needs of the firm. At the same time as 

the firm has been able to decrease its repackaging costs, the customers perceived 

value has increased. This proposes that the entire value system is being empowered 

by this linkage chain. It is possible to claim that the products should be 

manufactured near the firm to reduce redundant transportation costs, in this case, 

however, to situate the factories in China reduces the labour costs, and the 

transportation costs of textile. Therefore, the thesis writer believes, that the choice 

to locate the firm’s manufacturing plants in China could be seen as an active 

choice to optimise its resources. The capacity of the factories has driven the firm to 

expand to new markets, which has not been a problem because of the low cost of 

entrance. The thesis writer argues that the expansion to new markets reflect the 

existence of economies of scale within the industry, which can be multiplied if the 
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process is strictly controlled. In the present situation, the firm cannot increase the 

output from its existing factories, which has made it necessary for the firm to 

restrict its expansion. The firm has however started to think about a third 

manufacturing plant, but has so far considered it a too big project. This could be 

considered as a stagnation in the internationalisation process, due to considerations 

regarding what should be considered the optimal resource allocation. On one hand, 

the firm would be able to increase its sales, on the other, a reorganisation of the 

firm would be needed, which is not an alternative for the CEO, at least not in the 

short run. The thesis writer perceived an interest from the CEO’s side to open own 

shops, this would according to the Uppsala model mean a greater commitment. 

The Uppsala model does not provide a reason, using the Porterian framework. This 

increased commitment could be explained as an integration of another value chain, 

which permits the firm to optimise its resource use, and to absorb a greater part of 

the value adding activities. It seems as if the firm would need more employees, and 

that the CEO should delegate some of the responsibility to make it possible for the 

firm to commit itself more, or in other words, to open its own stores.      

 

The firm’s choice to start up factories in China improves the value chain of the 

firm. The procurement part of the value chain is important since it supports the rest 

of the firm. The process that the firm uses to develop and to manufacture new 

models, which is basically carried out by the CEO, condense the procurement 

function into the responsibility of one person. This permits the firm to take further 

advantages of the economies of scale, since the CEO can coordinate the different 

procurement activities and optimise them. This is especially true in the firm when 

it comes to the firm’s improvements in the value chain, and it seems as if there is a 

continuous development of how the activities are being configured. In the firm’s 

internationalisation process one important aspect is how the firm’s know-how in 

the different activities makes it possible for the firm to not only maintain its 
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present customers, but also to expand to new markets. It is possible to claim that 

the most important part of the know-how is possessed by the agents. The thesis 

writer, however, believes that the ability to constantly choose agents that possess 

the necessary know-how, and are compatible with the rest of the value chain is an 

ability of great value. This part is also important when it comes to how the firm 

handles its human resources, although the agents are independent, they get special 

training which guarantees that the firms brand is kept consistent. Although this 

might seem trivial, this is important when the firm wants to enter a new market, 

since it is easier for the firm to penetrate a market that recognises the firm’s 

products. The thesis writer believes that the firm has been able to internationalise 

the way it has because the firm has been able to maintain the same image in the 

different markets, although different agents have been used. The thesis writer also 

believes that when a product reaches a certain degree of recognition, the choice of 

market becomes less important than it might be in the first stages of a products 

lifecycle.  

 

Earlier the need to create linkages between different activities was discussed, it 

might be appropriate to link these linkages to the internationalisation process of the 

firm. In the very first steps the firm took care about every aspect of the product, 

from designing the product to selling the product. This was necessary since the 

firm did not have the necessary know-how to be able to coordinate different 

activities in the value chain. The firm realised when it got its first experience with 

agents that the use of agents was a possible approach for an international 

expansion. As the firm’s production increased, so did the benefits, which opened 

the eyes of the CEO that the firm could use its advantage over the other 

competitors when it comes to knowing what the end consumer likes, and how to 

produce the products at a low price. The integration with the factories and the 

contracts that were signed with textile factories, created linkages between separate 
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systems, and every step was controlled by the CEO. These linkages permitted the 

firm to offer the agents a good profit for each product sold, which made it 

interesting for many agents to sell the firm’s products. Since the firm could choose 

among different agents, the firm deliberately chose to enter markets for which it 

had found good agents. This can be seen as an example of how one activity in one 

part of the value chain can influence another, which together creates a sustainable 

competitive advantage.   

 

Coordination and configuration of international activities 

The firm has chosen to concentrate as many of its activities as possible in two 

places. The headquarters and the firm’s stock are located in Sweden, whereas the 

factories and their suppliers are situated in China. This implies that the firm does 

not try to build up complete value chains in different countries, instead the firm 

tries to coordinate its activities efficiently to create competitive advantage. The 

CEO can be seen as the transmitter of know-how between the factories, since she 

discusses together with the managers of the factories about how to manufacture the 

teddy bears in the best way. The firm coordinates the procurement function when it 

buys the material that is used in the factories. An optimisation of manufacturing 

time, as well as costs, can be done since the CEO knows what type of textile is best 

suited for production.  

 

Porter (1986) claims that a firm’s success of internationalisation depends on how it 

coordinates its marketing and sales activities. As has earlier been said, the firm lets 

the agents sell any product from its product range. The agents, however, seem to 

buy the products that they believe will generate the highest sales. One important 

aspect that the firm has maintained strong is its brand reputation, this has been 

possible due to the CEO’s efforts to give the market an unambiguous image of the 
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firm. The use of the same type of channels in different countries, together with 

special demands about how, and where the products should be sold, has made it 

possible to distinguish the firm from its competitors. The lack of direct 

coordination of prices between different markets has probably not affected the firm 

negatively. It is possible that one of the reasons for this is that the agents earn a 

percentage over sales, which should make them strive for optimal pricing. Another 

reason can be that the CEO does not permit the agents to set a very high nor a very 

low price, which leaves the prices within a rather limited price band. It is also 

possible to believe that the limited difference in absolute value is not perceived by 

the end customer as important. This can be seen considering that a client interested 

in buying a teddy bear will probably not be able to save any money by going to a 

different market. 

 

One of the issues of coordination of the location is, according to Porter (1986), the 

sequence of product introduction around the world. The thesis writer believes that 

the Uppsala model can to some extent illustrate this aspect. This also proposes that 

whereas this issue was rather important in the first stages of the internationalisation 

of Bukowski design, it has lost its importance over time. Maybe the reason for this 

loss of importance can be found in the observation that Porter (1986) did; different 

type of competitive advantage is created when the firm internationalises.  

 

5.2.3 Strategic considerations 

 

It is possible to claim that the firm started off using a global strategy, selling the 

same products to every country, but over the years the firm has become more 

aware of what product are popular in different markets, and it has therefore started 

to use a more export based strategy with decentralised marketing. This means that 
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the firm designs its products for different countries, but still all agents are welcome 

to buy these products. This strategy takes into account consumer taste, thus 

generating a source of competitive advantage for the firm, since it seems as this is 

a source of competitive advantage related to differentiation vis-à-vis its 

competitors. Rather than being a rapid shift from a global to a more decentralised 

strategy, the firm has evolved slowly. This observation is important, since this can 

be seen as the result of increased knowledge from the firm’s current business 

activities. This proposes, according to the thesis writer, that it seems as the firm 

has been able to capture market specific knowledge without having any own 

activities in the market. The thesis writer would like to point out that the shift from 

a global to a more decentralised strategy is an expression of the need to adapt the 

products to different markets. In this case the decentralisation could also be seen as 

the result of a lack of managerial resources, Bukowski design would not be able to 

handle all the different markets efficiently. The use of agents makes it possible to 

decentralise some of the decisions to an operative level, at the same time as the 

overall coordination, from which the competitive advantage stems, is controlled by 

the firm. Therefore, the thesis writer would claim that the overall strategy is global.  

 

5.2.4 Economies of scale and coordination 

 

Porter (1986) means that it is important to study to what extent global 

concentration of activities and coordination of dispersed activities are a basis for 

either cost advantage or differentiation. The context in which the firm competes 

makes it possible to exploit important economies of scale. There seems, however, 

not to be any important learning curve since the manufacturing process does not 

require any specialised factors of production. As has earlier been depicted, one part 

of the firm’s value adding activities is its packaging. To have the stock together 
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with the headquarters makes it possible for the firm to better coordinate all of its 

activities, such as ordering material, preparing the factories for production of a 

certain product, packaging etc. This can be done since the CEO knows what the 

firm has in stock, and when different agents usually order more products. The CEO 

uses to go to the stock, and she seems to have a good view of if there is a need to 

manufacture more of a model.  

 

At the same time as the firm can gain economies of scale by producing its products 

in one place, it can lose money due to different transaction costs. Porter (1986) 

mentions for example transport, communication, and storage costs. As has earlier 

been said, the firm could have chosen to diminish its transportation costs by letting 

the factories send the products directly to the agents and retailers. This would have 

implied increased costs when it comes to, for example, communication and in the 

short run, storage costs. The increased communication cost would be the result of a 

greater need to coordinate the factories work. Presently the stock in Sweden 

functions as a buffer, which the firm can use to provide different clients with its 

products without having to contact the factories for each transaction. By letting the 

factories dispatch and package the products to the clients, the factories would 

probably have to lower the batch sizes, which would erode the economies of scale 

throughout the whole chain. It is possible to argue that one solution to the loss of 

economies of scale would be to have a central stock near the factories. The 

problem would however be that the CEO would lose part of the control over the 

whole process, which could be claimed to be the firm’s source of competitive 

advantage.  

 

The CEO exploits important economies of scale when she buys material for the 

firm’s products. Instead of buying the product from the factories, and letting them 

handle the contacts with their suppliers, this activity is coordinated by the CEO. 
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Therefore, a few times every year the CEO visits the textile suppliers and 

negotiates with them. She is able to make a better price than would be possible if 

the factories would negotiate by themselves, since the firm buys textile in high 

volumes. At the same time this gives insight into the cost structure of all of the 

activities.  

 

When the CEO visits the firm’s factories and negotiates with the factories 

suppliers, she incurs transaction costs that can be traced back to the fact that there 

is a need to travel to control everything. Porter (1986) considers the transaction 

cost as vitally important in international strategy. In this particular case the CEO 

has been able to manage the cultural barriers that exist, and has not found any 

difficulties due to language problems. The thesis writer believes that this can 

explain why the firm has not perceived the risk of expanding into new international 

markets. It is probable that when a firm faces high transaction costs in the 

beginning of the internationalisation, the force to expand internationally will 

diminish. Porter (1986) argues that it is possible that the transaction cost can make 

coordination undesirable. 

 

The firm was already quite established in Sweden when it started to 

internationalise. The CEO claims that the firm initially did not have any 

competition within its particular segment. This proposes the thesis writer to believe 

that the strong position on the Swedish market made it possible to use it as a lever 

to expand. This proposition could be compared to Porter (1986) who writes that 

global leaders often have some advantage at home that they then use as a lever to 

enter foreign markets. This initial competitive advantage that was based basically 

on differentiation was converted when Bukowski design expanded internationally. 

The competitive advantage that the firm possesses now stems, in accordance with 

what Porter (1986) writes, its overall system. The thesis writer would like to claim 
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that the firm’s strategy has been to search for competitive advantage throughout 

the value chain, and this is what Porter (1986) finds fundamental for the choice of 

international strategy. 

 

5.3 Competitive advantage of the nations 
 

The theory with Porter’s diamond parts from how a country can provide with a 

correct support to provide world class industries, which facilitates the 

internationalisation of the firm’s within the nation. The thesis writer will apply the 

theory parting from another point of view which will now be explained. If the 

nation is considered as the platform of an industry, then it makes sense to have the 

nation in focus for the analysis. The thesis writer, however, argues that the industry 

has a more global platform, which should be considered in the analysis. It stands 

clear that it would be possible to part from Sweden, but to fully understand how 

the firm makes use of the diamond to create and sustain competitive advantage the 

focus should be set on the global platform. Therefore the rest of the chapter will 

outline the basic characteristics that could explain how the firm has been able to 

configure its activities to create its own “industry” diamond. The thesis writer 

believes that other firms in the industry will use a different configuration, which 

will give them a different diamond. This is an expression of the global nature 

which makes various different approaches towards where to locate activities 

feasible.   

 

5.3.1 Factor conditions  

 

Porter (1998) means that different nations are not equally well provided with 

different factors of production. The thesis writer argues that this implies that 
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Bukowski design should choose to locate its activities in countries that are 

relatively well endowed with the resources that the firm needs. The thesis writer 

does not believe that the choice of Bukowski design to manufacture its products in 

China can be explained as the result of a low degree of perceived psychic distance, 

instead it should be seen in the light of comparative advantage. The firm’s first 

attempt to manufacture the products in Poland, could be explained considering that 

the factor-costs of production were lower in Poland, at the same time as the 

perceived psychic distance was fairly low. There were however some problems 

with this configuration which made it clear for the firm that manufacturing should 

take place in China. Whereas the psychic distance increases when the firm decides 

to manufacture in China, the factor-costs are decreased.  

 

One important cost for the firm is the cost of human resources. It is possible to 

claim that there is a big difference between the type of human resources that the 

firm uses in the different countries. In Sweden there are two persons that take care 

of the financial aspects, they could be considered to have some kind of skills that 

the rest of the employees that mainly work in the stock, do not have. Labour is a 

relatively expensive resource in Sweden, which seems to have made the firm to opt 

for a structure in which the labour intensive activities are performed abroad. In 

Sweden there is currently no problem to find skilful workers, but they are 

expensive. The patterns for the products are created by the CEO and by persons 

that have learnt from the CEO how to make the teddy bears. The thesis writer 

believes that the reason why these persons are not employed by the firm is because 

they are skilful, and thereby quite expensive.  

 

The factory workers in China are, in the eyes of the CEO, cheap and produce 

products of high quality. Therefore, these workers represent what the firm 

probably would believe to be the optimal resource mix between quality and price. 
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It is difficult to take into account if the CEO’s present strategy to improve working 

conditions for the factory workers can have affected the choice of China as a 

market. The thesis writer, however, believes that when the firm decided to 

manufacture in China the main reason was the cheap labour and the good 

experience the CEO had from doing business in Asia.  

 

The thesis writer would like to claim that what Porter (1998) calls advanced factors 

are scarce in China, and that these have not affected the choice of country. On the 

other hand, it is possible to claim that the headquarters of the factories also include 

skilled workers that could be considered to be an advanced factor. The thesis writer 

however means that the firm’s interest in China is rather based on the cost aspect 

than on the existence of advanced factors. The factors that the firm uses aim only a 

small part of the nations industries, and it could be therefore claimed that they are 

rather specialised. This proposes the thesis writer to believe that the firm uses basic 

specialised factors. It is true that there are other countries that possess similar 

characteristics as China when it comes to factor mix, the thesis writer however 

argues that the earlier experience from this market helped the firm to consider 

China as the appropriate country for its manufacturing process. After some time 

working for the firm’s factories, it is probable that the employees learn how to 

optimise their work, and that this leads to more value added per time unit. 

 

The thesis writer does not believe that technological breakthroughs will create any 

specific problems for Bukowski design, since its idea is to manufacture the 

products by hand. A problem could however be a rapid shift in labour costs, which 

would diminish the margins of the firm. This is however a problem that is hard to 

predict, the firm could possibly try to diminish the risk by spreading its factories to 

more countries. There is, however, a risk that the cost of coordination would not 

make it feasible to do so and to maintain current profit levels.  
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Another reason to choose China for manufacturing can be found considering that 

the exploitation of the Asian countries for production of cloths and other textiles 

has made these countries specialised in this kind of activities, and that they 

therefore could be considered interesting from the firm’s point of view. 

 

5.3.2 Demand conditions 

 

The demand conditions of an individual country can sometimes be attractive for a 

firm. The thesis writer believes that the firm unconsciously distinguishes between 

different groups of countries using mainly a geographical discriminant, but also 

other discriminants are possible. Within each group there is a country that 

represents the taste of the rest. For example, the thesis writer got the impression 

that Australia, USA, and Great Britain are all handled in the same way. The same 

applies to the Central European countries. This division is logical considering the 

grade of internationalisation of the firm, it could not consider every country as 

unique. Expanding this idea further, Germany could be considered a country that 

represent the taste of many countries that lie nearby. Possibly the end customers in 

Germany are able to predict what products will be popular in other similar 

countries. Given the importance the firm gives to the German market it is probable 

that this market is used to capture buyer’ needs at the same time as it functions as a 

test market for new products. The firm has to make a trade off between quality and 

price. The German market could be considered a market that demands high quality, 

which means that a product that satisfies the German market’s quality standards 

will probably satisfy that of other countries. A similar approach could probably be 

used to explain the internationalisation to other key markets such as France, and 

England.    



Analysis 

-114- 

5.3.3 Related and supporting industries 

 

Considering that China is a country that manufactures much textile, it is possible to 

believe that the firm’s suppliers are exposed to great competition. Porter (1998) 

means that a close co-operation between world-class suppliers and the industry 

creates competitive advantage. In this case, the cooperation between the firm and 

its suppliers can be considered rather extensive, since the firm together with the 

suppliers decide what materials to use for the products. Another important issue is 

that the CEO seems to have insight into the cost structures of the suppliers, this 

means that there is an ambition from all sides to set a fair price. One of the 

advantages of locating the factories near the textile suppliers is that transaction 

costs are reduced.  

 

The firm tries to position its products in shops that it believes are good for its 

business when it enters a new market. Therefore, in many countries the firm’s 

products can be found in gift shops, but also in furniture shops. This use of a 

related industry to get access to its buyers has different implications. The firm uses 

part of the channel’s image to sell its products, it can thereby more rapidly 

penetrate a market. The thesis writer believes that the consistent use of similar 

channels can create a competitive advantage, if a firm prefers a fast establishment 

over total control. The downside is if the channel selected does not correspond to 

the firm’s image. It is possible to argue that the search for a good agent for a 

specific country has been conditioned by if the agent has contacts with industries 

that the firm considers related to its own. The thesis writer believes that the choice 

of agent is indirectly a choice of channel, which makes the decision important for a 

firm that wants to maintain an uniform image in various different markets.   
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5.3.4 Firm strategy, structure and rivalry 

 

Whereas the firm when it started did not have any important competitors in 

Sweden, today there are many firms, including multinationals, that to some extent 

compete with the firm. The interview with the CEO seems to indicate that the firm 

did not have any competitors until it started to enter other European markets. It is 

therefore possible to believe that the initial competition was not important in this 

case to prepare the firm for its internationalisation. The thesis writer believes that 

the most important period for the firm was when it met its first strong competitors, 

and that it then found a way to compete in the international arena. Therefore, 

Porter’s (1998) proposition that the pattern of local rivalry has an important impact 

on the process of innovation and the prospects to succeed on an international 

market could be considered true in this case. The above statement might seem 

strange, but considering the regionalisation of the markets that Drucker (1998)  

expresses, it is logical to consider the nearby European markets as quite local. It is 

possible to claim that the European market prepared the firm for its further 

expansion in the world by giving it the necessary experience. If the firm’s 

environment is very competitive, then Porter (1998) means that the firm is forced 

to sell abroad if it wants to grow. It is hard to see the firm’s first 

internationalisation as the result of tough competition, it is however possible to 

claim that the firm’s subsequent expansion could be explained by this phenomena. 

The thesis writer believes that the firm’s products reach a saturation level rather 

quickly in a country, beyond this level the firm will hardly be able to increase its 

market share. This could possibly be an explanation to the firm’s rapid expansion.  

 

At this stage, the firm’s goals are more related to the well-being of its employees, 

and to the people that is affected by the firm. Earlier the goal of the firm was to 

make money by selling a differentiated product that was heavily cost controlled. 
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The thesis writer believes that the firm’s goals were congruent with the sources of 

its competitive advantage, which Porter (1998) claims is important. The firm has 

succeeded in maintaining two different strategies without falling into the trap of 

being “stuck in the middle”. The thesis writer believes that the firm’s heavy cost 

focus is not perceived by the market, which makes it possible to signal a 

differentiated product to the masses, and thus commanding a premium price. This 

is only possible because of the industry structure, where the cost to differentiate 

seems limited. The thesis writer believes that the choice of segment has facilitated 

the expansion since there seems to be a general interest for old English teddy bears 

around the world. Maybe the reason for this is that the market perceives them as 

the original teddy bear.   

 

5.4 An integrated view 
 

So far in the analysis it has become clear that the Uppsala model does not give a 

complete picture of the internationalisation process of Bukowski design. There are 

various reasons that can explain its shortcomings. First of all, the firm that was 

studied in this master thesis is quite different from the firms that were studied in 

the seventies. Moreover, it is possible that some of the shortcomings of the 

Uppsala model were evident already when it was quite new. The deterministic 

view of the model makes it hard to explain edge cases, that is, cases that are not 

probable but possible. Still, this study proposes that it seems as the concept of 

psychic distance is relevant in the early stages of internationalisation, and that it 

loses its importance when the firm gains experience. The thesis writer would like 

to define experience as broad as possible, including experience about how to 

exploit competitive advantage. It is not possible to believe that a firm does not take 

into account how to use its resources in an optimal way, this study proposes that to 
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a great extent the mode of entrance, as well as the choice of factory location have 

been conditioned by a search for an optimal resource use. Therefore, the thesis 

writer would like to propose that alongside with the Uppsala model a more 

resource oriented framework should be used. The Porterian framework in this 

thesis does mainly support the behaviour of Bukwoski design, but it is not capable 

of explaining on its own how the internationalisation process will be. The main 

reason is the way Porter wrote his theories, which does not give any explicit 

internationalisation patterns, but rather general competitive considerations that 

might influence a firm. The thesis writer believes that Porter’s theories are 

valuable since they do not give a deterministic view on the internationalisation 

process. It is possible to argue that if a pattern should be studied then it should be 

deterministic, otherwise there are multiple choices which lead to more choices, and 

finally it is not longer possible to find any clear pattern. The thesis writer, 

however, believes that a too deterministic view, like the Uppsala model, will in the 

future become obsolete. The main reason is the globalisation of the markets, which 

makes it probable that a firm in the future will perceive less difference between 

going to one country or another. This implies that the decision to internationalise to 

one country will probably be based on optimal resource allocation, or other 

criteria. The thesis writer believes, however, that presently the best model is a 

combination between the two models, since it seems as if the world markets are in 

a transient state which makes it necessary to consider the two models jointly to 

fully understand the internationalisation process. The thesis writer believes that 

this is also reflected in the work of Vahlne and Nordström (1993), where the 

validity in different settings is studied.  

 

 

 



Analysis 

-118- 

5.5 Internationalisation  
 

The firm in this study, Bukowski design, would probably be categorised as a firm 

that is starting its internationalisation if the Uppsala model would be used to 

explain its internationalisation. The thesis writer believes that the Uppsala model 

does not take into account different ways of doing business abroad. It is reasonable 

to question if a firm that has two subsidiaries really is more internationalised than a 

firm that sells to almost the entire world using agents. Therefore, the thesis writer 

would like to criticise this very deterministic view on internationalisation, and its 

view on how it is carried out. The thesis writer believes that Porter (1986, 1998) 

has a more reasonable view on internationalisation, since it is much broader. 

Anyway, it is important to have a clear picture of what an internationalised firm is, 

and what the criteria are for determining the degree of internationalisation. The 

case company for this study would according to Porter’s view be quite 

internationalised since it carries out various activities abroad, and that most of its 

products are sold abroad. If internationalisation is measured by percentage of sales 

abroad, then the problem that arises is that there are firms that carry out most of 

their activities abroad, and sell the product on their domestic markets. These firms 

would then erroneously not be considered to be internationalised, on the other hand 

a definition that would only account for where the activities are carried out would 

create the same problem for firms that have most of their activities in the domestic 

markets and sell to other countries. The thesis writer believes that the degree of 

internationalisation should be considered to be a mixture between a firm’s goals, 

structure, location of activities, and where the firm’s products are sold. It is not 

possible to believe that all firms can reach the same degree of internationalisation, 

nor is it desirable. Bukowski design has found a degree of internationalisation that 

fits its needs, it is present almost everywhere in the world, and a further expansion 

would mean a much greater commitment. The thesis writer believes that firms that 
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are similar to Bukowski design are not ready to internationalise further than their 

managerial resources permits them to do. In other words, whereas a large firm 

could acquire new managerial resources to handle new markets and increase 

commitment, so is not the case with a firm similar to Bukowski design. The thesis 

writer believes that this is especially the case with firms that are run by a family, 

where the step to let another person take care of part of the business is hard to 

overcome. The thesis writer therefore believes that Bukowski design’s 

internationalisation, using the terms of the Uppsala model, will not lead to further 

market commitments. It is however true that the firm at this moment is acquiring 

experience that can be used for a further internationalisation when, and if, the firm 

decides to continue growing with a different approach. According to the thesis 

writer’s view on internationalisation, the firm is continually internationalising, and 

it seems as if the firm prepares itself for a further expansion of its capacity. The 

plans to construct a larger stock, as well as the thoughts about a third factory, 

indicate that the firm might be preparing for a further internationalisation. It is 

possible to believe that before a further internationalisation following the standards 

of the Uppsala model, the firm will likely increase its capacity as to be able to 

exploit the potential markets fully, as for example USA, Australia etc. The firm’s 

own shops could be considered a first step towards a stronger market commitment, 

and thus a further step in the establishment chain. The thesis writer, however, 

believes that there is a great leap between supporting someone that sells the firm’s 

products exclusively, and to actually expose the firm to the increased risk that is 

involved with opening an entirely own shop. The thesis writer nonetheless believes 

that in the case of Bukwoski design, the reason to not take care of everything by 

itself is related to the lack of managerial resources rather than risk aversion. To 

conclude, the overall internationalisation process of Bukowski design has been 

limited by its managerial capacity rather than factors such as psychic distance or 

lack of knowledge, although they have also influenced. Therefore, the 
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internationalisation process has been coloured by the need to use the firm’s scarce 

resources as efficiently as possible, searching for an optimal resource allocation. It 

is possible to argue that this became important for the firm since it did not perceive 

any major psychic distance at the beginning, this could be the result of the 

regionalisation of the markets, and it could also explain the CEO’s division of the 

world into different areas. Although there are differences between the countries 

that constitute a group, they can to some extent be handled as one entity. Maybe 

there is a need to consider the regionalisation as an additional factor when 

discussing the internationalisation of the firm. It is possible that the psychic 

distance could be perceived differently depending on what regions are considered, 

and also depending on the individuals perception of a country. It is possible that 

the new generation that has grown up with the influence from, for example, USA 

perceive it as psychically close although it is psychically distant for the older 

generations. This evolution would make it necessary to revise the 

internationalisation theories that include psychic distance as a factor. The thesis 

writer also believes that the globalisation of the world should be considered when 

defining the concept of internationalisation. One problem that arise is what to 

consider internationalisation, and what to consider expansion. If the only 

difference between competing in two countries is the passing of a border, then 

probably there is no need for an internationalisation strategy, and the decision flow 

will probably resemble that of a domestic expansion. This makes it important to 

clearly define criteria of what to consider internationalisation, and how it relates to 

strategic decision-making.   
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6.Conclusions 
 

This part gives presents to the reader the conclusions the thesis writer has drawn, 

as well as, ideas for further research. 

 

6.1 Conclusions 
 

This study has found some evidence that the very first steps of internationalisation 

seem to follow the Uppsala model. The thesis writer believes that this could be 

seen as a sign of the relevance of the Uppsala model, since it has successfully been 

extrapolated to a different setting. On the other hand, the explanation that the 

Uppsala model gives is not enough as to be able to fully understand the 

internationalisation process of the firm, which proposes the thesis writer to argue 

that the Uppsala model is a valuable component in a broader theoretical network. It 

is this network of interrelated theories that together explain the process. The need 

to broaden the Uppsala model is a result of the investigators’ focus on keeping the 

theory as simple as possible, and their efforts to keep it deterministic. Whereas in a 

theoretical setting a deterministic view on the internationalisation process might be 

adequate, so is not the case in the real world. The theoretical setting includes the 

assumption of total rationality, which means that the actor will always choose the 

best alternative in every setting. It is therefore possible to create a model that is 

stimuli-reaction based. In the real world, however, this kind of models create 

inconsistencies, since a real world actor acts with rather limited rationality. The 

above discussion explains the need to amplify the deterministic model with a more 

eclectic approach, which makes it possible to construct a choice frontier. The thesis 

writer believes that the Uppsala model is a powerful tool to explain the main 
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pattern of internationalisation, whereas the inconsistencies can be handled by, for 

example, the Porterian framework. This would give a model in which the firm is 

presented with a choice frontier from which it can choose its markets, and which 

includes an alternative that is more likely to occur than the others. This alternative 

will, however, be overridden if the firm perceives another alternative as more 

attractive from a resource allocation point of view.  

 

The subsequent stages of internationalisation of the firm cannot be explained by 

the Uppsala model. At this point, the explanation stems from the Porterian 

framework, which supports Bukowski’s actuation. The information which is 

provided by the Porterian framework is, as has already been explained, different 

from that of the Uppsala model. The Porterian framework is not able to give any 

concrete propositions for which countries the firm should have entered, and in 

what order. It does, however, give important information about the reasons why a 

firm might have chosen to enter a specific market. The increased relevance of the 

Porterian framework over the Uppsala model in subsequent stages can be seen in 

the light of strategic change. As the firm increases its presence on the international 

markets, focus shifts from a national competitive scope to a regional, or even a 

global competitive scope. The thesis writer believes that the more globalised the 

strategy, the more relevant becomes a resource based approach towards 

internationalisation. The above discussion is supported by Nordström and Vahlne 

(1993), who mean that as the industry and the firm gets more globalised, the 

explanatory value of the Uppsala model diminishes, and competitive advantage 

becomes more important. The use of Porter to complement the Uppsala model is 

valuable since it gives insight into the reasons to why a firm expands the way it 

does, internationally as well as nationally. Whereas the Uppsala model rapidly 

loses its explanatory value as the firm proceeds with its internationalisation. That is 

not the case with the Porterian framework that can be applied in every moment of a 
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firm’s lifetime. The thesis writer, however, believes that the most complete picture 

is given by the use of the two frameworks jointly.   

 

The concept of psychic distance was probably only important in the first stages of 

the firm’s internationalisation, and it is possible that it is correlated to some factor 

with superior explanatory value, such as cost of entering a new market. If this 

assumption is true, then it would be possible to consider every step in Bukowski 

design’s internationalisation as a search for optimal resource allocation, given the 

resource type that has been limited during the firm’s lifetime. The thesis writer 

believes that the importance of psychic distance as a moderating variable is 

limited. There are various ways to avoid psychic distance, this limits heavily the 

explanatory value of the model in certain settings.  

 

One of the central issues that the thesis writer believes induces internationalisation 

is the possession of competitive advantage that stems from a superior knowledge 

about every step of the value system. This made it interesting for the firm to 

internationalise to be able exploit the advantage fully. The reason why further 

expansion has not taken place is that Bukowski design does not have the 

managerial capacity to handle more markets at the moment. The thesis writer 

believes that it is feasible that similar conditions can arise in different settings. 

There is no evidence that the firm has been limited by perceived risk as a result of 

psychic distance. The conclusion that can be drawn from this is that, if a firm is 

capable of organising its business around well-chosen agents, then it can expand 

internationally without perceiving the psychic distance, which makes it possible 

for the firm to concentrate on its competitive advantage. It is possible to claim that 

before the firm started to use agents, it had to focus on few markets since it did not 

have enough capital to be able to compete on more markets. The use of agents 

makes it possible to compete on more markets, without spending too much money.  
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The above discussion proposes that the internationalisation of a small firm with 

similar characteristics as of the case company, will in the first stages be 

conditioned by what traditionally has been considered scarce resources. In the later 

stages the most important scarce resource becomes lack of managerial capacity. 

This is especially true if the CEO is unwilling to let go of parts of the control. 

Therefore, the thesis writer believes that the internationalisation of a firm with 

Bukowski design’s characteristics is essentially different from that of a big 

manufacturing firm, since the problems the firms face are different. Of course the 

economical difference is apparent, but also the professionalism of managing the 

firm is different. The latter includes the willingness to get involved personally in 

every aspect of the process, and also letting subjective interpretations play a role, 

rather than sticking mostly to objective facts. This can be exemplified by for 

example the case when a firm decides to go to a specific country based on the fact 

that a trustworthy agent is ready to sell the product in the country, rather than 

basing the decision on the underlying demand conditions in the country. This can 

be the result of the lack of time to interpret the information that comes to the firm. 

The thesis writer would like to claim that a small firm has less resources, which 

makes the correct allocation of these resources relatively more important. 

Therefore, although the management of a small firm might be influenced by 

subjective thoughts, the firm will strive for a position in which it makes the 

optimal use of the resources, given the information perceived by management. 

 

The use of agents can be an alternative for a firm with Bukowski design’s 

characteristics to internationalise rapidly with a limited risk taking. Agents become 

especially interesting if the firm has enough bargaining power as to be able to 

control the agents. In such a setting the firm can more easily transmit a consistent 

image to the consumer market. The agents can also make it possible for a firm to 

omit the need of knowledge for internationalisation. Knowledge about how 
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different markets work, their characteristics and needs, can all be handled by the 

agent. This makes it possible to have a faster internationalisation process, since 

there is less need for knowledge accumulation before a new market is entered. The 

downside of using agents is that it might be hard to increase the degree of 

commitment, and that the information that comes from the market is filtered by the 

agent. Whereas the use of agents might seem uninteresting for many larger firms 

that want to maintain a strict control over their channels, so is not the case for a 

small firm with limited resources. The use of agents makes it possible for a firm to 

put its efforts on its key-markets. These markets can provide the firm with the 

necessary information to keep developing its products, at the same time, this 

commitment signals to the market its importance. The thesis writer believes that 

small firms that use an agent do not prioritise commitment to their markets. 

Instead, they believe in geographic expansion as a means for risk reduction, 

whereas the Uppsala model means that increased commitment to a market reduces 

the perceived risk. The thesis writer believes that the way a firm relates to market 

commitment is related to its goals, if the goals are not congruent with increased 

commitment, then a different internationalisation pattern will be seen. The case 

company demonstrates that a firm can internationalise, and put aside some of the 

factors of the Uppsala model. 

  

The thesis writer believes that a rapid expansion, similar to that of Bukowski 

design, is the result of various factors. Maybe the most important is the need to 

exploit economies of scale. Also the organisation of the firm’s international 

activities favour an extension of the activities to more countries, Johanson and 

Vahlne (1977) mean that a firm will extend its activities as long as the perceived 

risk is lower than the total tolerable risk. In the case of Bukowski design the use of 

agents has maintained the risk below the limit, at the same time as additional 

extensions have been profitable. This has caused an accelerated internationalisation 
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process, in which the firm has been able to conquer most of the world’s markets in 

short time. The thesis writer argues that to be able to exploit fully the competitive 

advantage that stems from the firm’s global platform there was a need to expand. 

The thesis writer believes that the main reason was that the benefits from 

configuration and coordination grows stronger as the firm expands.  

 

6.2 Further research 
 

The thesis writer has during this thesis mentioned various possible subjects for 

further research. The thesis writer believes that there is a need to study the concept 

of psychic distance, and to test its relevance as an explanatory variable in the 

internationalisation process of the small firm. Another topic that should be studied 

is the concept of internationalisation. The thesis writer believes that there is a need 

to find a definition that reflects the present business practice. This master thesis 

proposes a concept called the choice-frontier, further research could try to verify 

this concept. This master thesis considered only one case, the thesis writer believes 

it important to conduct more similar studies to be able to verify the conclusions 

drawn in this thesis. 
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Appendix 

 
Interview guide 

 

The following is a description of the areas of interest for the study. 

 

1 Size and organisation of the firm, factories, channels used etc. 

 

2. History of the firm, including its internationalisation process 

 

3. Profesionalism 

 

4. Knowledge 

 

5. Psychic distance and risk 

 

6. Commitment 

 

7. Strategy 

 

8. Suppliers 

 

9. Clients 

 

10. Competitors 

 



 

- 

11. Linkages 

 

12. Governments 

 

13. How does the firm use agents? 

 

14. Coordination 

 

15. Configuration 

 

14. Gather information for a possible SWOT-analysis  

 

 



 

- 

Minimal question bank 

 

These questions are used to start up a dialog between the interviewer and the 

interviewee, more questions, and different questions can finally be posed 

 

How many employees does the firm have? What do they do, and how are they 

organised? Does the firm manufacture its products by itself? Where? When? 

 

Which are the firm’s suppliers? Clients? Competitors? Are they powerful? What 

relation do they have with the firm?  

 

How is the decision process in the firm? Who decides what the firm should do?  

How has the firm tried to position itself on the market? Why? 

 

Which was the first country that the firm sold to? Which were the subsequent 

countries? Why did the firm choose to enter these markets? Did any government 

intervene, persuing the firm to enter a market? 

 

How did the firm start its activities in Sweden, and later, in other countries? In 

which countries is the firm present? In what order did the firm enter the markets? 

 

What did the firm know about the markets it entered? What does it know now?  

 

Are there any differences when it comes to consumer taste? Other important 

differences between different countries?  

 

Did the firm perceive the internationalisation as a risky operation? Why did the 

firm internationalise? 



 

- 

What problems did the firm face when it internationalised? What has limited the 

internationalisation? Why? 

 

How are the sales organised in the different countries? Does the firm has its own 

shops, factories, etc?  

 

Does the firm coordinate its activities on a world-wide basis? How? Are there any 

benefits from coordinating activities? 

 

Can the firm exploit economies of scale? How? How is the cost structure of the 

firm? 

 

How does the price setting work? 

 

How does the firm use agents? Why does the firm use agents? How are they 

controlled?   

 

What is the strategy of the firm?  

 

What plans does the firm have for future expansion? For the future in general?
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