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ABSTRACT

ABSTRACT

With globalization, boundaries between countries are wiped out and this is making it easier
for companies to internationalize. Therefore today, it is no longer only big financially strong
companies that go international. This phenomenon can be seen in the Swedish fashion
industry where companies with small financial resources are becoming global. The brand is
today more important than previously and this is especially true for the global fashion
industry where marketers market the brand rather than the traditional products. Extensive
previous research exists on the concepts of brand identity and internationalization. However,
there is little research on the connection between the two of them and close to none on their
relationship to small financial resources.

In this thesis the relationship between brand identity, internationalization and small financial
resources is studied through two cases in the fashion industry. The empirical data was
gathered through interviews with Merde! and Odd Molly, two Swedish companies. The
results from this study indicate that in a fashion company’s internationalization process, brand
identity is of importance. The findings further imply that small financial resources do not have
a negative effect on the brand identity creation process. However, this research indicates that
small financial resources affect the ways through which a company internationalizes its brand.
The study further indicate that Swedish fashion companies have to internationalize their brand
in order to survive. The authors of this thesis conclude that for a fashion company, the brand
identity determines the make or break of an international opportunity.



SAMMANFATTNING

SAMMANFATTNING

Globaliseringen har gjort att granserna mellan lander suddats ut och det ar lattare for foretag
att internationalisera sig. Det har inneburit att det idag inte bara ar de stora finansiellt starka
foretagen som blir internationella. Inom den svenska modeindustrin syns detta fenomen
genom att flera foretag med sma finansiella resurser har lyckats etablerat sig pa den
internationella marknaden. Idag &r varumadrket allt viktigare, sérskilt inom den globala
modeindustrin, da foretagen marknadsfor varumarket hellre dn den traditionella produkten.
Omradena kring varumarkesidentitet och internationalisering ar val utforskade. Daremot har
det forskats ytterst lite runt kopplingen mellan de tva omradena och nast intill ingen forskning
har gjorts rorande deras forhallande till sma finansiella resurser.

| den héar uppsatsen ar forhallandet mellan varumarkesidentiteten, internationaliserings-
processen och sma finansiella resurser studerat genom tva fallstudier fran den svenska
modeindustrin. Genom intervjuer med tva svenska foretag, Merde! och Odd Molly, har det
empiriska materialet samlats in. Denna studie visar pa att varumarkesidentiteten ar viktig i ett
foretags internationaliseringsprocess. Resultaten indikerar dessutom pa att sma finansiella
resurser inte har en negativ effekt pa skapandet av en varumarkesidentitet men att det
paverkar pa vilket satt foretaget valjer att internationalisera varuméarket. Studien visar ocksa
att svenska modeforetag maste internationalisera sitt varumarke for att Overleva.
Sammanfattningsvis forordar forfattarna av denna uppsats att det &r varumérkesidentiteten
som ar avgorande om ett modeforetag kommer att lyckas med att etablera sig pa den
internationella marknaden.
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INTRODUCTION

1 INTRODUCTION

Marketing within the fashion industry is focused on marketing a concept rather than the
traditional products; hence the brand becomes the most important element. This chapter will
give a background to the thesis where the concepts of branding and internationalization of
fashion will be explained. Furthermore the problem discussion will be presented which will
end in the purpose of this study where the research questions will be outlined. After that, the
delimitations for the study are set before the thesis outline is presented.

1.1 The importance of brand in the fashion industry

Every day we experience the effect of globalization due to many international transactions
(Wild, Wild & Han, 2008). Wild et al. further define international business as “any
commercial transaction that crosses the borders of two or more nations” (ibid, p.4).
Westhead, Wright and Ucbasaran (2001) stated that companies which have been on the
market for a longer period of time are more likely to engage in international activities than
new ones. This according to Westhead et al. (2001) is due to the fact that companies who have
been present on the market for a while usually have older founders, more resources, more
information, and a larger contact network as well more know-how and expertise. Further,
when it comes to initiating international activities, small companies have been somewhat
reluctant due to the fact that internationalization often require extensive experience (ibid)
which most of the time is costly to acquire (Eriksson, Johanson, Majkgard & Sharma, 1997).
Eriksson et al. (1997) further stated that in order to gain experiential knowledge the company
needs to gather information through abroad activities and by being present in the foreign
country. These activities along with the presence of the company on the foreign market
involve transaction costs related to for instance the gathering, the encoding and the decoding
of information (ibid).

Globalization and advances in technology has lowered the transaction cost between countries
(Wild et al, 2008). Today it is also easy for consumers to keep updated on the latest
fashionable items available worldwide. For instance, as soon as celebrities appear in designer
brands on television and in magazines, millions of young people want to imitate them,
consequently purchase the same brands (Tungate, 2005). Moreover with internet sites such as
‘Worth Global Style Network’” and “Style Vision” which are updated not every season, but
every day, people around the world are now aware of the latest fashionable trends (ibid).

The fashion manufacturers work in an industry that is characterized by short product life
cycles and a high level of competition (Fernie, Moore, Lawrie & Hallsworth, 1997).
According to Frings (2008) the inconsistency of fashion is criticized by many that advocate
that fashion only change in order to encourage purchase. Frings (2008) further presented three
causes to why fashion changes; people need change, people get bored with what they have
and changes in fashion is a sign of change in up-to-date events and change in a person’s
lifestyle. In order to succeed within the fashion industry it is important to understand the time
it takes for a new style to get accepted, the audience must be ready for a change once a radical
shift in style is introduced. Frings (2008) therefore quoted the famous Italian designer
Valentino who said “Timing is the key to a successful idea’”. However in the fashion industry,
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INTRODUCTION

timing is not enough, many fashion companies are today engaging in international activities
due to the fact that their domestic market is small (Hedstrém, 2007).

International marketing within the fashion industry is focused on marketing a concept rather
than the traditional products and because of that, the brand becomes an important tool in order
to achieve success (Fernie et al., 1997). The American Marketing Association’s, AMA,
definition of brand was applied by Kotler and Keller (2006). AMA defined a brand as “a
name, term, sign, symbol, or design, or a combination of them, intended to identify the goods
or services of one seller or group of sellers and to differentiate them from those of
competitors” (AMA in Kotler & Keller, 2006, p. 274). However, branding is not something
new; it has been around for a long time as a way to gain advantage towards competitors and in
order to differentiate one’s products from others. To gain competitive advantage Fernie et al.
(1997) stated that companies need to build their competitive strategies around their brands
rather than their products. Keller and Lehman (2003) argued that the value of the brand in the
end resides with the customers. Because, according to Doyle (1989) brand value is created
when the attributes which the customer aspire is associated with the product, therefore the
relationship between brand and customer is significant. One way to increase the brand value is
through differentiation (Kotler & Keller, 2006). In the fashion industry, differentiation based
on the product alone does not go a long way. In recent years, it has become almost impossible
to market fashion products based only on product differentiation in this highly competitive
industry (Agins, 2000) and this has led fashion marketers to focus their marketing and
advertising strategies more around the brand than the product (Fernie et al., 1997).
Developing strong brands has become an important key asset for companies whether they are
small local ones or big international ones (Keller & Lehman, 2003).

1.2 Problem Discussion

Sweden has for a long time been famous internationally for its music and it was the music
industry that represented Sweden worldwide during many years. However recently, there has
been a change. Today it is the Swedish fashion industry, more specifically the clothing
industry that is conquering the world and representing Sweden internationally (Strémqvist,
2006). Swedish fashion brands has built a reputation of having high quality, being stylish and
yet trendy, this has resulted in success internationally as well as domestically (Hedstrém,
2007). The Swedish fashion industry consists of small and struggling companies as well as
large and successful ones, however, one third of the Swedish fashion companies do not last
more than three years and within seven years, half of them disappear (RAFD, 2006). Because
the Swedish market for fashion is small and rather saturated this has forced many fashion
companies to internationalize their brand in order to reach a larger target audience (Hedstrém,
2007).

In order to develop and sustain a strong international brand, it is important to manage the
brand correctly and in today’s competitive market, two tools are essential for brand
management, brand positioning and brand identity (Kapferer, 2004). Brand positioning
defines the way for a brand to attack a market in order to grow its market-share on the
expense of competition. However, only the identity provides the right framework for ensuring
the consistency and continuity of the brand (ibid). For a brand identity to be successful it
needs to fulfil three functions. First it needs to be in accordance with the customers, second it

International Brand Management: Building brands and going international with small financial resources
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INTRODUCTION

needs to differentiate the brand from competitors’ and third, it needs to correspond with what
the company can and will do over time (Ghodeswar, 2008). Companies with a coherent,
distinctive, and relevant brand identity can gain an advantage in today’s dense marketplace.
For existing brands, identity is the source of brand positioning (ibid).

When discussing brand identity, one should also notice brand image as these two concepts are
closely linked (Aaker, 1996). Both identity and image are based on values, attributes, traits,
and personalities associated with the brand (ibid). While a brand identity is how the brand
owners or marketers want the brand to be perceived, a brand image is how the customer
interprets the brand (Schultz & Schultz, 2003). The message of the brand is sent through
various media and there are noises around such as for instance competitors’ brands. The
message received by the customer is therefore not always the same as sent by the marketer, in
other words, brand identity and brand image often differs from one another (Kapferer, 2004).
It is not up to the consumers to define the brand and its content; it is up to the company to do
so (ibid). According to Moore, Fernie and Burt (2000) the fashion industry is truly global and
is approaching standardization, where the customers desire the same products and lifestyles.
Fernie et al. (1997) pointed to that high end fashion brands such as Armani, Dior and Gucci
are excellent examples of standardization because there is little time to adapt the brand
identity to the local market due to the short product lifecycles. Swedish fashion companies are
today operating on a global market (Stromqvist, 2006). It is no longer just H&M that
represents Sweden on the global fashion market; today the products of smaller independent
companies (Bjorling, 2008) such as Acne, Odd Molly, Whyred, Filippa K and Merde! are sold
beyond domestic borders. They have managed to launch their brands in foreign market with
small financial resources. However, most businesses would have preferred to remain domestic
if the market was large enough, since domestic business is both easier and safer (Kotler &
Keller, 2006).

Swedish fashion brands have managed to concur the international marketplace and the world
has now started to open their eyes to Swedish fashion items (Stromqvist, 2006). From 2005 to
2006, the Swedish export of clothes and shoes increased with 20 per cent meanwhile the total
Swedish export only increased with 12 per cent (Bjorling, 2008). Wild et al. (2008) pointed to
that one of the main obstacles that a small company encounters when going global is the lack
of investment capital. Many of the Swedish fashion companies have however gone
international with small financial resources and still succeeded globally (Hedstrém, 2007). By
doing this they went against the established theoretical framework that international
expansion and brand identity creation process for a fashion company requires substantial
financial resources (Moore et al., 2000). The purchaser of a fashion item does not only
purchase the product for its functionality but for the intangible benefits that the product brings
in terms of brand identity (Tungate, 2005). There is a lot of existing research within the area
of building a brand identity and on international expansion. However, the research on how
companies create a brand identity and succeed internationally with small financial resources is
limited.

International Brand Management: Building brands and going international with small financial resources
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INTRODUCTION

1.3 Purpose

Based on the discussion above, the purpose of this thesis is to gain a better understanding of
how companies with small financial resources manage to launch their brand and create brand
identity internationally. This purpose will be reached by addressing the following research
questions:

RQ1. How do companies create brand identity with small financial resources?

RQ2. How do companies launch a brand internationally with small financial resources?

1.4 Delimitation

This research has only taken into account companies that have internationalized their brand
with small financial resources. The study consisted of companies within the Swedish fashion
industry, more specifically companies in the clothing industry which have taken their brand
international. Further, only companies that have spent 25 000 SEK or less on launching their
brand internationally and creating a brand identity were considered to participate in this study.

International Brand Management: Building brands and going international with small financial resources
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INTRODUCTION

1.5 Outline of the thesis

This thesis consists of six chapters including introduction, literature review, methodology,
data presentation, data analysis and conclusions and implications. The outline of the thesis can
be viewed in Figure 1.1 below.

INTRODUCTION

BRAND IDENTITY &
INTERNATIONALIZATION

METHODOLOGY

SWEDISH FASHION
INDUSTRY

DATA ANALYSIS

Within Within
case case

Cross
case

CONCLUSIONS
& IMPLICATIONS

Figure 1.1 Outline of thesis

The Introduction chapter begins with an overall background where the importance of
branding in the international fashion industry is outlined. The background further leads to the
problem discussion which is narrowed down to the overall purpose of the thesis. The first
chapter ends with the research questions being outlined for this study thereafter the
delimitations for the study are presented. The second chapter, Brand identity building and
internationalization, presents relevant research on the thesis topic. First, theories regarding
research question one are reviewed and after that, theories regarding research question two are
presented. This is followed by the conceptual framework where theories relevant to the data
analysis are selected. In the third chapter, Methodology, all the methods used to conduct this
thesis are presented and in the fourth chapter, Swedish fashion industry, the empirical data
collected is presented. The collected empirical data is compared to the selected theories from
the conceptual framework in the Data Analysis chapter, there two Within case analysis and
one Cross case analysis is conducted. Finally in the Conclusions and Implications chapter, the
overall conclusions are drawn. These conclusions will then lead to implications for future
researches around the thesis topic.

International Brand Management: Building brands and going international with small financial resources
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BRAND IDENTITY AND INTERNATIONALIZATION

2 BRAND IDENTITY AND INTERNATIONALIZATION

This chapter will present existing research regarding the thesis topic. First present theories
connected to research question one will be presented, after that theories regarding research
question two will be reviewed. Finally at the end of this chapter the conceptual framework for
this thesis will be presented. This conceptual framework will serve as a base for the empirical
data collection.

Due to the increased global economic integration, even companies that focus on the domestic
market have to be competitive internationally in order to secure long-term survival and
growth (Karagozoglou & Lindell, 1998). According to Czinkota and Ronkainen (2008),
companies that export, grow faster and are more productive. Further, many companies have
realized that international expansion is not only an opportunity to achieve further growth but
may become a necessity when international competition becomes fierce even in the domestic
market (Stewart & McAuley, 1999). The launch of an international brand according to Cheng,
Blankson, Wu and Chen (2005) is described as the development of a company’s brand equity
that appeals to overseas target customers’ attitudes towards the brand. Witkowski, Ma and
Zeng (2003) stated that an international brand is available in many countries; however, the
message of the brand is interpreted differently depending on local values and beliefs.

2.1 Factors of Brand Identity creation

The identity of a brand consists, according to Aaker (1996), of two parts; a core- and an
extended identity. What Aaker (1996) defined as the core identity of a brand is the everlasting
fundamental nature which is most likely to sustain even if the brand travels to new markets
and products. The extended identity on the other hand are those elements which complete and
enhance the core identity, it thereby strengthen what the brand represents. Aaker (1996)
further presented the hypothesis that a strong brand indicates a large extended identity, since a
strong brand is more memorable and attention-grabbing and often would require a much more
multifaceted explanation.

Aaker further (1996) introduced the perspective of viewing the brand identity as a person;
brand personality. When considering the brand personality, aspects mere than just those based
on product attributes are measured, the brand can for example be considered upscale,
trustworthy, casual etc. Aaker (1996) further pointed to that a brand’s identity should be full
of life and aim at the future because it reflects the associations that are desired for the brand,
distinct from a brand image which usually is passive and reflects the history. Across the
world, globalization has changed the fashion industry. The new global fashion companies are
less tied by fashion and relay to a higher extent on the effect that the brand has on the
consumers (Agins, 2000).

International Brand Management; Building brands and going international with small financial resources
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BRAND IDENTITY AND INTERNATIONALIZATION

Several factors affect the creation of brand identity, in Figure 2.1 four factors are displayed,
each one of the four factors are described further below.

Leveraging of Brand Equity

C
R
E
A
T
E
Brand Performance | m——p €= POsitioning
CcREATE  BRAND IDENTITY  CREATE

m—=>m>o0

Brand Communication

Figure 2.1 Factors of brand identity creation

2.1.1 Positioning of the brand

According to Keller (2002) brand positioning is finding the proper location in the minds of a
group of customers or market segment so that they think of a product in the right or desired
way. Marsden (2002) describes positioning as how a brand is positioned in the mind of the
consumer with respect to the values with which it is either owns provides associations to.
Aaker (1996) showed that all the elements of a marketing program can affect the position of a
brand and therefore having a clear position strategy can insure that the fundamentals of a
marketing program are consistent. Aaker (2008) showed that the brand position correspond to
the communication objectives which are those parts of the identity that is to be actively
communicated with the customers. Aaker (2008) further speaks of how the marketer must
choose if the position that is created should be credible or aspirational. If the company is
incapable of delivering on the new promise or if the target audience is not ready, it will be
sensible to wait before launching the aspirational position (Aaker, 2008). For the company to
position the brand directly it can be beneficial to compare the brand identity with the brand
image; often the comparison will reveal that the positioning has to be adjusted in order to
occupy the desired place in the consumer’s mind (ibid).

Kotler and Keller (2006) stated that it is not until a company has defined its target market that
it can make consistent decisions regarding advertising messages, media and prices. In order to
set the target market, the company must estimate the total market demand. Total market

International Brand Management: Building brands and going international with small financial resources
| 7



BRAND IDENTITY AND INTERNATIONALIZATION

demand is the volume that a defined group of consumers in a specific geographical area
would buy of a product throughout a defined period of time under a distinct marketing
strategy (ibid). This is because as Aaker (2008) pointed out, a well defined marketing strategy
might fail if it does not work with the audience in the marketplace. At the same time that the
company identifies its target market it also has to make decisions regarding the nature of
competition because other companies might have focused on the same target market in the
past or will do it in the future (Keller, 2002). That is because with the target market comes the
competitors, which are those other companies that target the same market segment (ibid).

After the company has identified the target audience and the nature of competition, the
marketers can define the appropriate points of difference, POD, and points of parity, POP,
associations (Keller, 2002). A company must decide whether or not to accentuate a brands’
POD’s or POP’s in order to know what it should emphasize on in order to affect the target
market (Aaker, 2008). Keller (2002) defines PODs as the brand associations which are strong,
favourable and unique. People can have strong brand preference even though they have never
purchased a product, the preference can be founded on perception and not experience of use
(Doyle, 1989). Such fondness can be based on social, cultural and personality factors but also
motivators such as advertising and public relations. POPs are the brand associations which the
brand has in common with other brands, in other words they are not unique (Keller, 2002).
There are two kinds of POPs according to Keller (2002), category and competitive. The first
one is the associations to a brand that the consumer considers compulsory in order for the
brand to deliver a credible offering, category POPs may change over time due to
developments within the industry. The competitive POPs are the associations created to
negate the PODs of the competitors. If the brand exceeds in some areas and manage to break
even in others where the competitors are trying to find advantage, the brand should according
to Keller (2002) be strong. Further Keller (2002) showed that the key to positioning is often
more about achieving the necessary or competitive points of parity rather than a point of
difference. When a customer thinks positively of a brand concerning one particular attribute,
another attribute is often more poorly regarded. Kotler and Keller (2006) provided an example
of the contradiction in brand positioning: when a brand is positioned as ‘top quality’ and at
the same time as ‘inexpensive’. To overcome this, it is possible to either present the attributes
in two separate campaigns that are run simultaneously or to borrow credibility from another
entity in order to establish an attribute as a POD or POP (Kotler & Keller, 2006). Another
way is to redefine the relationship between the benefits in order to convince the customer that
the link is positive (ibid).

Graeff (1996) stated that in today’s dense marketplace, consumers often decide to purchase a
certain item based more on the brand’s image than on its physical features. Kotler and Keller
(2006) described brand image as the perceptions and beliefs held by the consumers around the
brand. As consumers’ perception of the brand has shifted from its physical characteristics to
its symbolic associations, developing brand image through advertising is becoming more
apparent (Meenaghan, 1995). Just as a person’s identity provide direction, purpose and
meaning, the identity of a brand is central to the brand’s strategic vision since it embodies the
basic characteristics that will sustain over time (Aaker, 1996). Brand identity are the unique
associations that the company want the consumer to have when confronted with the brand
(Keller, 2002). When the customer experiences that the brand is delivering the benefits that it
promised to undertake, brand bounding occurs (Kotler & Keller, 2006). Aaker (2008) referred
to this as brand loyalty meaning that the customer’s resistance to switching is increased. This
means that the motivation to change from a familiar brand to an unknown one is low (ibid).
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2.1.2 Communicating the brand message

In order to set the communication objectives to reach the target audience, the brand must be
correctly positioned (Keller, 2002). The company must encode the message of the brand;
convert it into symbolic language so that it can be communicated correctly to the target
audience (Czinkota & Ronkainen, 2008). Aaker and Joachimsthaler (in Ghodeswar, 2008)
showed that the challenges facing companies when they are constructing brands are: to get the
brand to be noticed, to be remembered, to change perceptions, to strengthen attitudes and to
create a deep relationship with the customers. Because any brand, no matter how strong it was
at one point in time, is vulnerable and can be destroyed by inadequate brand management
such as when changes in market conditions is not considered (Keller, 2002).

When an exporter decides to communicate their message from the domestic to the
international market, some of the main available tools are direct advertising, the internet,
directories, and trade fairs (Czinkota & Ronkainen, 2008). In order to gain knowledge of the
local market it is suitable to use a local promoter-agency in the domestic market (ibid). A
trade fair is an event where manufacturers, vendors and distributors display their product to
other industry stakeholders as well as the press (ibid). A trade fair is often an excellent way to
introduce new products but also a way for the company to create goodwill by appearance.
However, according to Czinkota and Ronkainen (2008) trade fairs are connected to high
participating costs and it is difficult to choose the appropriate trade fair to appear at.
Companies with small financial resources often rely on recommendations from other
stakeholder as to which trade fairs to appear at (ibid). Direct marketing refers to non-personal
communication such as the use of mail or telephone to contact prospective customers (Keller,
2002). This type of communication has grown in recent years due to technological advances
and the change in consumer behaviour of leaning more towards convenience (ibid). The
company webpage is an extended link of the overall promotional strategy; the internet thereby
supports the exporters’ communication in many ways (Czinkota & Ronkainen, 2008). An
English webpage can deliver information to many markets but a webpage in the local
language is always preferable considering cultural sensitivity (ibid). According to Meenaghan
(1995), advertising has been identified as one of the most important element in creating brand
image as it creates symbolism and imagery around the product which result in a relationship
between the brand and the consumer. However, Keller (2002) stated that even if advertising is
important it is not the only or necessarily most important tool for building brand equity.
Despite this when it comes to brand, advertising has two important functions; the first
function is to present and position the attributes of the brand to the consumers and the second
function is to fill the brand with symbolic values attractive to the target market (Meenaghan,
1995). When concerning fashion products, advertisers have focused on image advertising
rather than product advertising (Seitz, 1998). This is due to the fact that differentiation based
only on the product is difficult in this industry; therefore the advertising form of creating an
image in consumer’s mind has proven to be utmost effective (ibid).

Aaker (1996) stated that flourishing brands are created through creative reappearance of
themes in various media where they create brand awareness. Keller (2002) referred to the six
step model developed by psychologist William McGuire (1969) in order to explain what
happens during the brand persuasion process when the target audience encounters the
message in various media (Keller, 2002). According to McGuire (in Keller, 2002) a person
must primarily be exposed to the communication; see or hear it. The second step is attention
and once a person has noticed the message he can begin to comprehend it. When the intended
message is understood a person must respond favourably to the communication and reach step
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four; yielding. After that, the person must intend to act in the desired manner to finally in step
six actually act the desired way. Keller (ibid) pointed out that if the respondent fails to
complete one step; a successful communication is not generated. Agins (2000) stated that the
fashion business today has returned to its roots, it is no longer so much about the actual
clothes as it is about communicating the marketing message; they are selling a brand or more
specifically an image. The image of a brand differs from the personality of a brand since the
image is the sum of the consumers’ perceptions about the brand which does not necessarily
correspond with the brand identity (Aaker, 1996). It is therefore important for the company to
consider that the way they have encoded the message is not automatically the same way as the
customer will decode it (Czinkota & Ronkainen, 2008).

According to Solomon (2007) what is recommended by friends, word-of-mouth, henceforth
referred to as WOM, marketing has a higher impact on the customer than traditional
marketing. Bone (1992) defined WOM as “an exchange of comments, thoughts and ideas
among two individuals providing marketing information to other people” (Bone, 1992).
Keller (2002) indicated that it is because customers are becoming more and more sceptical
towards traditional marketing methods. Solomon (2007) further stated that the results of
WOM can vary depending on the experience that the intermediary has had with the brand. A
positive effect from WOM will enhance the brands performance meanwhile a negative WOM
can be devastating. WOM is therefore connected to great risks (ibid). Rajagopal (2006)
showed a positive connection between the size of the brand and what the brand has promised
to deliver. These two factors determine the customers’ probability to undertake WOM and
create a buzz about the brand. According to Keller (2002) the internet is an excellent base to
create consumer based WOM marketing.

The company must regard the issue of adaptation. The concept of Standardization versus
customization is important when it comes to communicating the brand message (Keller,
2002). By standardizing the brand identity, the company applies the same strategy regardless
of where in the world they are operating, meanwhile a customized branding strategy adapt the
brand in regard to that market’s specific conditions (ibid). According to Witkowski et al.
(2003) cultural beliefs and customs affect the target audience’s interpretation of the brand
identity message. It is therefore important for the company to determine to which extent the
brand identity assets are global, in the way that they create consistent impressions in the
consumer’s mind. The company must also assess to which degree the brand identity is
localized where it deliver different consumer impressions as a result of local culture (ibid).

2.1.3 Delivering the brand performance

According to Keller (2002) the importance of delivering a product which fully satisfies the
consumer’s needs is essential to successful marketing; for products as well as services.
Companies which distribute their own brands through their own channels increase their
control of the creation of brand identity (Ghodeswar, 2008). Brand performance is defined as
the ways through which the product or service attempts to meet the consumer’s needs (ibid).
Kotler and Keller (2006) argued that a company must know and measure their performance
against that of competitors to ascertain that the marketing activities are creating the intended
brand value.

Aaker (1996) spoke of brand loyalty as a measure of the attachment that the customer has to
the brand. According to Kotler and Keller (2006) brand loyalty can, through the customers’
devotion, create a barrier of entry for other companies. A loyal customer is not only more
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likely to engage in word-of mouth (Solomon, 2007), the brand loyalty can also make them be
willing to pay a higher price for the product (Keller, 2002). Traditionally the main goal of
marketing has, according to Palumbo and Herbig (2000), been to increase sales by attracting
new customers, now focus have shifted to turn the one time buyer into a brand loyal customer.
According to Doyle (1989) a product with a successful branding strategy gets the attributes
which the customer aspire to be strongly associated with the product. The value of a brand
therefore in the end, resides with the customers (Keller & Lehman, 2003).

Keller and Lehmann (2003) demonstrated the measure of brand equity in what they refer to as
the Brand value chain. The brand value chain start with the company’s marketing activities,
which in turn influences the *customer mindset’ that determine how the brand perform in the
marketplace which in the end creates the value that is estimated by the financial community
(ibid). The brand value chain and the factors which affect the brand value creation process are
displayed in Figure 2.1. According to Aaker (1996) brand awareness concerns the strength of
the brands presence in the consumer’s mind. The factors of recognition and recall often play a
central part as to what the consumer end up purchasing (ibid). Recognition concerns the
familiarity of a past exposure of the brand. The customer does not have to remember where
they saw the brand before, in what way it is different from other brands or even in which
product class the brand belongs; they simply have to remember that they have encountered the
brand before. Recall on the other hand refers to the customers’ ability to recall the brand name
once the class in which the product belongs is mentioned, recall is thereby more common with
well known brands (ibid). Those factors are included in what Keller and Lehmann (2003)
referred to as the ‘customer mindset’.

However, a favourable place in the consumer’s mind only translate to a successful brand
performance when there is no significant threat from competitors and when a large profitable
audience is attracted to the brand (ibid). Keller and Lehmann (2003) further speak of six key
dimensions of how a customer reacts to a brand in a specific market. The extra money which
the customer is willing to pay for a product compared to a similar product from another brand
determines the price premiums. The price sensitivity of the target audience is determined by
the price elasticity. Together with the aspect of the size of the company’s market share the
first two price dimensions determine the direct revenue stream for a company over time (ibid).
The brand’s expansion potential is measured in the fourth dimension which concerns the
opportunity of improving the revenue stream. When the customer mindset reacts favourably
to the brand marketing efforts the fifth dimension present the possibility to reducing the cost
for marketing programs. This is because when the brand is already present in the consumer’s
mind, the effects of an ad will be greater and the message will be remembered to a higher
extent (ibid). Dimension one to five create brand value which in the sixth dimension can be
measured by sales volumes (ibid).
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Figure 2.2 Brand value chain measurement approaches
Source: Adapted from Keller and Lehmann (2003)

In Figure 2.2 the factors affecting the value of the brand is displayed. The value of the brand
which is created in the marketplace is valued by financial analysts and investors (Keller &
Lehmann, 2003). The analysts consider a number of factors other than interest rates, investor
sentiment and supply of capital, it is namely important to take into consideration the growth
potential of the brand in the industry, the level of risk but also what role the brand has in the
company’s product portfolio and the potential of brand extension (ibid).

2.1.4 Leveraging the brand equity

Brand equity is defined by Aaker (1996, p.8) as ’...a set of assets (and liabilities) linked to a
brand’s name and symbol that adds to (or subtracts from) the value provided by a product or
service to a firm and/or that firm’s customers”. A brand has positive customer-based brand
equity when the consumers respond more positive to a products marketing mix when it is a
familiar brand, than they would if it was a brand they were unaware of (Keller, 2003). The
assets which, according to Aaker (1996) forms brand equity are brand awareness, brand
loyalty, perceived quality and brand associations.

Keller (2002) stated that by connecting the brand to another unit, for example a person, place
or thing, it is possible to affect current brand associations as well as create an additional set of
associations from the brand to the unit. Desai and Keller (2002) showed how the theory on
ingredient branding is applicable when the brand wants to enhance its differentiation from the
host brand more specifically, for example a soap with a ‘new scent’ (ibid). By incorporating
the key attributes of one brand as ingredient into another, the popularity of the brand will
increase as the popularity of the ingredient increases. That is referred to as a co-branded
ingredient branding strategy and creates an alliance between two companies (ibid). Desai and
Keller (2002) developed a new concept of ingredient branding which they named self-branded
ingredient branding. In this approach the host brand owns the new self brand by giving the
ingredient a brand with for example a new name, logo, symbol and so forth.

Aaker (1996) stated that brand extension is when the brand is extended to cover other product
classes than the brand did from the beginning. Aaker further advocated that this is the ultimate
way to leverage the brands equity even though it is connected to a rather high level of risk.
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The risk comes from negative brand associations which can be created by perceptions of the
new product which in turn can affect the image of the brands “original’ products (ibid).

Line extension is consented when a minor change is applied in the host brand, Desai and
Keller (2002) gave the example of when an existing shampoo brand begins to manufacturer
baby shampoo. A motivational factor to perform a brand extension is the favourable effect
that the extended brand will have on the image of the parent brand (Aaker 1996). Balachander
and Ghose (2003) came to the conclusion that advertising for the extended brand create a
spillover effect which favourably effects the choice of the parent brand more than the parent
brand’s own advertising does. When the companies connect the positive expectations of one
existing brand name to a new one, it reduces the risk factor connected to the launch of a new
product (Kotler & Keller, 2006).

Co-branding is according to Kotler (2008) favourable when both brands are strong in each
separate category. If they then co-brand, they will reach a much larger target market and
thereby increase their brand equity. Aaker (1996) stated that co-branding is a classic search
for synergy because two existing brands go together and share the cost and risk of
constructing a new product.

2.1.5 The PCDL Model: a combination of theories

By combining the factors of ‘Positioning of the brand’, ‘Communicating the brand message’,
‘Delivering the brand performance’ and ‘Leveraging the brand equity’ a holistic approach to
building brand identity is created. Ghodeswar (2008) combined these factors in the PCDL
model, the connections between the different factors are demonstrated below in Figure 2.3.

Leveraging of Brand Equity

C .
The success of the brand will R The extended value that the leveraging
determine the ability for the E of the brand equity delivers will in turn
brand to evolve throug A affect the positioning of the brand
extension and T in the customers’ mind.
increase its
value.
Brand Performance | G POsitioning
CREATE BRAND IDENTITY CREATE

ithout a correct posi-
tioning, the message
of the brand cannot be
communicated to the in-
tended audience.

How the brand is
communicated will
determine the brand’s
success in the marketplac

m-=a>mxn

Brand Communication

Figure 2.3 Connection of factors through the PCDL model
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Ghodeswar (2008) pointed out that companies constantly have to compare their brand against
the effect of competition. This is done in order to track the progress of the brands in the
market and the effect which market interference will have on brand equity. Ghodeswar (2008)
further showed that ways of measuring the delivering of brand performance are the level of
purchasing, consumption, brand recognition, brand recall, advertising awareness, etc. In
product-driven companies, the service that the customer receives plays an important part as
the brand experience includes everything that affects the relationship to the customer (ibid).
Therefore the distribution of the product also affects the creation of the brand identity.
Regular blind test between the manufacturers’ and the competitors’ brand is one way to
measure the excellence of the brand in comparison to others, this is a way which Ghodeswar
(2008) proposes.

The PCDL model shows how the different parts in the brand identity process are connected
and how each step must be fulfilled in order to create a strong brand identity (ibid). If the
brand is not positioned correctly, the brand message cannot be communicated to the target
audience. In order to deliver the brand performance, the customers must have been reached by
the brand message and finally, all these factors affect the leveraging of the brand equity.

2.2 Companies’ internationalization process

Whitelock (2002) argued that internationalization is a part of the ongoing strategies for most
companies. Andersen and Buvik (2002) stated that if companies are considering going
international, they should first decide where and with whom to conduct business (ibid). When
that decision has been made they have to choose which type of foreign entry strategy to
pursue. Hence in this section, the authors of this thesis seek to analyze ‘why’, ‘where’ and
‘how’” companies internationalize their brand identity. As mentioned in the background,
fashion marketers in general market the brand rather than the actual product (Fernie et al.,
1997). In the fashion industry, the ‘product’ which the customers purchase is the brand
identity and the added value that the brand delivers to the customer (Forney, Park & Brandon,
2005). Based on that, this thesis approaches the concept of internationalization of the brand
identity from the perspective of internationalization of products.

2.2.1 Root: Types of entry modes

Root (1994) stated ““an international market entry mode is an institutional arrangement that
makes possible the entry of a company’s products, technology, human skills, management, or
other resources into a foreign country” (p. 24). Further Root pointed out that, international
entry modes can be viewed from two perspectives; the economist’s and the manager’s. From
an economist’s perspective, only two ways of entering a foreign market exists; either by
exporting from a production base outside the foreign country or by transferring its resources
such as technology, capital, human skills and enterprise to the foreign country. These
resources may then be sold directly or together with local resources for example labor to
produce the product on the local foreign market. From a manager’s perspective, the two above
mentioned modes of entry are broken down into three parts as each offer different benefits
and costs to the international company. These three modes of entering foreign markets are
export-, contractual- and investment entry modes. (Root, 1994)
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According to Root (1994), when a company’s final or intermediate products are manufactured
outside the foreign country and consequently transferred to it, it is called export entry modes.
Therefore, the author concludes that exporting is an option, only if the products in question
are physical. The author further stated that exporting can be indirect exporting which uses
middlemen in the company’s own country who actually do the exporting. Wild et al. (2008)
argued that exporting is the most common entry modes used by companies. Further the
authors identify direct exporting and indirect exporting. Direct exporting is when a company
sells its products directly to buyers such as sales representatives and distributors whereas
indirect exporting uses intermediaries who resell the products to buyers such as agents and
export trading companies (ibid).

Contractual entry modes according to Root (1994) are long-term non-tangible associations
between a company and an entity in a foreign country involving the transfer of technology or
human skills from the company to the foreign entity. Examples of such entry modes are
licensing and franchising agreements. According to Wild et al. (2008) licensing is when a
company grants its property rights such as patents, know-how and trademarks to a foreign
company for a specified period of time and in return the licensing company receives royalty
or other compensation from the licensee. Franchising is an agreement in which a company
supplies another foreign company with intangible property rights and other assistance for an
extended period of time (ibid).

According to Wild et al. (2008), investment entry modes is investing directly in plants and
equipment in a foreign country and this modes of entry entail a higher level of commitment in
the foreign country. Root (1994) argues that companies invest in foreign production for three
basic reasons: to obtain raw materials, to source products at a lower cost or to penetrate local
markets. Wild et al. (2008) stated that wholly owned subsidiaries, joint ventures and strategic
alliances are the three common forms of investment entry modes.

2.2.2 The Uppsala model approach

The Uppsala model, also known as the U-model describes the internationalization process of
companies as a sequential pattern (Johansson & Wiedersheim-Paul, 1975). According to
Johansson and Wiedersheim-Paul’s (1975) model, the choice of foreign entry modes depends
on the amount of experience a company has on a specific market. The model presented the
establishment chain which consisted of four stages: sporadic export activities, export via
agents, establishment of sales subsidiaries and overseas production/manufacturing (ibid). The
establishment chain is visualized in Figure 2.3.

SALES MANUFACTURING
SPORADIC AGENTS SUBSIDIARIES ENTITY
EXPORTS

Figure 2.4 Establishment Chain
Source: Adapted from Johansson and Wiedersheim-Paul (1975)

The U-model showed that companies begin their internationalization process by first sporadic
exporting their products to the foreign market. That is done because of the companies’ lack of
information regarding the foreign market. The second stage consisted of creating distribution
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channels where the companies cooperate with local agents who export the product for them as
the company obtains superficial information about the foreign market structure and
conditions. Then after having obtained more knowledge of the foreign country, the companies
move towards establishing sales subsidiaries in that country which enables the companies to
cooperate in a more effective way. Finally, when the companies have acquired significant
knowledge regarding the foreign country, they will move forward and establish a
manufacturing entity in that country. Through each step there is an increasing amount of
involvement and resource commitment. (Johansson & Wiedersheim-Paul, 1975)

Johansson and Vahne (1977) took the U-model one step further and proclaimed that the lack
of knowledge of a foreign country is one of the main obstacles to internationalization. The
authors further identified two types of knowledge about a country; experiential knowledge
which is gained through personal experience and objective knowledge which can be taught. In
the U-model, the obtaining of knowledge can be done only through experience, by being
active in the foreign environment rather than collecting information through objective
experience (Forsgren, 2002). Forsgren further stated that by being in the market, not only
information is acquired but the company also becomes more connected to the market due to
that it becomes difficult to use the resources for other purposes.

Johansson and Vahne (1977) also spoke of market-specific knowledge such as knowledge
about the characteristics of specific national markets which can be gained only through
experience in the market and general knowledge such as for instance certain type of
customers’ characteristics. This type of knowledge about foreign markets is further explained
by the concept of psychic distance in the U-model (Johansson and Vahne, 1977). The theory
of psychic distance implies that companies first expand into markets which are
psychologically closer to them before later moving into more distant markets as more
knowledge about the market is gained (ibid). Moore et al. (2000) confirmed that companies
usually first go abroad to closer markets which are more familiar before gradually extending
their foreign operations to more distant and unfamiliar ones. The research of O’Grady and
Lane (1996) also indicated that geographical and cultural proximity are key factors in the
initial entry selection of foreign markets. This was also highlighted by Robinson and Clark
(1990) who conducted a research with 27 European retailers that indicated that either
neighboring markets or countries with comparable environment culturally were the markets
that were most likely targeted in initial international expansion. In the fashion industry,
cultural proximity is a reason to why there is a geographic concentration of the fashion
companies in Northern Europe, Northern Asia and South-Eastern Asia (Moore et al., 2000).

However, there have been several disagreements with the implication of the U-model.
Forsgren (2002) stated that the U-model implies a too narrow interpretation of learning which
automatically limits the models ability of explaining other internationalization behaviors. For
instance, Bjorkman (1996) discussed imitative learning, showing that companies can learn by
observing how other companies do and in that way decide whether and when to initiate in
international activities (Forsgren, 2002). Barkema and Vermeulen (1998) on the other hand,
discussed of the acquiring of other organizations and people with the needed knowledge and
view this as a different way of gathering information from.

Andersen (1993) stated that although there is empirical evidence that companies first chooses
countries based on the psychic distance approach and develops in accordance with the
established chain; this does not prove that increasing knowledge lies behind the companies’
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internationalization behaviors. His research further indicated that there need to have more
specific and precise details on the circumstances in which the U-model is used and only then
the model can be evaluated (ibid).

2.2.3 The transaction cost approach

According to Andersen and Buvik (2002), the transaction cost approach is based on analyzing
the characteristics of a transaction. This is done in order to decide which mode of entry that is
the most efficient one, which signifies minimizing transaction costs. This theory proclaims
that companies decide to internationalize by direct investment as a mode of entry rather than
licensing when uncertainty is high (ibid).

Erramilli and Rao (1993) suggested that companies’ choices of foreign entry modes depend
on several factors that either increase the costs or decrease the degree of control that the
company may gain on the foreign market. Wild, Wild, and Han (2008) stated that companies
investing abroad need to consider the control aspect of their investment for a number of
reasons. For example if the company wants to ensure that the retailing price is the same in the
new foreign market as in the domestic one. Wild et al. (2008) further defined control as the
company’s ability to implement their desired strategies and wishes in the foreign market.
When costs are low or the ability of control high, the companies are more likely to establish
full-control ventures on the foreign market, otherwise the companies will try to establish
shared-control ventures (ibid). ““All costs and benefits of obtaining and retaining control must
be carefully weighed against each other. The most efficient mode of entry is the one with the
highest benefit-to-cost ratio.” (Erramilli and Rao, 1993).

Hennart (1991) defined full-control ventures as wholly-owned subsidiaries whereas shared-
control ventures are joint ventures. The empirical studies of the author showed that when a
company experience high market transaction costs, it would automatically choose joint
venture in order to combine its inputs with other companies, thus sharing the costs. Hennart
(1991) further pointed out that companies normally choose shared-control ventures for three
reasons. The first is because the company is venturing outside its main industry and it needs
complementary inputs from active companies within that industry. Second because when
entering a foreign market for the first time, it needs to acquire implicit knowledge on how to
operate in that market and finally because it seeks access to resources held by local
companies.

2.2.4 The eclectic paradigm approach

Wild, Wild, and Han (2008) stated that the eclectic theory shows that companies undertake
foreign direct investment, henceforth referred to as FDI, when the features of a particular
location is combined with ownership- and internationalization advantages to make a location
appealing for investment. Dunning (2000), the creator of the eclectic paradigm, argued that
international activities are determined, as can be seen in Figure 2.4, by the interaction of
three factors, most specifically three advantages; ownership-specific advantages,
internationalization- specific advantages and location-specific advantages.

First, a company needs to have an owner-specific advantage, when a company has that it
owns specific assets that other foreign companies lack (Dunning, 2000) and examples of such
competitive advantages are brand recognition, technical knowledge and management ability
(Wild et al., 2008). Second, a company needs to distinguish internationalization-specific
advantages such as advantages that arise from internationalizing compared to if the company
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would leave it to a relatively inefficient market (ibid). Therefore, the company will need to
evaluate its ability of exploiting and organizing its core competencies on the international
market (Dunning). When the first and second factors are identified by the company, it is then
more profitable to exploit these assets internationally if a location specific advantage can be
identified (ibid). Such advantage could be to identify a particular economic activity in a
specific region because of the characteristics of that location (ibid). Such an advantage is the
advantage of locating a particular economic activity in a specific location because of the
characteristics of that location (ibid). These characteristics can either be natural for example
oil in the Middle East, timber in Canada or copper in Chile or acquired such as a productive
workforce (Wild et al., 2008). This enables the company to not only export its products but
also manufacture them on place. The eclectic theory stated that when all these three
advantages are present, a company will then undertake FDI (ibid).

CompanyAdvantage._) Inter;gl\t/lgr?taalézeatlon n ) Location advantage

FDI

Figure 2.5 Advantages of international activities
Source: Adapted from Dunning (2000)

FDI is described as the purchase of physical assets or a significant amount of ownership such
as stocks of a company in another country in order to gain management control (Wild et al.,
2008). Four types of FDI can be identified according to Czinkota and Ronkainen (2008); full
ownership, joint ventures, strategic alliances and government Consortia. Full ownership gives
the company full control over its foreign activities. However, this is an expensive option as
considerable resources are needed. Joint Ventures are collaborations of two or more
organizations. The partners share assets, risks, and profits, however it may be hard for the
companies to implement the concept and maintain the relationship. Strategic alliances
according to Czinkota and Ronkainen (2008) are one type of joint venture. The main
difference is that here, rather than forming a new entity, the two companies remain
independent entities. Finally, government consortium is a form of cooperation and is typically
characterized by government support or even subsidy (ibid).

2.2.5 The industrial network approach

Chetty and Blankenburg Holm (2000) showed in their article that companies obtain
knowledge through interaction. A company obtains knowledge by learning from others’
experiences and uses its resources together with other actors in their business network when
making the decision to internationalize. This approach is known as the industrial network
approach which was developed by the IMP group. Hakansson (1982) with the IMP Group
views the industrial system as a network in which companies are engaged in the production,
the distribution and the use of goods and services within which relationships are developed
and maintained among its various actors. Consequently, Chetty et al., (2000) argued that
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companies not only need to take into account their own operations but also the environment in
which they operate as well as the foreign country’s environment.

Coviello and Munro (1997) on the other hand, viewed the network approach in a slightly
different way. According to these authors, it is the relationships established within the
network that are considered as key influencers in the internationalization process. The
findings of their empirical study confirmed that companies that took advantage of their
existing network relationships grew more rapidly and more successfully in foreign markets.

Stewart and McAuley (1999) spoke of proactive and reactive factors in a company’s
environment influencing its decisions to internationalize. Proactive factors are described by
Stewart and McAuley (1999) as the taking advantage of a particular opportunity in the foreign
market whereas reactive factors are based on pressures or push factors derived from either the
external or the derived environment (ibid). Czinkota and Ronkainen (2008) described
proactive as stimuli to attempt strategic change whereas reactive stimuli influence companies
that respond to environmental changes by changing their activities over time.

2.2.6 The business strategy approach

According to Young, Hamill, Wheeler & Davies (1989), companies’ objectives affect their
international activities and there may occur conflicts between these objectives. The effect
from these objectives need to be combined with the uncertainty involved around decision-
making according to the authors which makes it difficult for the companies to adapt a
rational-analytic approach to the decisions around the internationalization process (ibid).
Hence, in the business strategy approach, companies do not follow the traditional step-by-step
explanation for developing international activities; instead they make their decisions based on
other strategic reasons affecting the company both internally and externally (Rundh, 2001).
Rundh (2001) further argued that companies make their decision for going international based
on to the actual market situation and not the evolutionary or sequential step-by-step approach.
Based on the above mentioned, Young et al. (1989) concluded that the business strategy
approach highlights the pragmatic nature of decision-making because in reality decision-
making involves a great deal of uncertainty and also a need for consensus.

This approach emphasizes the fact that companies need to make trade-offs between several
variables when deciding to internationalize and also when choosing which methods to use
(Whitelock, 2002). According to Whitelock (2002) this strategy could focus around Reid’s
(1983) arguments that foreign market entry depends of competing strategies guided by market
opportunities, companies’ resources and the philosophy of the management. The business
strategy approach could also according to Turnbull and Ellwood (1986) in Whitelock (2002)
focus on other factors such as market attractiveness, psychic distance and accessibility and
informal barriers.

2.2.7 Whitelock: a combination of theories

Whitelock (2002) argued in his article that many studies have been conducted around the
internationalization process of companies; however each has presented these theories as
independent from one another. Whitelock (2002) further argued that a combination of the *U-
model’, the ‘Eclectic paradigm’, the ‘Transaction cost analysis’, the ‘Interactive network
approach’ and the ‘Business strategy approach’ would give forth to a more realistic and
comprehensive picture of companies’ foreign market entry decisions.
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In the U-model, the emphasis is on experiential knowledge; it is the amount of experience that
a company has on a specific market that decides where and how a company should enter a
foreign market. Further, it is the company alone that influences the decision process. Also in
the Eclectic paradigm, the company alone influences this decision however it is the Cost of
the transactions that decide on why and where to internationalize. The Industrial network
approach differs from the two first one as it is not only the company that influences this
decision but the whole network that the company is operating in. Therefore, also the
customers, competitors and suppliers affect the decision of mode of entry. Finally, in the
Business strategy approach, the company takes advantage of its own resources and
capabilities as well as opportunities and threats in the market to make its decision of entry
modes and entry strategy. (Whitelock, 2002)

Whitelock (2002) further argued that each of the presented theories is more or less dependent
on the existence of market information. The eclectic paradigm and transaction cost analysis
need information on the attractiveness of the foreign market and this information is based on
cost. Both the industrial network approach and the business strategy approach present detailed
information over the current environment affecting the companies. However, only the U-
model viewed information as a crucial indicator of market entry and entry mode selection.
Whitelock (2002) further argued that these four approaches together form a much better
framework for going international than each single one alone.

2.3 Conceptual framework

Miles and Huberman (1994) defined a conceptual framework as something that ”*...explains,
either graphically or in narrative form, the main things to be studied- the key factors,
constructs or variables- and the presumed relationships among them.”(ibid, p.18). This thesis
aim at answering the research questions presented in the first chapter. In order to do so,
previous research on the topic was reviewed and the literature most appropriate to answer the
research questions was selected. The chosen theories form the conceptual framework through
which the empirical data was analysed. First literature concerning the creation of brand
identity is displayed and later theories regarding the internationalization process is presented.

2.3.1 Conceptualization of Research question 1: How do companies create brand
identity with small financial resources?

The purpose of the first research question is to gain a better understanding of how companies
with small financial resources create a brand identity. In order to answer the first research
question factors regarding; the brand’s positioning, the brand’s message, what the brand does
to fulfil the expectations of stakeholder and how the level of brand satisfaction is measured,
will be considered.

Ghodeswar’s (2008) approach to brand identity creation was the basis for determining how
different factors that affect the creation process of brand identity are interconnected. To
conceptualize the first research question Ghodeswar’s holistic approach of combining existing
theories will be applied. Ghodeswar’s PCDL model brought together previous research on the
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subject conducted by Aaker (1996, 2008), Keller (2002), Keller and Lehmann (2003), and
Desai and Keller (2002), which provided a new image of brand identity building. Further the
authors of this thesis have applied theories conducted by Czinkota and Ronkainen (2008),
Marsden (2002), Witkowski et al. (2003) Seitz (1998) and Solomon (2007) to complement the
model. Ghodeswar’s model was selected because it presents an approach to building brand
identity in competitive markets, and as stated in the background of this thesis the fashion
industry is a competitive market. In Table 2.1 the selected theories and their key elements are
displayed.

Table 2.1Theories and key elements of Brand identity

| Theories on the creation of brand identity Key elements

Positioning of the brand - Associations
(Keller, Aaker, Marsden) - Target Market

- Points of Parity vs. Points of Difference
Communicating the Brand message - Symbolic language
(Witkowski et al., Seitz, Czinkota & Ronkainen, Solomon) - Trade fairs

- Word-of-mouth

- Adaptation
Delivering the Brand Performance - Brand value chain
(Keller & Lehmann, Aaker) - Awareness
Leveraging the Brand Equity - Brand extension
(Keller & Desai) - Line extension
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2.3.2 Conceptualization of Research question 2: How do companies launch a
brand internationally with small financial resources?

The purpose of the second research question is to gain a better understanding of how
companies with small financial resources launch a brand identity internationally. In order to
fulfill this purpose, it is not enough to only focus on ‘how’ a company is to enter a new
market. Czinkota and Ronkainen (2008) pointed to the importance of that the company that is
going international defines its competitors, knows its target audience and its customers.
Because of that, the factors behind the decision to go international have to be considered as
well as the factors determining where the internationalization will take place. Therefore the
authors of this thesis will approach the concept of internationalization by analyzing the factors
of ‘Why’, ‘Where’ and ‘How’ companies internationalize their brand identity.

To conceptualize the second research question, Whitelock’s (2002) approach to
internationalization which combines key elements from several theories will be applied.
Whitelock’s model used elements from the Uppsala model, the eclectic paradigm, the
transaction cost approach, the industrial network approach and the business strategy model. In
the conceptual framework of this thesis, elements from Whitelock’s approach together with
the theories of Johansson and Vahne (1977), Johansson &Wiedersheim-Paul (1975), Dunning,
Stewart and McAuley (1999), Erramilli and Rao (1993), Chetty and Blankenburg-
Holm(2000), and Root (1994) are used to complement Whitelock’s approach. In Table 2.2,
the key elements from each of the selected theories on the internationalization process are
presented.

Table 2.2 Theories and key elements in the internationalization process

| Theories on internationalization Key elements
Entry modes options - Export entry modes
(Root) - Contractual entry modes

- Investment entry modes

The Uppsala Model - Establishment chain

(Johansson & Wiedersheim, - Experiential knowledge

Johansson & Vahne) - Psychic distance

The transaction cost analysis - Transaction costs

(Erramilli & Rao) - Degree of control

The eclectic paradigm - Ownership-specific advantages
(Dunning) - Internationalization-specific advantages

- Location-specific advantages

The industrial network approach - Interaction
(Chetty &Blankenburg Holm, - Proactive vs. reactive
Stewart and McAuley)

The business strategy approach - Company objectives
(Young et al., Rundh) - Market situation
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Based on Whitelock’s approach to the internationalization process, the authors of this thesis
identified the factors around why, where and how companies internationalize their brand
identity. In Figure 2.6 below, the key factors are visualized.

WHY? WHERE? HOW?
Specific advantages Degree of control Entry modes (Root)
(Dunning) (Erramilli & Rao) Establishment chain
Interaction (Chetty & Transaction costs (Johansson &Wiedersheim-Paul)
Blankenburg Holm) (Erramilli & Rao)
Proactive/reactive factors Experiential knowledge
(Stewart and McAuley) (Johansson & Vahne)
Market situation (Rundh, Psychic distance
Young et al.) (Johansson & Vahne)

Figure 2.6 The internationalization process of companies
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2.3.3 Relationship between the research questions

Both research questions of this thesis focus on brand identity. The first one looks at how
companies create brand identity by the factors of being well-positioned in consumer’s mind,
communicating the values of the brand, delivering the performance of the brand and at last
leveraging the brand equity. The second research question looks at the ways companies can
take the brand identity which they have created to the international marketplace. This is done
by analyzing why, where and how companies internationalize. In Figure 2.7 how the two
research questions are related is illustrated.
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COMMUNICATION
>_ CREATION

v
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Figure 2.7 Research question relationship
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3 METHODOLOGY

This chapter will present the methodological framework used for collecting and analyzing the
data in order to solve the research problem and answer the research questions. The overall
methods available to obtain data will be presented and explained before selecting the
appropriate ones. The chapter starts with an explanation of the research purpose, the
research approach and the research strategy. Afterwards, the sample selection and the data
collection methods will be presented followed by a discussion around the validity and
reliability of the study.

A
REABILITY ~__

Research Research Research Sample llecti Analysis
purpose "épproach "strategy "éelection '}?n e(t:]tn "'of Data

Figure 3.1 Methodology outline

In Figure 3.1 the methodology applied in this thesis is schematically outlined displaying how
the aspects of reliability and validity are considered throughout this study.

3.1 Research purpose

Robson (2002) showed that three purposes of conducting research can generally be
distinguished:

= Explorative: Is characterized as ‘looking around’; it is about finding out what is
happening, seeking new insights, asking questions or bringing some
phenomenon into new light.

= Descriptive: Concerns depicting accurate profiles of people, events or situations.

= Explanative. Aims at gaining an explanation of a situation or problem, usually
in the form of causal relationships.
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As this study has been focused on looking at the creation of brand identity and international
branding from the perspective of small financial resources, the research conducted has been of
explorative nature. This is because research around this topic has not been done before and it
has shed new light over the situation. The overall purpose of the research has been to gain a
deeper and clearer understanding of how companies create brand identity as well as manage
the launch of the brand internationally with small financial resources. Saunders, Lewis and
Thornhill (2007) stated that explorative research is useful when the aim is to clarify one’s
understandings of a specific problem. This part of the research that was conducted can be
characterized as a pre-study where various areas around branding both nationally and
internationally are explored.

This research has also been of descriptive nature, as it studied ‘how’ companies do. A
description of how companies have managed to create a strong brand identity and launch their
brand internationally is going to be viewed. As these companies have already launched their
brand, they have been able to give detailed information on how they have performed it and
also to describe the problems that they have encountered during the process. Moreover, how
previous research has described brand identity and international brand launching has been
viewed in order to provide the study with the theoretical framework through which the cases
have been studied.

As the relationship between companies’ choices of brand strategies and their lack of financial
resources has been analyzed, the research has further been of explanatory nature. The authors
of this thesis sought to find and clarify the relationship between branding and
internationalization for companies with small financial resources.

In conclusion, this study has been of explorative, descriptive and explanative nature.
According to Robson (2002), a research can have several purposes but often only one purpose
is predominant. In this study the predominant research purpose has been of explorative nature.
This is due to the fact that the overall purpose of this study is to explore the use of branding
strategies by new companies with small financial resources both nationally and
internationally.

3.2 Research approach: Deductive and Qualitative

According to Saunders et al. (2007), there are two overall approaches to conducting research:
induction and deduction. If data is first collected and a theory is later developed as a result to
the data analysis, an inductive approach is applied. If the researcher starts with developing a
theory and hypothesis and later designs a research strategy to test the hypothesis, a deductive
approach is applied (ibid). In this study, existing theories have created the framework through
which the collected data were analyzed; therefore, a deductive approach was applied to the
study. Analyzing previous research on the thesis topic provided a better understanding of the
creation of brand identity and how companies manage an international launch; this has
resulted in a better empirical research.

After selecting the overall approach of the research, the approach to the collected data
remained to be selected. According to Bryman and Bell (2005), the research could be either
of qualitative or quantitative nature. In a qualitative research, the emphasis lies often on words
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rather than numbers and is likely to be inductive and interpreting. Denscombe (2000) stated
that a qualitative approach is favourable when the study concerns human activities and
behavioural patterns and when small scale research is concerned.

As qualitative data emphasizes on words rather than numbers and is favourable when dealing
with human activities and small scale research, this study consist of first and foremost
qualitative data. The conclusions in this thesis were drawn from the information gathered
during the interviews which is non-quantifiable data as it is full of values, beliefs and
perceptions.

3.3 Research strategy: Multiple Case Studies

According to Yin (2003), research strategies include experiments, histories, surveys, archival
analysis and case studies. As this study focused on analyzing companies’ branding strategies
in a deeper and more thorough way, a case study was the best suited strategy. Case studies can
further be separated into single or multiple case studies. Multiple case studies are often
considered to have more convincing findings but they are more time consuming compared to
single case studies. The benefit of choosing a multiple case design over a single one is
according to Yin (2003) an increased possibility of delivering a good case study.

Because this study aimed at determining to what extent the findings in one case are related to
the findings in the other, a multiple case study was conducted. This because according to
Saunders et al. (2007), when using a multiple case study it is possible to establish whether the
findings from one case occur in another case. Further, a case study approach has been applied
to this thesis because case studies are beneficial when answering how or why questions (Yin,
2003). It is possible to use a number of data collection techniques such as interviews,
observation, documentary analysis and questionnaires with the case study approach (Saunders
et al. 2007). In section 3.4 the applied method for collecting data will be presented.

3.4 Sample selection

According to Miles and Huberman (1994), researchers cannot study everybody, everywhere,
doing everything. Qualitative researchers usually work with a small sample of people, nested
in their context and studied in-depth. The samples need to be purposive rather than random
and often the sampling involves decisions not only about which people to observe or
interview but also about settings, events, and social processes.

When selecting which industry that was best suited for this study, an industry that was
interesting and fun to look at was not enough. The industry also had to be one where brand
was used as a central tool to create competitive advantage in order for the research questions
to be answered in the best way possible. According to Tungate (2005) the fashion business is
an industry where the brand is a key factor in order to create competitive advantage.
Therefore the industry that was best suited for this study was the fashion industry. It is an
industry that is constantly creating a need where in reality there is none; it is about creating
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yearning (Tungate, 2005). Consequently, the products in themselves ‘come and go’ but the
brand name remains and therefore it is that brand name that customers think of when making
their purchasing decisions. This can be confirmed by an example; when putting two
completely identical products together, adding a strong brand name to one will instantly
increase the value of the product (Keller, 2003). Due to the high value of the *brand’ in the
fashion industry, a case study on companies within that industry was therefore of high
interest.

After choosing the appropriate industry, the companies most suitable to study remained to be
selected. The companies that the authors of this thesis found as best suited to answer the
research questions had to be new and have succeeded to launch their brand internationally
with small resources. Further, the authors wanted the companies to be Swedish owned due to
the fact that recently, the Swedish fashion industry has blossomed and has been a hot topic of
discussion in various media worldwide. The two chosen companies were Odd Molly and
Merde!. These companies were chosen because of the small financial resources that they used
when they created their brand identity and launched their brand international. These
companies are discussed further in the data presentation chapter.

Selecting the proper industry and companies to conduct this study was not enough; also the
people that were going to be interviewed had to be carefully selected. This selection was done
when an e-mail was sent to the informational centres of the companies prior to the interviews.
The e-mail notified the companies that the interviewees needed to hold a good level of
information concerning the companies’ branding strategies both nationally and
internationally. Our e-mail was forwarded so that the most qualified persons for this study,
within the two companies, were contacted.

3.5 Data collection method: Interviews and documentations

According to Yin (2003), the collection of data for case studies can be done through six
commonly used sources of evidence: documentations, archival records, interviews, direct
observations, participant observations and physical artefacts. The data used in this study has
been collected through interviews and documentations from Odd Molly and Merde!.

Yin (2003) showed that interviews are one of the most important sources of collecting data for
case studies. Further, Yin identified three types of interviews such as open-ended, focused and
survey. In an open-ended interview, the respondent has more freedom in how to answer the
questions; such questions could for example concern the respondent’s opinion on a certain
matter. The focused interview is similar to the open-ended one except for the fact that the time
period in which the interview is conducted is short and limited. The survey interview on the
other hand, requires a more structured questionnaire.

Focused interviews with open-ended questions appeared to be best suited for this study as the
interviews had to be conducted under a limited period of time; approximately 30 minutes.
Such focused interviews enabled the conversations to flow freely at the same time as a set of
questions were followed so that the time limit would not be transcended. The interview
questions were sent to the interviewee in advance so that any uncertainties regarding the
questions could be cleared out before the interview took place. As the interviewed companies
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are located in another region in Sweden, the two interviews were conducted via the telephone
and recorded. The interview with Odd Molly was conducted on the 28" of April at 2PM and
the interview with Merde! was conducted on the 8" of May at 10AM. The interview guide
that was used during both interviews can be found in APPENDIX A, an English version of the
guide is enclosed in APPENDIX B. However, because phone interviews were chosen over
face to face interviews it weakened the data collection. This is further going to be discussed
under section 3.7 Quality standards, p.30 .

Yin (2003) showed that interviews should further be supported by information gathered from
other sources. He also stated that documents are likely to be relevant to every case study topic
and are useful even though they are not always accurate and may be biased. When collecting
data, the two companies’ WebPages and annual reports were used as documentations to
gather information from and they complemented the interviews.

In order to form the conceptual framework of this study, literature and theories were gathered.
The information for that was gathered through EBSCO, Emerald Insight and Google Scholar.
To find articles and journals suitable for this study the different combinations of the following
search words were applied; Brand, Identity, Value, Launch, International, Fashion, Extension,
Global, Internationalization, Entry mode. From the articles that were found through the
search, we encountered more information from the articles’ list of references.

3.6 Analysis of Data

The overall strategy applied in this study to analyze data has been relying on theoretical
propositions such as previous studies around brand identity and international brand launching.
The findings in the empirical research have been analyzed using the conceptual framework
developed by combining the previous research conducted by Ghodeswar (2008) and
Whitelock (2002).

Miles and Huberman (1994) stated that the processing of qualitative data consists of three
parts:
= Data reduction: concerns arranging and focusing the collected data so that
relevant conclusions can be drawn from them.
= Data display: helps the researcher to understand what is happening and enables
him to move further, based on that understanding.
= Conclusion drawing and verification: starts already at the beginning of the
data collection process and the conclusions drawn are verified as the research
proceeds.

The above recommendations of Miles and Huberman (1994) on data analysis have been taken
into account when collecting and analyzing the necessary data. From the start of the data
collection process, conclusions have been drawn and even though these conclusions at first
were vague and unclear, in the end they became more clear and grounded leading to the final
conclusions of the thesis. Miles and Huberman (1994) further showed that the conclusions
drawn have to be constantly tested for their plausibility, durability and conformability. This
was followed in order to constantly verify that the conclusions drawn from the collected data
was valid. The concept of validity is further explained under the section ‘Quality standards’.
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Further, two ways of analyzing data for case studies can be viewed: within-case studies and
cross-case studies (Yin, 2003). Within-case studies consist of comparing the collected data
with relevant theories and cross case studies consist of comparing the data collected with
several case studies. Both a within-case and a cross-case study have been performed in this
thesis. The within-case study was chosen because comparing the data collected from the case
study to the relevant theories provided a better understanding of how companies do in reality
compared with how they do in theory. After comparing the reality to theories, the two case
studies have been compared to one another in order to see to what extent they differ and also
to see to what extent and how the findings can be generalized to further companies.

3.7 Quality standards

According to Yin (2003), a research is supposed to represent a logical set of statement and
therefore the quality of the research can be judge according to certain logical assets. However,
in this, as in any research, there is always some level of subjectivity in interpreting the
collected data. Therefore it cannot be guaranteed that another researcher would come to the
exactly same conclusions as is done in this thesis. Yin (2003) advocate that there are four
commonly used methods to establish the quality of the research.

= Construct validity: Constructing operational measures that are valid
considering what topic that is being studied.

= Internal validity: Only applied for explanatory or causal studies) when a causal
relationship is established.

= External validity: Establishing the domain in which the results from the
research may be generalized.

= Reliability: Demonstrating the possibility of repeating the study and gaining the
same results.

Validity is concerned with the suitability of the indicators (Bryman & Bell, 2005). As only
two companies were reviewed in this study, the possibility of generalizing the findings has
been affected. Nonetheless, these two companies are good examples of companies within the
fashion industry that have built a brand identity and succeeded an international launch using
small financial resources. Therefore, the authors of this thesis presume that the way they have
managed their launch will be applicable to other companies within the Swedish fashion
industry. Other documents were used in complement to the interviews such as newspaper
articles and other articles concerning the two companies, information from the companies’
WebPages and also information from previous thesis conducted around the companies. The
information gathered from the interviews were analyzed through the conceptual framework.
Before conducting the interviews, an e-mail was sent to the companies and the person within
the company that was most suitable to participate in the study was contacted. A possible
threat to this study could be subjects not responding accurately if they believe the results will
be unfavourable to them or that if the study occurs close in time to a negative event
concerning the area of research. This has been taken into consideration and also the time for
the interviews was carefully chosen.
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In order to ensure that all the information gathered were correct, a summary of the interview
was sent to the respondent after the interview. However, a threat to the validity of the study is
that only one person within the company was interviewed as well as the fact that the interview
was conducted in Swedish. Reliability is concerned with the consistency and stability of the
measures used in a study (Bryman & Bell, 2005). It was to avoid observer bias, for instance
that the responses of the interviewees were interpreted differently that the structured interview
schedule was constructed. In order to facilitate the reproduction of this study, the interview
schedule is found in APPENDIX A and B. According to Robson (2002) in order to avoid the
effect of subject or participant error the interviews with the companies must be conducted at a
neutral time.

The conducted interviews were recorded so that data could not be forgotten or missed. This
also presented the opportunity of asking for external interpretations of the answers in order to
decrease the observer bias. The interviews were conducted in Swedish which is mother
tongue for both the interviewer and the respondents, after the interview the results were
translated from Swedish to English. The English summary of the interview were sent to the
respondents to avoid language misinterpretations. All the procedures of this study are
described as thorough as possible in the methodological section of the thesis. Further, the
collected data was organized so that they are available for any other who wish to conduct a
research in the same area.
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4 SWEDISH FASHION INDUSTRY

This chapter will present the data gathered from interviews with Odd Molly and Merde!. First
the data collected regarding the first case is presented followed by the second case. Each case
starts with a brief background regarding the company and is concluded by a short summary
that brings out the data which is most essential to this thesis.

The empirical data in this thesis regarding Odd Molly come from an interview with Per
Holknekt who is Brand Director and co-founder of the company together with Karin Jimfelt-
Ghatan. The empirical data collected from Merde! also come from an interview performed. At
Merde!, Markus Larsson was interviewed, he is the co-founder of the company together with
David Lindgren. Additional information has been gathered from annual reports and web
pages, but at those sections it is brought to attention that the information does not come from
the interview. Furthermore, the interviews were conducted in Swedish and therefore all the
findings and quotes have been translated by the authors of this thesis.

4.1 Odd Molly

Odd Molly is a Swedish fashion brand which was founded by Per Holknekt and Karin Jimfelt-
Ghatén in 2002. Today Odd Molly is present in 38 countries worldwide and it is possible to
purchase their clothes with more than 1600 retailer. Per Holknekt is Brand Director
meanwhile Karin Jimfelt-Ghatan is Head of Design and is the one with the main
responsibility for the collections. The past years the company has grown and today the
company has 26 employees (Oddmolly). During 2007 Odd Molly showed a turnover of
approximately 130 million SEK compared to 54 million SEK the previous year (Odd Molly,
Annual report 2007).

Odd Molly is a brand which aims at delivering qualitative values. Odd Molly has three soft
core values which pervade their activities and which the company uses as a competitive
advantage. Those values are; Love, Courage and Integrity.  According to Odd Molly’s
Annual report 2007 the company prefers to not identify their target audience in more detail
than that they are addressing ‘cool women’ all over the world. If a certain age group would
have to be defined they would place the age span between 25 to 50 year old women (ibid).

In some organizations the employees leave their values and beliefs as a person by the door
when they enter the workplace, at Odd Molly the employees and directors try to be
themselves all the way. Per Holknekt says; ““The values which | as an individual have should
be implemented into my official role within the company. This way Odd Molly always
represents truth and honesty; the employees simply try to be themselves all the time.” This
has not changed since Odd Molly was founded back in 2002. The company has grown but
both Per Holknekt and Karin Jimfelt-Ghatan still live close to that thought. It is not even a
thought as Per Holknekt points out; it is just the way it is. This is not a strategic plan or
organizational tactics; this is simply a choice which the founders did regarding what kind of
company they wanted to build. Odd Molly is described on the company’s webpage as:
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” Odd Molly is a brand with a mind, a heart and a conscience. Odd Molly
is also a loving brand with high ambitions, still a brand that will never
take itself very seriously. The Odd Molly mind loves to submit to its
appetite for more, always being damn fabulous meanwhile”. (Oddmolly)

A customer recognizes that a garment is produced by Odd Molly from the ocular symbols
such as the rectangular canvas label on the outside of each piece of clothing produced by Odd
Molly. Odd Molly also places small written messages on the inside of the clothes. Those
messages are also placed in the in-store brochures which Odd Molly provides their retailers
with. The message is never a completed sentence; it always ends with a comma. It is through
such messages that that Per Holknekt likes to communicate with Odd Molly’s end customers.
Odd Molly also works with an organic scent which makes it possible for the devoted Odd
Molly fan to close her eyes and find the garment in a store based on fragrance only.

An Odd Molly garment looks the same throughout the world whether you find it in Japan or
Sweden but the way that the Odd Molly message is communicated is adapted with
consideration to local market conditions. The Odd Molly message circles around women as a
phenomena and focus on the uniqueness of women and it is therefore essential to adapt the
communicated message to the local customs and believes. For example in Saudi Arabia where
the female role in society differs from that in Sweden the message is adapted to not clash with
the local belief system.

According to Per Holknekt, Odd Molly is active in the upper-middle class business segment of the
fashion market; the company aims at never using pricing as a competitive factor. In relation to
other fashion brands, Odd Molly classifies itself as being on the good side of the fashion industry.
That is because the fashion industry traditionally is characterized as being a superficial, hard, cold
and competitive industry. This is something which Odd Molly deprecates by applying their soft
core values throughout the organization.

In the Odd Molly Annual report 2007, some of Odd Molly’s competitors are named as Filippa
K, Acne, Whyred and Hunky Dory. However, Per Holknekt views the competition that Odd
Molly is facing from a different perspective. Because Odd Molly has, according to Per
Holknekt, a unique and special position on the market the company’s foremost competitor is
therefore its ability to believe in itself and to not set boundaries for the creativity, independent
of that Odd Molly as a company is growing. Per further continues, in the beginning when a
company is small the people behind it will do anything to deliver their own dreams and
thoughts. But as the company grows, expectations come from other stakeholders. Odd Molly
is today noted on the stock market, and with that comes expectations from the stockholders as
well as the need to satisfy the demand from the 1600 retailers. Approximately half a million
women have expectations and Odd Molly needs to meet those in order to guard their position
on the market. So the fiercest competitor is, according to Per, the courage that Odd Molly
needs to have in order to stand by its original idea and not give after to fulfil the demand of
one specific stakeholder. He further speaks of the threat of substitutes which is depending on
where the typical Odd Molly consumer decides to spend her money. From that perspective,
one of the main competitors could be nightlife and the amount of money that the consumer
decides to spend on going clubbing in relation to clothes.

When Odd Molly was launched as a brand, the company was working with extremely limited
resources. Therefore it used direct marketing or direct communication as Per Holknekt
preferred to call it. Per Holknekt and Karin Jimfelt-Ghatan used symbols, pictures and words

International Brand Management: Building brands and going international with small financial resources
| 33



SWEDISH FASHION INDUSTRY

to incorporate the Odd Molly message but they never used complete sentences. The Odd
Molly strategy aims at letting the end customer decide the meaning of the message and
thereby create awareness in the mind of the customer. The choice to apply direct marketing
was connected to the company’s financial resources; the marketing budget for Odd Molly’s
launch was 8000 SEK. By aiming their marketing at 64 selected stores they could get the most
out of the available resources which with their budget meant buying stamps, paper and a few
pens and a pair of scissors.

There is an overall theme with Odd Molly’s marketing which circulates their core values;
love, courage and integrity. The theme is constantly present even though Odd Molly changes
the symbol and tagline that follows the collections twice a year. The symbol originates from a
thought of how the consumer in the end will feel when she is wearing a piece of Odd Molly
clothing. Examples of themes from previous collections’ are “Living tenfold”, “You are
perfect because you are not” and “Vive La Difference” (Oddmolly). For the Spring collection
2008 the logotype manifested the core values of Odd Molly; ‘Amore’ represents the love,
‘Spare’ represent the courage to be yourself and ‘Integritas’ to stand up for who you are
(ibid). This logotype is shown in Figure 4.1

s

Figure 4.1 Odd Molly logo spring 2008
Source: Oddmolly.com

The themes are selected on a basis of current issues in the society which Odd Molly feel a
need to change or make a statement regarding. Per Holknekt does not see a danger in the
changing of symbols twice a year, because there is always a common thread as to how the
symbols are constructed which is transmitted from one collection to the next. They do not
want to draw the marketing to the extent where it is too thin or that ‘Molly’ gets a face. The
change of theme twice a year is made in order to create a living brand, which is always
evolving and thereby creating a long-term sustainable brand.

The purpose of Odd Molly’s marketing is according to Per Holknekt to “Guard what you got
meanwhile you create a curiosity for new customers to discover the brand”. For Odd Molly,
it is important that the brand delivers the after-purchase satisfaction for the customer in order
to guard the relationship; this is done by Odd Molly creating credibility for the brand. Per
Holknekt speaks of how honesty has been an important factor on the way of creating
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credibility for the brand together with the fact that they have always worked towards the
company’s core values. Per Holknekt further says that as long as they are working with those
core values, which incorporate the essence of Odd Molly, they can do anything.

Branding plays a monumental role within the fashion industry today, according to Per
Holknekt; it is almost the only thing that matters. The Swedish fashion companies which have
succeeded abroad are those which have been focusing on branding. Design will only get you
that far Per continues if you want to succeed internationally you have to focus on the brand as
well.

Within the fashion industry there is only one way to measure the success the brand has with
the customers which is through sales figures. The quantities of clothes that are sent to the
stores and later retailed at full price is a measure that is applied throughout the industry in
order to establish the success of the brand, this is applied by Odd Molly as well. Out of the
Odd Molly clothes that are sent to the retailers, approximately 85-90 per cent is sold at full
price; the average in the industry is around 60 per cent according to Per Holknekt.

The first products that Odd Molly launched abroad were different types of jersey garments
such as T-shirts and Sweatshirts. The main reasons behind that it became jersey was that it
was an easy production and the founders already had the connections with production
facilities and the start up production was connected to minimum costs.

In order to keep the product dynamic the product line has evolved since the first launch in
2002. If one were to compare one collection to the previous one, it might not be possible to
distinguish any difference. However, Per Holknekt stated, that if you for example compare the
fall 2004 collection to the collection of fall 2007 you can clearly see how the product line has
evolved. Due to that the company has grown financially as well as in order-volumes, it has
given them the opportunity to expand the product line horizontally and today they also
produce skirts, dresses, pants, socks and so on. According to a recent press release Odd Molly
will extend the brand and start manufacturing sunglasses and spectacles that will be available
in store from the spring of 2010 (Oddmolly).

Odd Molly entered the international market because the Swedish market was too small, they
needed to increase their production volume to be able to make the clothes they wanted and
thereby keep the creative freedom within the designs. They did not really have a plan to enter
the international market; it just happened. During the fall of 2002 Per Holknekt and Karin
Jimfelt-Ghatan had achieved a good connection with stores on the Swedish market, and they
did everything. They handmade the direct marketing cards, they packaged the orders,
delivered goods to retailers as well as doing the accounting and designing the clothes, they
basically did everything. In order to become more effective and efficient the next season they
decided to go to a trade fair and let the retailers come to them instead of the other way around.
The closest trade fair was in Copenhagen so even though they went there to meet Swedish
retailers they instead managed to create the largest buzz among the international retailers.

The fall 2008 Odd Molly’s clothes will be sold in 38 countries worldwide (Oddmolly). The
two first countries in which Odd Molly begun to sell their clothes were Norway and Belgium,
almost right after that the clothes were sold in Germany as well. Odd Molly has never chosen
a country to enter. The countries have chosen them Per Holknekt stated. Odd Molly’s
international strategy is built up around attraction rather than a push strategy. Odd Molly did
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not have any previous experience of the countries which they entered, however each time an
agent said they wanted to sell Odd Molly clothes, he had to be evaluated. The selection
process of who is allowed to sell Odd Molly’s clothes is fully based on emotion and “gut feel’
and there are not any written specific criteria’s that an agent need to fulfil.

In Norway and Belgium Odd Molly’s garments was sold through agents, which is the way
Odd Molly’s clothes are sold in most markets. The first distributor was in Japan. Today there
are distributors working in four different markets; Japan, Russia, New Zeeland and Australia.
The reason for choosing distributors over agents in those markets is the limited knowledge
and access of economic information in those markets. With retailers in Portugal Odd Molly
has the ability to do a credit check on them before sending the ordered goods. With stores in
Japan they do not have that opportunity. So by using distributors in those markets the risk is
transferred to their local partner who knows their own domestic market better than Odd Molly
does. The entry modes through which Odd Molly has entered the international market have
not been affected by other companies within the industry; they have done their own
evaluation of the situation.

Odd Molly’s first production units were based in Hong Kong and Portugal because there the
founders had connections since previously. The manufacturing have relocated since Odd
Molly started up, but the reason for changing manufacturers has not been connected to
demographic or logistic reasons but rather tied to the production itself and the designers
demands on the production unit in order to deliver the Odd Molly quality to the customers.
The manufacturers are not singled out on a price basis only, it is important that they deliver
the expected quality and that the production is handled with a conscious.

Odd Molly has chosen to never label themselves as a Swedish fashion company and has
therefore not experienced limitations with internationalization as such. For them the market
has not necessarily been divided into a domestic and international one, they have from the
start aimed at making Odd Molly a global label. Odd Molly aim at showing what women
across the globe have in common rather than what is separating them. The core values of
Love, Courage and Integrity is something that women all over the world share. Per Holknekt
speak of how Odd Molly now is at a stage where all levels of the company are in harmony,
they are exactly where they want to be. With that said it does not mean that Odd Molly does
not want to grow, but they want to grow right. They have turned down many major retailing
chains which wanted to sell their products, which would have created growth but not harmony
in the brand, products and company. Therefore, Per advocates organic growth for Odd Molly
as a brand.

When they entered the business they had little, close to none, experience of the way of
internationalization a fashion company so they had to learn it all from the beginning. Per
Holknekt thinks that if they would have had more money when they were to enter the
international market they would not have done it in the same way. It would have become
more scientific and less personal, because if large investors would have entered the company
at an early stage, large results would have been expected and that in turn would have
obstructed the creativity. Per continues, expectations on profit probably would have made the
production being run by numbers instead of now when quality is the leading star and the
creativity process is in focus. Today Per Holknekt can say that he is happy that they did not
have that much money when they started up, even though it at the time was really tough. Per
believe that if they would have had access to more money in the beginning, the creativity
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process would have suffered because usually if there is a good budget the company is likely to
go for the most comfortable solution, which rarely tends to be the best one.

4.2 Merde!

Merde! is a Swedish fashion company which was founded in 2003 by Markus Larsson and
David Lindgren. Markus Larsson deals with the designing of the clothes whereas David
Lindgren foremost deals with managing customer contacts. Today, the company employs
three full-time personnel as well as an economy executive who works approximately 30
percent for the company. Merde! also has one agent in Sweden who sells the company’s
clothes to several retailers around the country with whom Merde! has a strong interaction
level. Today Merde! is present in 9 countries world and their cloths are also available through
their on-line web shop. During 2007 Merde! showed a turnover of 3.3 million SEK compared
to 1.3 million SEK the year before (Merde Angrywear, Annual report, 2007).

The company is registered under the name Merde Angrywear, however only the name Merde!
is used nowadays. Before coming up with that name, the two founders had several
suggestions and at a point they listened to a song by The Plan ‘Mon amour’” where at the end
of that song, the group yell “Oh, Merde!!”’. The founders did not have any plan over what
name to use nor what type of name to use, they just heard it in that song and decided to go
with it without any second thought.

When Merde! was launched, the founders did not perform many marketing and advertising
activities to create brand awareness. They only started with a few imprints on their products.
As both founders were musicians, and the first T-shirts that they manufactured had famous
music icons imprinted on them. When the brand was still new a girl appeared on TV in a
reality show wearing a T-shirt with a print by Merde! People started to phone the company
subsequently to that, asking about the t-shirt. Other than doing imprints on their products,
which encouraged word-of-mouth, Merde! did not use any other advertising methods.

When they started up, Markus Larsson and David Lindgren decided to directly put their
products in various stores throughout Sweden. They then did a market research in Stockholm
where they selected appropriate stores that could potentially sell their products. They were
accepted in three stores and begun selling their products. The best retailer was Weekday
which, at the time, was only a small store with a few cool brands.

If the company would have had more resources when initiating its activities, Markus Larsson
does not know what they would have done differently. A company needs, according to
Markus Larsson, to have a particular look before starting to promote the brand. Therefore, if
Merde! would have had more financial resources, it would not have made a difference for the
actual launch of the brand itself. According to Markus Larsson the end customer wants to find
out about Merde! by herself but the regular consumer finds out through the shops that Merde!
is present at. Markus continue; “We do not want to promote Merde! heavily, but of course
increasing the brand awareness is something we are striving for. You can not have a business
that relies solely on a few people to find the brand through the back door on the back street.”
Of course, by promoting the brand heavily, one can earn a lot of money, but it is not where
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Merde! wants to position itself. Markus Larsson advocate an organic growth, the company
must be allowed to grow in its own pace.

According to Markus Larsson, it is production costs that more or less determine the prices of
products, however, Merde!’s prices are also adjusted to the present competitors on the market.
Some of Merde!’s competitors within the same pricing segment are Velour, Won Hundred
and NUmph. Merde! has chosen a middle-class where its prices are not expensive but not
cheap either. The company aims at differentiating themselves by constantly focusing on
music. Merde!’s core values are the following: stylish, clear, and sustainable. According to
Markus Larsson, they did not follow any guidelines or leading thoughts on how their
collections should look like; they just did what they felt like for the moment and followed
what was trendy at that time. Nowadays, Merde! puts more thoughts and efforts in its
collections and ensures that the core values are put forward in all the collections. Markus
Larsson stated ““Fashion has changed considerably since we first started and so have we. As
we get older and become more confident we have also focused more on creating our own style
regardless of trends™.

However, according to Markus Larsson, the company’s core values have not changed since
they started. They already then knew what they were doing and where they were going, only
the way that they are going to get there has changed. Merde!’s core values are based around
the theme of the art of music. “Music is everywhere around the company and all its activities,
all the materials, all the clothing, all the name of the clothing, all the logos; basically
everything.”” Markus Larsson stated that the theme that they use will not change over time,
they would for example never use movie tittles as a collection theme as everything with
Merde! is about music.

If Merde! was a person, it would be someone who is either music interested, interested in arts
or is drawn to any of these areas. Merde!’s clothing collections are addressed to both men and
women, they see themselves as a unisex brand. The target market is considered to be young
adults but this is also affected by where they are living. For instance, in some areas Merde!’s
clothes are present at the only store in the area whereas in other areas, the brand is one among
many others and the level of competition is high. This affects which types of customer that
purchases Merde!’s products. However, the company aims at targeting customers who are to
some extent interested in music or have some other interest in the culture of arts. Further
Merde!’s end customers enjoy mixing the new with the old, and Merde!’s garments is often
mixed with second hand items.

Merde! represents Youth, Arts and Music and their core values are built around these. In
recent collections, Merde! has strived to be more oriented towards being stylish and well-
dressed. The reason to why the founders have chosen this more stylish path is because they
did not want to only make jersey products and felt ready to grow as a brand. The jersey
products consist of only a small part of their collections today but are something that they
never completely will let go of.

Further, Merde!’s products do not have anything on the outside that would directly connect
the products to brand name. However, Merde! work a lot on the inside of its products. The
logo of the brand name is always found on the inside of for example Merde!’s clothing
collections. Together with the logos, Merde! always try to write or draw something funny for
each season, which is placed on the inside of the garments. Prints with the text “C’est de la

International Brand Management: Building brands and going international with small financial resources
| 38



SWEDISH FASHION INDUSTRY

Merde’ is one example of such funny lines, a T-shirt with the print is shown in Figure 4.2. A
theme that has been present in the company’s recent collections has been song lyrics and in
their latest collection, the ending of the song lyrics has been different depending on the size of
the clothing. For instance, they used lyrics from Tom Waits and Bob Dylan songs to represent
the sizing of their garments. For the size extra large, Merde! used Bob Dylan’s lyric ‘Rolling
like a rolling stone’. An example of Merde!’s logos and promotional material can be viewed
in Figure 4.2.

Figure 4.2 Merde! products and promotional material
Source: Markus Larsson, Merde!

In general, in the fashion industry, the brand is of extreme importance. According to Markus
Larsson everything has to do with the brand and the values it conveys. As long as a company
is not competing on the price alone, it does not matter how beautiful and stylish the product is,
as it is the brand that determines its value. Markus further stated, it is interesting to see how
brands that have been on the market for a long time are more enduring and dare to keep hold
of their profile.

In the end, the only way that Merde! can measure the success that its brand has with the
customers is through sales figures. Merde! sometimes received tips from people who mailed
them, if they have seen the brand somewhere or someone have talked about it. The more there
is of this, the more Merde! gains in popularity, because the best way to reach the Merde! end
customer is through recommendations from friends which is something the customer value
more than traditional magazine advertisements.

David Lindgren and Markus Larsson knew people in the fashion industry who had been on
the market for a while and whose businesses have grown to become stores. Before initiating
in international activities, they received advices from those people on where the best places to
go to were. There were no trade fair for fashion in Sweden, the closest trade fair was in
Copenhagen. They were also recommended to go to the ‘Bread and Butter’ trade fairs in
Berlin and Barcelona. They decided to give the trade fair a go and booked a place in Berlin,
not because they had to, but just because of curiosity. This was in year 2004. Before going
international, Merde! had not yet a solid base on the domestic market but was present in a few
shops.
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When Merde! started up the founders gathered the money that they had, which came to
approximately 20 000-25 000 SEK. With that money, they went to the ‘Bread and Butter’
trade-fair in Berlin. The cost to participate was approximately 10 000-15 000 SEK. On top of
that, they also had to buy plane tickets, hotels and so on, but this is how Merde! got their first
international contact. The first products launched on the international market were T-shirts
and Sweat-shirts in jersey fabric imprinted with faces and other symbols and words. They
chose to sell items in jersey fabric because these were easy to produce, easy to wear and easy
to sell. Also, they knew that these items have worked well for others previously which limited
their risk level.

The two first countries that Merde! entered were Germany and England. Under the trade fair
in Berlin they also established a connection to a few stores from for example Greenland.
However, these customers only purchased one collection and Merde! does therefore not have
a relationship with them today. Germany and England is still present and Merde!’s clothes are
sold on two shops in England and one in Germany. Merde! did not choose these countries; it
was and still is the stores that come to them. Today, Merde!’s products are sold in
approximately nine countries. In the beginning they adopted the strategy of looking for
customers but now they have realized that it is better if the customers come to them rather
than the contrary.

In the beginning, Merde! worked foremost with distributors. Distributors involve a lower risk
than agents based on the fact that distributors not only purchase the products but also the risk
of not getting the garments sold. Agents only borrow the items from the company, and receive
a provision for each amount of sold items. Further, creating an agent relationship in all the
countries is hard as it requires substantial resources. Merde! took the decision to allocate their
clothes through distributors without having analyzed how others in the industry had done
before them. Along the way, they have met several other competitors that also have given
them advice along the way based on their prior experience in the industry.

Merde!’s collections are not adapted to each foreign market which they have learned the hard
way. For example, under a two year period, one of their German distributors wanted to
somewhat design the products for them. They wanted Merde!’s products to be more adapted
to the German markets. This caused various problems for Merde! as they did not know how to
handle this. Hence, today the company does not adapt its products not its message to any
markets, either the distributors like their designs or they do not.

Merde! is constantly striving to get new customers to purchase their products, without
forgetting the loyal customers, as they are the ones purchasing their products from season to
season. The buyer seller relationship between Merde! and its retailers are guarded through
close interaction between the company and the shops. Markus Larsson and David Lindgren
personally make sure that Merde! delivers the after purchase satisfaction to its customers.
Merde! also supplies promotional material to its retailers such as leaflet. However, not all
stores receive this. Merde! make sure that its retailers remember them, it creates a stronger
relationship and a better connection, says Markus Larsson. He further continues, “One
reason to why we go to trade fairs each season is to nurture the relationship with our existing
customers”.

All of Merde!’s products were produced in Portugal in the beginning as Portugal was the
leading location for production for Europe which it had been for a long time. However,
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Portugal has become more and more expensive. Hence, today Merde! produces its products in
China in order to have a better control of the production costs. As the actual production costs
are lower in China, Merde! can take advantage of that now that their volumes have increased
which makes it profitable to produce in China despite higher distribution costs. However,
because Merde! does not aim at competing with price it is more important that the
manufacturer deliver the desired quality and product than a low price. Merde! tries to avoid
keeping stock if possible. In order to minimize stocks or simply avoid stock, Merde!’s
collections are ordered half a year before they are produced. However, sometimes they are
forced to keep a little stock due to minimum production quantities.

If Merde! would have had more financial resources in the beginning of their
internationalization process, they know that they would have performed differently; however,
it is hard to say ‘how’. Merde! started out as a hobby project for David Lindgren and Markus
Larsson. Markus Larsson stated that maybe the way they organized their activities would have
been different if they have more money and knowledge of the industry.

4.3 Summary of data gathered

In this section a brief summary of the key factors from each case will be presented. The
highlighted areas will be in connection to the research questions and the thesis topic.

4.3.1 Odd Molly summary

= Soft qualitative values; Love, Courage and Integrity.

= Addressing ‘cool” women worldwide with their “‘oddness’.

= Launch a new collection each season.

= Active in 38 countries.

= Communicate the image through uncompleted statements such as “You are perfect
because you are not” with a new logo twice a year.

= Active in upper-middle class price segment.

= Product focus is on quality rather than price.

= Marketing focus is on the brand.

= Advertise the brand through trade fairs, in store brochures, word-of-mouth, fashion
shows.

= Communicated brand message is adapted to the local markets.

= Product line has changed since they started; with skirts, pants, dresses and so on and
most with recently sunglasses and spectacles.

= Domestic market was small and saturated at the time of the internationalization.

= Internationalized by seizing a given opportunity.

= First products were sold by agents, today also by distributors.

4.3.2 Merde! summary

= |s associated with Youth, Arts and Music.
= Communicate a lifestyle towards their young target market.
= Launch a new collection each season.
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= Active in 9 countries.

= Communicate the brand message with funny lines such as “C’est de la Merde”.

= Active in the middle-class price segment.

= Promote the brand through trade fairs, leaflets, word-of-mouth.

= Each campaign is made on the foundation of music but the logo never changes.

= The communicated message is not adapted to the local markets.

= Product focus in the beginning was on cool trendy clothes.

= Marketing focus was at the product; today they have a brand focus.

= Product line has evolved to include more dressy clothes.

= Domestic market was small and saturated at the time of the internationalization.

= Took advices from other actors when they went international.

= Went international because they were curious of what the market had to offer after
advice from stakeholders.

= Sell their products abroad through personal selling or distributors.
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5 DATAANALYSIS

This chapter will present two within-case analysis of the data collected through interviews
with two Swedish fashion companies; Odd Molly and Merde!. After both within-case analysis
has been preformed the data from the within- case analysis will be compared to each other in
the form of a cross-case analysis.

5.1 Within- case analysis

In order to analyse the data collected during the interviews with Odd Molly and Merde!, a
comparison of the data will be made to the conceptual framework. The data gathered from
each company is discussed separately and also divided into research questions to simplify the
interpretation of the data.

5.1.1 Analysis of Odd Molly

Here the data gathered from the interview with Per Holknekt at Odd Molly will be analyzed
through the conceptual framework created in order to answer the research questions.

Brand Identity Creation

Aaker (1996) divided the concept of brand identity into a core and an extended identity. Odd
Molly’s core identity is manifested through their catchwords Love, Courage and Integrity.
Odd Molly’s extended identity consists of the softness and warmth yet the cool and brave
which they want to empower women with by wearing an Odd Molly garment. Another part of
their extended identity is the way that they communicate their message; always ending the
text on the inside of their products with a comma and thereby never completing the sentence.

Positioning the brand

Marsden (2002) stated that brand positioning is finding the right location in the mind of the
consumer with respect to the values that the brand which it owns or has associations with.
Odd Molly is in the upper-middle-class price segment and promotes their differentiation not
on price but on quality which is the part that Odd Molly actively aims on communicating to
their customers. Odd Molly does not have a clear age definition of their target market but say
that it is cool women worldwide in the age 25 to 50. Aaker (2008) pointed to that a defined
marketing strategy has to be adjusted to the local market. Odd Molly does not adjusts their
clothes but adjusts their message depending on local market conditions to not offend anyone
or communicate something that is interpreted in another way than what was intended. With
the target market come the competition which has to be defined, for Odd Molly the
competitors which are acting in the same price range are for example Filippa K, Acne and
Hunky Dory. Keller (2002) pointed to the importance of establishing the company’s PODs
and POPs. The brand associations which are strong, positive and unique, the PODs, for Odd
Molly are the ‘oddness’. Odd Molly represent not giving after for conventions, that it is
‘okay’ to not be like everyone else, to be ‘odd’. They promote the real cool women with
collections such as “You are perfect because you are not”. POPs is according to Keller
(2002) divided into competitive and category. When Per Holknekt speaks of how Odd
Molly’s foremost competitor is themselves he creates a competitive POP. By stating that Odd
Molly competes on a different level than the other brands in the same price range, which
otherwise are seen as competitors, Odd Molly places themselves on another level. Odd Molly
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does not compete on price but on quality and do therefore create a competitive POP by
claiming that fashion companies which compete on price cannot provide good quality. Odd
Molly create category POPs by producing four collections a year, having their clothes
appearing in fashion magazines and having a catwalk shows, all which categorizes them as a
fashion company.

Communicating the brand message

According to Czinkota and Ronkainen (2008) a company must convert its message into
symbolic language in order to communicate it to the target audience. Odd Molly changes their
symbol twice a year, to reflect the current collection, even though it changes there is a
constant theme following their ideas. The symbol show and increase the image which Odd
Molly is representing, they constantly communicate their message of that it is okay to be
different and that each woman is unique and special in her own way.

Odd Molly is focused on marketing the image rather than the actual product which is,
according to Seitz (1998), classic for fashion advertising. Odd Molly market their brand
through attending various trade fairs. Solomon (2007) pointed to the benefits of word-of-
mouth marketing, Odd Molly has created a buzz both nationally and internationally which has
benefited the creation of a stronger brand identity even though they have never purposely
promoted WOM. Witkowski et al. (2003) highlighted how cultural beliefs affect the
interpretation of the communicated message. Odd Molly is considering that and adapts their
communicated message to local value and belief systems. Odd Molly’s brand identity is
global, they have chosen to never promote themselves as a Swedish brand. However, parts of
Odd Molly’s brand identity are localized which agrees with the theory from Witkowski et al.
(2003) that the brand is interpreted differently due to local customs and beliefs.

Delivering brand performance

For Odd Molly the factors of recall and recognition (Aaker, 1996) play an essential role in
order to guard the customers they have and attract new ones by creating awareness. The
organic fragrance which the company is working with reminds the end customer of past
exposure to the brand and thereby creates a recognition factor. Odd Molly works on creating
recall for the brand by appearing at fashion shows and in magazines but also through their
constant work with quality. They want the customer to recall Odd Molly when a company that
promotes quality and soft core values is mentioned. With the brand value chain, Keller and
Lehmann (2003) pointed to how market share together with price premium and price elasticity
contribute to determining the mindset of the end customer regarding the product. Odd Molly
is acting on the global market; they are present in more than thirty countries. Within the
fashion industry it is difficult to determine the market share of a global brand, because a
brand’s market share varies from country to country. The average Odd Molly end customer is
not price sensitive which means that the price elasticity is low. That is because Odd Molly
aims at competing with quality and therefore delivers other benefits to their customers than
that of a low price. Odd Molly’s products also possess a high price premium which come
from that they are delivering the promised quality. However, the only way for Odd Molly to
actually measure the brands success in the market is through sales figures.

Leveraging the Brand Equity

According to Keller and Desai (2002) a line extension is occurring when a minor change is
applied to the host brand. Odd Molly started out with only manufacturing jersey clothes,
foremost tops and dresses. They have thereafter developed the production so it today also
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contains garments of other material than jersey and has also developed the product line to
include skirts, trousers, socks, scarves and so on. Odd Molly will further create a brand
extension when they launch their collection of spectacles and sunglasses in 2010. By doing,
that Odd Molly can create a positive effect from the marketing for their new product line on
their existing products.

Taking the Brand Identity International

Why?

Odd Molly went international more by coincidence than by following a careful developed
strategic plan. They went to the trade fair in Copenhagen in order to make their work more
efficient and ended up going home with new international customers. Stewart and McAuley
(1999) divided the reasons to why companies internationalize into proactive and reactive
factors. Odd Molly’s decision to internationalize can be seen as proactive because they took
advantage of the opportunity that foreign companies were interested in them; even though
they had not intended to do so from the start. However, because Per Holknekt pointed out that
they needed to increase their production volumes to sustain their creative freedom, and this
was not possible in Sweden due to the small domestic market, their decision can therefore be
seen as reactive. Due to the fact that Odd Molly’s decision was affected by the market
situation, their internationalization process supports the Business strategy theory (Rundh,
2001;Young et al.,1989).

When Odd Molly went international their decision was not directly influenced by their
interaction with other actors within the industry. However, as according to Chetty and
Blankenburg Holm’s (2000) theory, a combination of different environmental factors did
influence their decision. At the time of internationalization the domestic market was small.
Odd Molly knew that in order to create the sales volumes that were needed to sustain the
creative freedom, they needed to aim at the global market. Dunning (2000) referred to this as
an internationalization-specific advantage. However, Odd Molly would have never had the
ability to use that advantage if they did not possess the ownership-specific advantages. Their
owner specific advantage is their strong brand identity. In today’s global fashion market not
many companies work with the soft core values that Odd Molly do and that has become a
competitive advantage for them. Within the fashion industry the effect of location specific
advantages that Dunning (2000) speaks of is minor and is not something that affected Odd
Molly’s decision to internationalize. Odd Molly has always marketed the brand as a global
brand, a nomad which is local in each country that they act in.

Where?

Johansson and Vahne (1977) stated that a company’s choice of countries to enter depends on
its knowledge of the local market. This was not something that Odd Molly had taken into
consideration. Their entire internationalization process has been based on creating an
attraction with foreign agents and distributors which then approach Odd Molly and ask for
their permission to sell their products in their local market. Johansson and Vahne further
speak of the importance of experiential knowledge; Odd Molly did not have any prior
experience of the countries which they entered when they decided to internationalize and did
therefore not consider that factor. According to Erramilli and Rao (1993) a company will
chose which way to enter a market depending on the transaction cost. Odd Molly has
distributors on four markets due to the risk in those markets. In markets where they have a
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higher degree of control over their partners and the economic environment, they have lower
transactions cost and thereby apply agents in those markets. Erramilli and Rao (1993) further
stated that a company’s ability to practise control determine which market it will enter. This
was not something which Odd Molly considered as they were selected by their first agents
from Norway and Belgium and not vice versa. However, this is something which
subconsciously may have affected their decision to accept the offer from the agents about
initiating a relationship. Johansson and Vahne (1977) advocate the importance of psychic
distance, this was not something which Odd Molly considered even though they begun
internationalizing by entering markets which psychologically were close to their domestic
market.

How?

Johansson and Wiedersheim-Paul (1975) claimed that all companies begin their
internationalization process by exporting. Odd Molly became an international brand when
they were approached by their first two agents at the trade fair in Copenhagen and begun
developing relationships with them. They therefore skipped the first step of Johansson and
Wiedersheim-Paul’s establishment chain and begun with agents. By doing so they increased
the risk compared to if they would have begun with sporadic exports that the establishment
chain advocates.

Root (1994) proposed that there are three main categories of entry modes; Odd Molly is
applying the entry modes which he refers to as indirect exporting because they are engaged in
long term relationships with their agents and export therefore through middlemen. On the
other hand they are also involved in direct export activities because they sell their goods to
distributors in four of the markets where they are present. According to Root’s theory Odd
Molly is involved with a higher level of commitment, through agents, in the markets which
they have a higher degree of control and thereby experience a lower risk.

A summary of the factors affecting Odd Molly is presented in Table 5.1 on the next page.
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Table 5.1 Key factors affecting brand building and internationalization for Odd Molly

"You are perfect because you are not"
Brand attributes

Positioning of the brand Soft qualitative values

Brand associations Lowe, Courage, Integrity

Target Market Cool women world wide

POP New collection each season

POD Oddness

Communicating the brand message

Symbolic language New logo twice a year which
implements their core values

Trade fair Yes

Word of mouth Not intentionally

Adaptation to local value and beliefs |Yes; communication
Delivering the preformance

Brand value chain Low price elasticity

High price premium
Comfortable, quality clothes for
brave independent women
Brand awareness Recognition

Leveraging the brand equity

Line extention Dresses, skirts, "non-jersey-
garnments”
Brand extention Spectacles and sunglasses

Factors of Internationalization

Why

Specific advantages Strong brand identity

Interaction Low effect from other
stakeholders

Proactive/ reactive Proactive

Market situation Small, saturated domestic
market

Where

Degree of Control Low

Transaction costs Low

Experiential knowledge Non

Psychic distance Non

How

Entry modes Agents (Today also distributors)

Establishment chain Agents
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5.1.2 Analysis of Merde!

Here the data gathered from the interview with Markus Larsson at Merde! will be analyzed
through the conceptual framework in order to answer the research questions.

Brand Identity Creation

Everything Merde! does is made on the foundation of Youth, Arts and Music; this can be seen
as the core identity of Merde! as a brand. Most specifically the culture of music as music is
present around all of Merde!’s activities. The company’s extended identity consists of all the
other associations around the brand completing its core identity such as conveying style,
clarity and sustainability. In addition to theses core values, also the different song titles on the
inside of Merde!’s products portray the extended identity of the brand. The consistency of that
identity can be seen by how Merde! ever since they started the company has focused on the
theme of music.

Positioning the brand

According to Aaker (1996) it is only when a company has defined its target market that it can
make consistent decisions regarding the advertising message, media and price of its offerings.
Merde!’s target audience is men and women who are interested in music and arts. According
to Marsden (2002) brand positioning is about placing the brand in the mind of the consumer
through the values that it is either associated with or owns and Merde! does that through the
concept of music. Further, the target audience is young adults however Merde! is not too
selective when choosing who gets to sell its products, therefore sometimes the end customers
that are reached by Merde!’s clothing does not fall into the characteristics of the above
described target audience. Merde! positions itself in the middle-class price segment where
there competitive advantage is based on quality rather than price. Merde!’s competition
therefore foremost comes from other companies which also compete on quality; they are not
threatened by cheaper brands that are perceived to have a lower quality. Keller (2002) stated
that a company can identify its PODs and POPs when it knows who its target audience is as
well as the nature of competition. The main POD of Merde! is how they create a strong brand
association to music. The association to music is maintained by the constant music theme in
their collections by naming the sizes of the clothes with famous songs. As Keller (2002)
mentioned, the POPs can either be categorical or competitive. The main categorical POP of
Merde! is the change of its fashion collections each season. Merde!’s customers expect a new
collection to come in each season because it is that which characterizes a fashion company —
constantly coming up with new designs. The main competitive POP that Merde! has is the
quality of its offerings. For example compared with those competitors that compete on the
basis of price, Merde! portray a higher quality image to the customers because higher prices
are often a sign of higher quality, at least from a end customer’s perspective.

Communicating the brand message

Merde! converts its brand image into symbolic images by coming up with funny lines and
song titles combined to the brand’s logo. Examples of Merde!’s visualization can be seen in
Figure 4.2. By changing the song titles and mixing the old ones with new ones but never
changes the theme of music, the company maintains a constant position in the minds of the
end customer. Merde! uses an unconventional strategy, the company does not actively
advertise itself to the end customers; it is the customers that comes and find the company.
Merde! do however promote themselves to potential distributors and agents at the trade fairs
which they visit each year. Each year Merde! book a place to at least one ongoing trade fair
and there, they can show their products to potential buyers. Trade fairs are a cost-efficient
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way to meet potential clients, however it is also connected with high start up cost for each
trade fair (Czinkota & Ronkainen, 2008). Towards the end customer Merde! does not seek to
blow their brand in their faces as this is not consistent with the image they wish to convey.
This agrees with Seitz’s (1998) theory that focus on promoting an image is common in
fashion marketing. The only advertising that Merde! has with its end customers are leaflets
which the company sends to those stores that ask for it. In that way the end customers can
have a picture of the brand they are purchasing, knowing where it comes from. Those leaflets
create a story around the products.

Merde! wants their end customers to find the brand by themselves and an excellent way for
that to happen is through word-of-mouth. According to Solomon (2007), WOM has a higher
impact on the end customer than traditional marketing. Merde!’s customers often find the
brand by themselves, maybe by someone they know who has purchased the item before or by
encountering it somewhere else, such as at a television program or the internet. Keller (2002)
stated that a good base for WOM s the internet. Many of Merde!’s end customers discover
the brand through blogs or some other internet related tool. Merde! has a webpage where
there is some information about the brand and also its products. The customer can purchase
Merde! products in their online shop and a satisfied customer also promotes WOM according
to Solomon (2007). However, Merde! does not take full advantage of the opportunities there
is with WOM and that can be connected to that the major downside with WOM is the large
risk of negative attention. Merde! does not at all adapt the communicated message to local
value and belief systems and do therefore go against Witkowski et al.’s (2003) theory. By
doing this they increase the risk of having their message misinterpreted which in the end can
affect the sales figures.

Delivering the brand performance

Looking at the recall and recognition factors provided by Aaker (1996), Merde! relies on
creating a buzz around the brand to create awareness. The Merde! customer experiences
recognition of the brand’s products by its never changing theme of music in its collection. For
a small fashion company it is however hard to create the factor of recall as recall often
concerns strong market leading brands. How the customers perceive the brand is determined,
according to Keller and Lehmann (2003), by three factors: price premium, market share, and
price elasticity forming the brand value chain. Merde! is active in the middle class business
segment and has a medium price premium. End customers perceive Merde!’s products as
conveying a certain image, a lifestyle. The reason to why customers are willing to pay a
higher price is because when purchasing a Merde!’s product they can relate to the brand, and
the attributes which are associated with Merde! are desired by the customers. Looking at the
price elasticity, if Merde! would increase its prices, the amount of sold products would
decrease due to the fact that they are not renowned enough and people are not ready to pay a
higher price because they do not yet know if the brand will deliver on the promise. This
indicates a higher price elasticity. If Merde! would have sold its products at a lower price,
people’s confidence in the quality of the brand would have decreased. However, in the end,
when measuring the performance of the brand, Merde! can only look at its sales figures.

Leveraging the Brand Equity

One way to leverage the brand equity is by extending the product line (Keller & Desai, 2002)
also called line extension. When Merde! first started it only produced and sold jersey t-shirts
and jersey sweat-shirts. Today, the company has extended its product line significantly
including skirts, pants, coats, and so on. Also, today they produce their garments in other
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fabric as well and not only jersey. Today, jersey t-shirts and sweat-shirts is only a small part
of their collections today. Merde! has thereby leveraged their brand through line extension
and increased its value.

Taking the Brand Identity International

Why?

Stewart and McAuley (1999) stated that there are proactive and reactive factors affecting a
company’s decisions to internationalize. Merde!’s founders took the first step towards their
internationalization process without really thinking over what they were doing. They were just
curious about different international trade fairs. They asked around and people from other
international companies gave them ideas on how they should go abroad. Merde! thereby
followed Chetty and Blankenburg Holm’s (2000) approach because they obtained knowledge
from their interaction with other stakeholders’ and applied those to their decision to
internationalize. Their decision to internationalize was more proactive than reactive because
they took advantage of a given opportunity. As mentioned in the background, the Swedish
market is rather small; therefore if Merde! decided to only stay on the domestic market they
would have probably not reached the same sales volume as now. Thereby Merde!’s decision
to internationalize was also affected by this reactive factor; however this was not taken into
consideration when the company decided to internationalize. Although, because that affected
Merde! it confirms the factor from the Business strategy approach (Rundh, 2001;Young et
al.,1989) that the market situation at the time of internationalization affects a company’s
decisions. When Merde! went international the product related specific advantage (Dunning,
2000) that they had was that they were making ‘cool clothes’. Merde!’s clothes were up to
date, fashionable and trendy, attracting the young urban crowd. However, today Merde! focus
on creating a competitive advantage around the brand and the value it conveys rather than the
actual product like they did in the beginning.

Where?

Merde! was to some extent influenced by other actors in its network, on where to go to find
international customers. The two first countries that Merde! internationalized to were
Germany and England. Johansson and Vahne (1977) approached the concept of psychic
distance - that companies first approaches countries that are either culturally or
geographically close to them. Both England and Germany are situated in Europe and both
have similar cultural characteristics as Sweden. Today, apart from the two first mentioned
countries, Merde! is present in Norway, Denmark, Finland, Austria, Spain, and the USA. This
shows that Merde! has continued its internationalization based on the concept of psychic
distance, even though it did it subconsciously. As Johansson and Vahne (1977) further stated,
companies often choose countries that they have more knowledge of. However, Merde!
argued that they did not choose which countries to internationalize in; it was the stores in
those countries that chose them. That made the factor of experiential knowledge something
which Merde! did not consider. However, being involved in markets psychologically close to
the domestic one involves a higher degree of control than one further away. The further away
the countries are the higher is the transaction cost which is connected to the loss of control
according to Erramilli and Rao (1990). Merde! was not affected by this because they did not
initiate the relationship with their international contacts.
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How?

Johansson and Wiedersheim-Paul’s (1975) establishment chain proclaimed that companies
first use sporadic exporting in the beginning of their internationalization process, and
thereafter when the company has gained more knowledge on that specific market they move
forward and use agents instead. This has proven to be true to some extent for the case of
Merde!. In Sweden, Merde! uses an agent that takes care of all the selling of Merde!’s
products around the country. In all other countries Merde! applies sporadic exporting.
According to Root’s (1994) entry modes, exporting can further be divided into direct and
indirect exporting. Merde! uses direct exporting where the company either sells its products
directly to retailers or directly to distributors.

A summary of the factors affecting Merde! is presented in Table 5.2 on the next page.
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Table 5.2 Key factors affecting brand building and internationalization for Merde!

"C'est de la merde"

Brand attributes

Positioning of the brand

Music lifestyle

Brand associations

Youth, Arts and Music

Target Market

Young individuals

POP

New collection each season

POD

Association to music

Communicating the brand message

Symbolic language

Music themes with inspiration
from ex. Bob Dylan and Tom
Waits. Logo does not change
between collections.

Trade fair Yes
Word of mouth Not intentionally
Adaptation to local value and beliefs |No

Delivering the preformance

Brand value chain

High price elasticity

Low price premium

Cool, trendy clothes for music
loving individuals

Brand awareness

Recognition

Leveraging the brand equity

Line extention

Jackets, trousers, shirts, more
"dressy clothes"

Brand extention

Factors of Internationalization

No

Why

Specific advantages

Strong product concept

Interaction Medium(Advises from other
actors)
Proactive/ reactive Proactive

Market situation

Small, saturated domestic
market

Where

Degree of Control High

Transaction costs Medium

Experiential knowledge Non

Psychic distance High

How

Entry modes Distributors, personal selling

Establishment chain

Sporadic exports
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5.2 Cross Case analysis

In order to compare the data collected from Odd Molly to the data collected from Merde! a
cross case analysis will be conducted. This will provide a deeper understanding where
similarities as well as differences are outlined in relation to the conceptual framework. First,
research question one is analysed and thereafter factors regarding research question two are
brought to light.

5.2.1 Building a brand in the fashion industry

Odd Molly and Merde! are two Swedish fashion companies that are operating on the
international market. Odd Molly’s core values are soft and are manifested with the three
words: Love, Courage and Integrity which penetrate everything that they do. Merde! on the
other hand has its base on the platform of Youth, Arts and Music where they wish to
emphasize style, clarity and sustainability.

Positioning

Odd Molly does not have a defined target market except that they are addressing cool women
worldwide. Merde!’s target market is young individuals with a somewhat interest in music,
therefore their target market have more lifestyle factors in common than Odd Molly’s. Odd
Molly is very selective when it comes to who that can sell their clothes, and the retailer later
contributes to enhance their image. Merde! on the other hand is not as selective when it comes
to retailers which make the place of purchase of less importance for the end customer. Merde!
and Odd Molly can in Sweden be found in some of the same retailers even though Odd Molly
is operating in a slightly higher price segment.

Merde! differentiates itself from competition by the POD which is their constant focus in
music and by applying that theme to the inside of their products. Odd Molly has to a higher
extent focused on promoting the uniqueness of the brand and the values which they promote
instead of a specific theme to their clothes. Odd Molly has just like Merde! messages hidden
to its end customers on the inside of the garments but whereas Merde! can use the lyrics of a
song Odd Molly have an unfinished sentence which incorporate the brand values they want to
promote. Odd Molly communicates their core values more consistently than Merde! and can
thereby increase the brand awareness for their foremost POD which is their *oddness’.

Communicating the brand message

Merde!’s message of Youth, Arts and Music is communicated through song lyrics and
imprints. Merde!’s communication is more concealed and not as obvious as Odd Molly’s
which has the canvas label on the outside of each garment, still neither one of them advocate
big prints with the brand name on their products. Both Odd Molly and Merde! actively
communicate their message through visiting trade fairs for the fashion industry. Even though
Odd Molly and Merde! both have separate target markets, what they do have in common is
that both of them focus on marketing the image rather than the actual products. This is
something that Odd Molly has focused on from the beginning but is something rather new for
Merde! because when they launched the brand they mainly focused promoting the product.
Neither company in this study has intentionally worked with promoting word-of-mouth
marketing, WOM. Odd Molly does however adapt their communicated message to the local
markets, while Merde! keeps a consistent message independent of in which market they are
acting.
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Delivering the brand performance

Odd Molly’s target audience is not as price elastic as Merde!’s. That partly comes from that
they are operating in a higher price range and has a constant focus on quality. Merde! focuses
on quality as well but because they are aiming at a younger target audience in a lower price
segment, their end customers has a higher price sensitivity. The price premium which Odd
Molly possesses is higher than Merde!’s and that partly comes from the fact that Odd Molly is
a more renowned brand and that there is a higher brand awareness in general for that brand
than for Merde!. Brand awareness consists of recall and recognition, since it is hard for a
fashion brand to create recall it is by recognition that Odd Molly and Merde! can enhance
their brand awareness.

Leveraging the brand equity

Merde! and Odd Molly both started by only producing jersey garments but as the companies
have grown so have their product lines. Through line extension both have created an
additional value platform for their brands. Odd Molly first mainly sold jersey garments such
as tops and dresses, today the company have extended their garments to include non-jersey
garments but also extended to other products such as socks, skirts, trousers, scarves and so on.
Merde! on the other hand started with mainly jersey T-shirts and Sweat-shirts, today the
company also sells skirts, pants, coats, and much more, jersey and non-jersey materials. Odd
Molly will further achieve a brand extension when they launch their collection of spectacles
and sunglasses in 2010. On the next page Table 5.3 presents a summary of the brand building
characteristics for the two companies.
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Table 5.3 Brand building characteristics

Brand attributes Odd Molly Merde!

Positioning of the brand Soft qualitative values Music lifestyle

Brand associations Lowve, Courage, Integrity Youth, Arts and Music

Target Market Cool women world wide Young individuals

POP New collection each New collection each
season season

POD Oddness Association to music

Communicating the brand message

Symbolic language New logo twice a year Music themes with
which implements their inspiration from ex. Bob
core values Dylan and Tom Waits. Logo

does not change between

Trade fair Yes Yes

Word of mouth Not intentionally Not intentionally

Adaptation to local value and beliefs |Yes; communication No

Delivering the preformance

Brand value chain Low price elasticity High price elasticity
High price premium Low price premium
Comfortable, quality clothes|Cool, trendy clothes for
for brave independent music loving individuals
women

Brand awareness Recognition Recognition

Leveraging the brand equity

Line extention Dresses, skirts, "non-jersey{Jackets, trousers, shirts,
garnments” more "dressy clothes”

Brand extention Spectacles and sunglasses|No

5.2.2 Taking a fashion brand international

Why?

Merde!’s and Odd Molly’s decisions to internationalize were proactive. Odd Molly seized the
opportunity to go international when they were approached by the foreign agents at the trade
fair. Merde!’s incitement to internationalize was also proactive because they took the advice
from other stakeholders and seized the opportunity to grow international. However,
considering the state of the domestic market at the time for internationalization for both
companies their decision must have had reactive influences. Neither one of them would have
been able to sustain their creative freedom which they gain from production volumes unless
they had internationalized. This is due to that with small production volumes the companies
would have been forced to produce only mainstream clothes. By enlarging their target
audience they opened up the possibility to produce unique and special clothes directed to a
specific market segment. This enabled them to sustain their creativity and at the same time
increase their production volumes. What both companies have in common is that their
internationalisation process was affected by the market situation at the time when they went
international. At first, Merde! did not focus enough on their brand; they only focused on
creating ‘cool’ garments. Today, Merde! is more and more focused on conveying their brand
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identity to their target audience. Odd Molly however, already had a strong brand identity
before internationalizing as they from the start knew what they wanted to achieve with their
brand, this has been and still is a strong competitive advantage for the company.

Where?

Odd Molly did not focus on gathering knowledge on a specific country when choosing where
to internationalize. Instead, it is the foreign agents and distributors that came to them.
Therefore, when choosing where to go, Odd Molly was either slightly influenced or not
influenced at all by factors such as degree of control, transaction cost and psychic distance.
Merde! however, was more influenced by psychic distance given that they first approached
countries which were culturally and geographically closed to them. Even today, we can see
that the brand Merde! is present only in countries that are psychologically close to the
company. This also enables the company to exert a higher level of control on the selling of
their garments. Indirectly, Merde! was also influenced by the cost of transactions as even
though it is the distributors and agents that chose them, this was a factor that they took into
consideration before accepting an offer. Neither company had any experience in the foreign
countries in the beginning of their internationalization process.

How?

In countries where Merde! had less knowledge, they used sporadic exporting such as export
via distributors or through personal selling which both are indirect exports. Odd Molly on the
other hand used foremost agents, an indirect export method, when initially going abroad.
Based on that, we can see that Merde! followed the establishment chain whereas Odd Molly
went against it by directly starting up with agents even though they had no previous
knowledge of the selected foreign countries. Today, Odd Molly also sells their garments to
distributors which mean that they apply a direct export mode towards those markets.
However, Odd Molly only applies distributors in markets where the level of control is low. In
Table 5.4the factors of internationalization for Odd Molly and Merde! are summarized.

Table 5.4 Internationalizing the brand identity

Factors of Internationalization Odd Molly Merde!

Why

Specific advantages Strong brand identity Strong product concept

Interaction Low effect from other Medium(Advises from other
stakeholders actors)

Proactive/ reactive Proactive Proactive

Market situation

Small, saturated domestic
market

Small, saturated domestic
market

Where

Degree of Control Low High

Transaction costs Low Medium

Experiential knowledge Non Non

Psychic distance Non High

How

Entry modes Agents (Today even Distributors, personal

distributors)

selling

Establishment chain

Agents

Sporadic exports
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5.3 Future research

During the gathering of the data, the authors of this thesis encountered several matters which
attracted their attention and which they thought were interesting to have a further look at.
However, even though they were relevant to this study’s topic, the authors of this thesis found
that they were unable to analyze that data through this study’s stated frame of reference.
Therefore, those subjects will be brought into a new light under section 6.3.3
Recommendations for Future Research, p.62 .
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6 CONCLUSION AND IMPLICATIONS FOR
FUTURE RESEARCH

This chapter will present the conclusions and findings that the authors of this thesis found
when the gathered data was analysed through the conceptual framework. This will lead to the
authors’ answer of the research questions and thereafter implications for further research
will be presented.

6.1 RQ 1: How do companies create brand identity with small financial
resources?

In this thesis, the PCDL model was used as a framework which tied four main factors with
existing theories to the creation of a brand identity. These factors are Brand positioning,
Communicating the brand message, Brand performance, and Leveraging the brand equity.

Regarding the positioning of the brand in customers’ mind, the research of this thesis
indicates that creating strong brand associations is of uttermost importance. This is because
the end customer purchases an image rather than an actual product. The result of our findings
confirmed that positioning for Swedish fashion companies is about placing the brand in the
mind of the customers with respect to the values with which it is either associated or it owns.
The studied companies constantly try to convey their values to their target audience. Odd
Molly does that by always reminding its end customers what the brand represents: Love,
Courage and Integrity. Merde! on the other hand, stands for Youth, Arts and Music and the
company convey it by constantly reminding the customers of music. Our research further
indicates, through the ‘oddness’ POD of Odd Molly and the ‘music focus’ POD of Merde!
that a POD in the fashion industry must be created from the brand identity rather than the
products’ tangible features in order to create a competitive advantage. Further, this study
shows that the core values of a company need to be perceived by the brand and through the
activities which they convey. Our research also indicates that the core values of a company
need to be consistently communicated to the customers, in order for it to be correctly
positioned.

Our findings negate the theory that companies’ need to have a clear and well-defined target
audience before being able to communicate the brand identity. However, our study showed
how a clear positioning in the end customers mind is necessary to be able to communicate the
message correctly to the customer. Our findings imply that even though their small financial
resources limited the companies’ options when it came to communicate the brand message it
encouraged their creativity which balanced the lack of financial resources. The findings in this
thesis further indicate that Swedish fashion companies tend to use the symbolic attributes of
their brand to better communicate their brand identity message. The research of this study also
suggests, that WOM is of interest to a company with limited financial resources. However, we
assert that neither Odd Molly nor Merde! have taken full advantage of the possibility of
WOM, and this may be connected to the high risk level.

A brands performance can be measured through the brand value chain. Our research indicates
that brands in the Swedish fashion industry which have a higher price premium have a lower
price elasticity. However, this study further suggests that the success of a brand in the fashion
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industry is not determined by the price premium or the price elasticity. Our research points to
that, companies in the fashion industry foremost work with brand recognition to enhance the
brands’ performance. Recognition is important in order to create brand awareness and thereby
improve the communication.

A change in product line or brand extension can leverage the brand equity. Both cases in this
study have chosen to expand through line extension; Odd Molly has however taken the
extension one step further by extending the brand to also include sunglasses and spectacles.
The results from our research indicate that for a fashion company it is essential to constantly
leverage the equity of the brand.

The following specific conclusions regarding research question one can be done based on our
findings:

e A POD in the fashion industry must be created from the brand identity rather than the
products’ tangible features to create a competitive advantage.

e The core values of a company need to be consistent and implemented in all the
activities of the company in order to create a strong brand identity.

e The brand identity message is communicated through symbolic attributes.

e The success of a brand in the fashion industry is not determined by its price premium
or price elasticity with the customers.

e Fashion companies foremost work with brand recognition to enhance the brands
performance.

e Small financial resources do not restrain the possibility of creating a successful brand
identity.

e The brand equity should constantly be leveraged through extensions.

6.2 RQ2: How do companies launch a brand internationally with small
financial resources?

In this thesis, Whitelock’s (2002) approach on key factors from various internationalization
theories forming a more realistic model was applied. We have also taken into account other
theories which we combined with Whitelock's approach. Based on that, we came up with
three fundamental questions: Why do companies internationalize? Where do they
internationalize and last how do they internationalize?

In the decision of why internationalizing, we found evidence that Swedish fashion companies
do not follow any specific models. Some companies' decisions are proactive while others are
more reactive. However, as the Swedish market is rather small due to few potential customers,
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we argue that if the companies had decided to stay only domestic, they would not have
attained such a large target audience. Thus not achieve enough increase in production
volumes to be able to extend the product lines. Our findings further indicate that the level of
competition is high on the domestic market; therefore it is hard for a Swedish fashion
company to survive unless they internationalize their brand. Hence, we conclude that Swedish
fashion companies sooner or later would have to internationalize if they are to maintain
growth.

In the decision of where to internationalize we argue that there is evidence that when Swedish
fashion companies first decide to internationalize; they choose countries that either are
geographically or culturally closer to them. Therefore, our research indicates the theory on
psychic distance is applicable to Swedish fashion companies. This is because this type of
targeting involves lower risks and also because companies often have more knowledge of the
countries that are psychologically closer. However, our study indicates that this is true only in
the early stage of the internationalization process of companies. Our findings conclude that
after having been present in several international markets and created a foundation for a
global brand, companies change their behaviour and start international activities even in
countries that are psychologically farther from them.

In the decision of how to internationalize we found that Swedish fashion companies do not
follow the establishment chain proposed in the U-model. Our research indicates that fashion
companies with small financial resources often choose export entry modes; neither case
studied chose contractual or investment entry modes. The findings of this study indicate that
the reason to why they choose export entry modes is because it involves lower risks and also
lower commitment of resources. Hence, we conclude that a company’s financial resources are
connected to the way through which they internationalize. Both contractual and investment
entry modes involve a substantial amount of financial resources and our study shows that
newly founded companies rarely have substantial financial resources.

In the decision to internationalize in general, we concluded that the models applied in this
study are out-dated even though parts of them are still applicable today. Our research shows
evidence that a step-by-step model is not suitable in today's society where change occurs more
rapidly. That is why both the establishment chain and the eclectic theory failed to hold.
Companies can enter a new market directly through agents or directly as sales subsidiaries if
they choose to. The results of our study indicate that companies can internationalize
regardless of which type of advantages they possess. This goes directly against the chain of
advantages in the Eclectic theory.

The following specific conclusions regarding research question two can be done based on our
findings:

e Due to a saturated domestic market Swedish fashion companies’ decision to
internationalize are foremost reactive.

e Swedish fashion companies must internationalize to reach a sufficient amount of
customers.

e Psychic distance is of importance in the early stages of the internationalization
process.
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e This study indicates that Swedish fashion companies foremost apply export entry
modes to enter a new market.

e A company’s financial resources will affect which entry mode they will apply.

e The level of control in relation to the perceived risk is an important factor influencing
how the company will internationalize.

6.3 Implications and Recommendations

In this section of this thesis, implications for managers and theory are going to be presented
followed by some recommendations for future research. The implications and
recommendations are based on the conclusions made in the previous section.

6.3.1 Implications for Theory

The main topic of this thesis is brand management where we have focused on the concepts of
brand identity creation and internationalization. The purpose of this research has been to
identify how companies with small financial resources have managed to develop a brand
identity and how they have managed to take that brand identity international. This has been
done by exploring previous research in the area, from which we later developed our own
frame of reference; the conceptual framework. We, in this thesis, have focused on seeing
international launching in a new light; in the perspective of the brand identity.

We argue that the existing internationalization theories applied in this thesis failed to mention
other factors that are significant for the internationalization of a company such as the
importance of brand management. Our findings indicate that a more up-to-date theory
including vital elements such as proactive/reactive factors, psychic distance, perceived risks,
export entry modes AND brand management with focus on brand identity would be of
interest. Such a model would provide a more suitable picture of the internationalization
process of fashion companies with small financial resources than that provided. Our research
indicates that Swedish fashion companies do not follow any existing model on
internationalization as there are factors outside existing theories affecting their decisions.
Whitelock (2002) stated in his theory, that one model alone cannot describe why companies
internationalize their activities; it is a combination of all the key factors of different models
that affects those decisions. However up to this point brand management and foremost brand
identity has not been considered as an active factor affecting the internationalization process.

We argue that in order to provide an accurate picture of the internationalization process for
fashion companies, the aspect of brand identity must be considered as an active key factor in
internationalization theories.

6.3.2 Implications for management

In this thesis, the concept of brand identity in the fashion industry has been explored and
placed in connection to the companies’ internationalization process. The findings of this thesis
indicate that a strong brand identity is the fundamental base for a successful international
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launch in the fashion industry. Therefore, we conclude that Swedish fashion companies that
plan to internationalize their activities need to first create a brand identity, before going
international. The conclusions drawn from the findings of this study indicate that there are a
few matters that managers within the fashion industry need to take into account when
internationalizing their brand identity:

= Managers within Swedish fashion companies need to consider internationalizing in
order to reach sufficient production volumes.

= Managers need to create strong core values that capture the essence of the brand, and
these core values then need to be nurtured and incorporated throughout the
organization.

= Managers need to constantly communicate the core values of the brand to the
customers which can be done by creating ongoing themes reflecting the company’s
core values and the image they want the customer to perceive.

= Managers need to focus their marketing around the brand rather than the actual
products.

= Managers for companies with small financial resources should consider the factor of
psychic distance when entering a new market.

6.3.3 Recommendations for Future Research

Through the process of constructing this thesis we have gained a deeper understanding of how
a brand identity is developed and how that brand identity is essential when a fashion company
wants to internationalize. We argue that the findings from our study regarding the creation of
a brand identity for a company with small financial resources are applicable to other
industries and so is the process of internationalization. However, the findings from this study
which indicate that a strong brand identity is needed in order to internationalize is not
appropriate for all industries. This approach is only applicable to industries where the brand
has a central position in the companies’ marketing strategies. Today, the fashion industry is a
good example of a business where the brand rules out the product in terms of attracting
customers.

We argue that the industry where the brand identity has a great effect on the
internationalization process of companies is the fashion industry, as in that industry the brand
is more important than the product. However, in order to confirm our findings more research
is needed on the relationship between brand identity and internationalization. It would also be
of interest to find out how the brand identity affect the internationalization process in other
industries which are not as brand focused as the fashion industry.

While working with this thesis we encountered areas that we believe would benefit from
further research:

= This study consisted of two recently founded companies. Further research in the thesis
topic would be of interest with companies that has been on the market for a longer
period of time to see if they continue the establishment chain process.
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= We found one of the cases wish to incorporate the employees’ private values and
beliefs into their official roles interesting. Therefore research on the effect that
corporate culture has on the development of an international brand identity would be
of interest.

= Existing theory emphasizes on the importance of consistency when it comes to brand
identity. One of the cases in this study adapts its brand message communication to the
local market, meanwhile sustaining a consistent brand identity. We argue that further
research regarding the relation between a consistent international brand identity and
the communicated brand message is of interest.

= One theory that was not taken into account during this study was the Resource based
theory developed by Wernerfelt (1984). Research within the area of internationalizing
a brand identity from the perspective of the resource-based theory would therefore be
of interest.

= This study was small and consisted of two cases within the Swedish fashion industry;
in order to increase the generalizability to other Swedish fashion companies a larger
study with more participating companies would need to be conducted.

= In order to discover if brand identity really has a significant impact on the
internationalization process of fashion companies worldwide, further research on this
topic is of interest to verify the results of this study.

= We found a connection between a strong brand identity and an international launch.
Further research in the area, but with industries that are not as brand focused as the
fashion industry, would be of interest to discover whether our findings are applicable
to other industries as well.
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Interview guide (Swedish version)

=  Hur skulle du beskriva XXX som varuméarke?
* Vad ar XXX malgrupp?

= Vad star XXX for? / Vilka varden vill ni ska associeras med ert varumarke?
- vad gor ni for att 6ka trovardigheten for XXX som varumarke?
- hur har det XXX star for forandrats sedan ni startade varumarket?

=  Om XXX var en person hur skulle du beskriva henne?

= Hur kénner en kund igen att en produkt kommer fran XXX?
- ex. de associationer som kunden far nar den ser varumérket
- likheter/olikheter med andra aktdrer inom branschen

= Vilken position har XXX p& marknaden?
- vilken position strdvar XXX efter att ha?

= Hur formedlades XXXs varumarke till konsumenten vid introduktionen av
varumarket?

- vilka kanaler (reklam, PR, celebrity endorsement, modevisningar, massor
etc.)

- hur anvénde ni er av symboler och/eller slogans? Bilder?

- hur paverkade er ekonomiska situation valet av kanaler

= Hur stor budget hade ni for att lansera XXX utomlands?
- hur stor del av den var till for marknadsforing?

* Vilket genomgdende tema finns det i er marknadsforing som visar att det ar
XXX som star bakom det?
- Hur férandras temat mellan olika kollektioner?
= Ar malet med marknadsféringen att f& nya kunder eller att skapa kunder lojala
till market?
- hur viktigt ar varumaérkes lojala kunder?
- vad har ni gjort for att skapa markes lojala kunder?

= Vilken roll tror du att varumaérket spelar i forhallande till produkten inom mode
branschen idag?

* Hur mater ni hur framgangsrikt XXX ar som varumérke hos konsumenterna?
= Vilka produkter var de forsta som ni lanserade utomlands?

= Hur kom det sig att ni valde att utveckla produktlinjen?
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Vad var den drivande orsaken till att XXX gick in pd den internationella
marknaden?
- tvingades ni ut for att 6verleva, eller sag ni nya majligheter att vaxa?

Hur sdg hemma marknaden ut nar ni bestamde er for att ga internationellt?
- Hur paverkades ert val att internationalisera av situationen pa
hemmamarknaden?

I hur manga lander saljs XXXs produkter idag?

Vilka lander gick XXX forstin i?
- varfor just de landerna?
- hur gick ni tillvéga for att valja dem landerna?
- vad hade ni for erfarenhet av dem l&nderna?
- hur fick ni information om dem l&anderna?
- hur paverkade er ekonomiska situation valet av lander?

Hur saldes XXX i de forsta landerna?
- via agenter, distributorer, egna butiker etc.?
- hur paverkades ert val av strategi (entry mode) for att ga in pa den
internationella marknaden av andra aktorer inom er bransch?
- hur paverkade er ekonomiska situation valet av strategi for att ga in i de
landerna?

Hur skedde forsaljningen till agent/distributor/butik i utlandet?
Var borjade era produkter att tillverkas?
- Hur har tillverkningen paverkats av er internationalisering, har ni bytt land
etc.?

Hur anpassas kladerna till marknaderna i olika lander?

Hur ser du pa internationalisering som begrepp, har det enbart varit positivt for
XXX eller har ni upplevt begransningar, och i sadant fall vilka?
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Interview Guide (English Version)

= How would you describe XXX as a brand?
=  What is XXX’s target market?

= What does XXX stand for? Which values should be associated with the
company’s brand?
- What does the company do to increase the credibility of XXX as a brand?
- How did the values that XXX stand for change since the introduction of the
brand?

= If XXX was a person, how would you describe her?

= How does a customer recognize that a product comes from XXX?
- For example the associations that they perceive when seeing the brand?
- The similarities and differences between other actors within the same industry?

=  What position does XXX has on the market?
- What position does XXX strive for?

= How was XXX’s brand communicated to the customer when being first
introduced?
- Through which channels (publicity, PR, celebrity endorsement, fashion shows,
trade fairs etc.)?
- How was symbols and other slogans used?

= What was the budget that the owners had to launch XXX international?
- How much of that went towards marketing?

=  Which consistent theme exists in the company’s marketing that shows that it is
XXX that stands behind it?
- How does the theme change from collection to collection?

= What is the main marketing objective of XXX? To gain new customers or to
create loyal ones?
- How important is customer brand loyalty?
- What did XXX do to create brand loyal customers?

= What role does the brand play in relation to the product within the fashion
industry today?

=  How does XXX measure the success it has with the customers?

= Which products did XXX first launch on the international market?
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Why did XXX choose to extend the product line?

What was the main reason behind XXX going international?
- Was it because of survival or was it because it was an opportunity for the
company to grow?

How was the domestic market situation when XXX decided to go international?
- How was XXX’s choice to internationalize influenced by the domestic market
situation?

In how many countries is XXX’s brand present today?

In which countries did XXX first enter?
- Why these countries?
- How were the countries chosen?
- What were XXX previous experiences of these countries?
- How did the company gather information concerning these countries?
- How did your economic situation affect the choice of countries to enter?

How was XXX sold in the first foreign countries?
- Through agents, distributors, retailers...?
- How was the choice of market entry strategy influenced by other actors within
the same industry?
- How did the economic situation of XXX affect the choice of foreign entry
mode strategy?

How did the sale to agents, distributors and retailers occur on the international
marketplace?

Where were the company’s products initially produced?
- How was the production affected by XXX’s internationalization?

How are the garments adapted to different international markets?

How do you perceive the concept of internationalization, has it only been positive
for XXX or have XXX experienced restrictions?
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