
 

 
KRISTIANSTAD 

UNIVERSITY 
 

 

 

 

Establishment & Internationalization through the Internet  
 

 

 

 

 

 

 

 

The Department of Business Studies 
FEC 685 Bachelor Dissertation 
International Business Program 
November 2006 
Tutors:  Christer Ekelund 
             Lisa Källström  
            Annika Fjelkner 
Authors:  Anna Utter- Laurell 
               Lirije Llazani 

Serap Sögütlü 
 



 

 

Abstract 
 

 

 

Establishment and internationalization through the Internet is a 

contemporary way for companies to enter foreign markets. There is not 

much scientific research done in the field of Internet and its effect on 

Internet based companies explaining their internationalization purpose via 

the Internet.   

 

The purpose of this dissertation was to understand why a company chooses 

to use the Internet in its establishment and internationalization. The research 

questions are studied in relation to the internationalization of an Internet 

based company. We studied four different internationalization theories to 

see if they could explain the company’s internationalization through the 

Internet. 

 

The conclusion of the conducted research is that a number of aspects are 

relevant in relation to the company’s choice of establishment and 

internationalization with the use of the Internet. A simplified model was 

created to illustrate the features.   

 

 

 

Keywords: Internet, Internationalization, Internationalization theories, entry 

modes.  
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Chapter 1 

Introduction 

 

This first chapter introduces the background of our dissertation. The 

research problem and the purpose of the dissertation are explained and 

discussed. Further, the limitations and research questions are presented. 

Finally, necessary definitions are explained and the outline is presented. 

 

 

 

1.1. Background 

The introduction of the Internet (for more information see Appendix 1) has 

changed the world and everybody is affected in one way or another by this 

new technology. It is among other things a new way of doing business and 

Internet based companies reach a larger target group in an easy and effective 

way and it has gained attention and a large influence in the business 

environment of today. Companies are given new possibilities, thanks to the 

Internet and the World Wide Web system. For a company it is no longer 

necessary to physically be on an external market to be able to provide its 

products or services to the customers in that market. The increasing number 

of emerging internationalized Internet based companies made us curious 

about the actual establishment and internationalization process of these 

companies. As international business students we are fascinated by this 

global revolution. 

 

The majority of research done in the field of internationalization assumes 

that it will contain a form of physical establishment by the company. 

However, Internet based companies, mainly those providing non-physical 

products and services, represent a different approach to establishment and 

business operations, they implement a digitalized way of existing and doing 

business. Very little scientific research is focused on Internet based 

companies internationalization consideration. We feel that there is a need 



 

for additional research on the internationalization of Internet based 

companies.  

 

Our research is based on an Internet based company, CDON which sells 

entertainment products. We will concentrate on identifying what should be 

considered in the external establishment of an Internet based company such 

as CDON. Our research will consider if traditional internationalization 

theories can explain the establishment and internationalization through the 

Internet.  We find it interesting to investigate the impact that the Internet has 

on the internationalization process. Our research will increase the 

understanding of why a company like CDON chooses the Internet as its 

establishment process.  

 

 

1.2. Problem  

There is a lack of relevant research done in the field of internationalization 

of Internet based companies through via the Internet. Mostly the Internet in 

the business world is referred as a marketing tool that companies partly use 

in their business activities (Hedman & Pappinen,1999). Furthermore the 

internationalization theories explain a physical external establishment one 

company makes. However, we feel that there is not enough research done in 

relation to whether or not they can explain establishment and 

internationalization through the Internet. Additional, there is no significant 

information about why CDON chose the Internet in combination with direct 

export as a way of domestic and external establishment 

 

 

1.3. Purpose 

The purpose with our dissertation is to gain more information of the Internet 

based company’s enthusiasm and choice of the Internet when wishing to be 

an international organization. Followed by identifying what should be 

considered in the external establishment of an Internet based company such 

as CDON. Furthermore, we also want to investigate if traditional 



 

internationalization theories can explain the establishment and 

internationalization through the Internet 

 

1.4. Limitations  

We did not have the possibility to investigate all the aspects of external 

establishment on an Internet based product company. The time constraints 

limited us to do a research on one Internet based company, CDON, which 

was the only company that accepted to be interviewed within a suitable time 

period. Our selection of the company will affect the answer we are going to 

obtain. Other limitation includes resources constraint and access to 

information. 

 

 

1.5. Research questions 

Our dissertation is based on the following questions: 

 

1. Can the internationalization of CDON be explained by traditional 

internationalization theories? 

2. Can CDON’s use of the Internet, as a way to reach the domestic 

and foreign markets, be explained by traditional 

internationalization theories? 

3. Why did CDON choose the Internet as a part of its way of 

establishment and internationalization? 

 

 

1.6.  Definitions  

We believe it is necessary to clearly define the terms most commonly used 

in our dissertation. The definitions consist of both researchers’ opinions of 

the definitions and how we ourselves define the different terms in the 

dissertation.     

 

Internationalization process: Actions taken by a company to increase their 

involvement and commitment outside their domestic market.  

 



 

Establishment process:  A company’s increasing involvement and 

commitment on a market. 

 

Internet based companies: A company that offers its products or services 

only through the Internet and is not physically on the market. 

 

International company: A company established on an external market that 

offers their services/ products to customers outside their domestic market. 

 

Traditional internationalization theories:  Theories that describe a 

company’s external establishment process, which often include some form 

of physical establishment. In our dissertation we refer to the Uppsala 

Internationalization Theory, the Network Approach, the Monopolistic 

Advantage Theory, and the Product Life Cycle Theory as traditional 

internationalization theories. 

 

Internationalization/external establishment: A company’s expansion, in any 

form, to an external market. 

 

 

1.7. Outline 

The dissertation has the following outline. 

 

Chapter 2: The method is presented. Our research approach and research 

philosophy will be discussed.   

 

Chapter 3:  We make a case study on CDON and gather information 

relevant to our dissertation. 

  

Chapter 4: The theoretical framework is presented. The initial part deals 

with internationalization as a phenomenon and a number of entry modes 

strategies are presented. After that we describe four traditional theories 

based on earlier research done in that field. Information from the case study 

is analyzed together with the theory and we discuss the explanation value it 



 

provides for our research questions.   

 

Chapter 5: The information which consists of the performed case study and 

the theoretical framework is combined and the analysis of the research is 

presented.  

 

Chapter 6: We answer our research questions and conclude our research. 

We analyse and summarise the whole research. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Chapter 2 

Method 

 

 
The methodological strategy is presented. The research design and the 

research approach are discussed. The reliability, validity and 

generalisability of our research complete the chapter.  

 

 

 

2.1 Methodological Strategy 

Our intention was to explain why an Internet based product company like 

CDON uses the Internet as a way of establishment and internationalization. 

Literature concerning internationalization, business establishment and the 

Internet was relevant to our subject. We studied these areas to fully 

understand the field of research that we would work within. We realised that 

there is a quite substantial amount of research done within each of the three 

separate areas, but there is a lack of research that connects them.     

 

In the initial stages of our research we worked according to a deductive 

approach. A deductive approach starts with research on existing literature 

and theories in the subject and continues with the collection of data. The 

two parts are later combined and used to explain causal relationships. 

Eventually we realized that with a deductive approach we would not be able 

to reach our aim and answer our research questions in a satisfactory way. 

Our original approach, therefore, needed to be modified and after some 

consideration we continued our research according to an inductive 

approach. With an inductive approach theory shall follow data (Saunders et. 

al., 2003). Our research included a case study and with the inductive 

approach we could start to complement and explain the information 

collected through the case study with existing theory. 

 

 



 

2.2 Research design  

Our dissertation required us to look at relevant literature about company 

establishment and internationalization, entry mode strategies and the 

Internet. As mentioned in the limitations in the previous chapter, we chose 

to only include four well known internationalization theories in our 

dissertation. The change from a deductive approach to an inductive 

approach caused us to change our approach in the theoretical research. With 

an inductive approach the theory should be followed by the collection of the 

theory (Saunders et. al., 2003). Some parts of the theory we covered in the 

dissertation was already reviewed and written when we decided to change to 

an inductive approach. The continued research was performed in an 

inductive way and we developed and performed the case study on CDON so 

that it would provide us with as much information as possible. After the 

case study we returned to the theoretical framework and continued with the 

development of the dissertation with an inductive approach.  

 

With regards to our research questions and research objective we felt that a 

qualitative research would be appropriate. The questions and purpose 

affected our choice of research strategy. 

 

According to Robson (2002) “[a] case is a strategy for doing research which 

involves an empirical investigation of a particular contemporary 

phenomenon within its real life context using multiple sources of evidence” 

(Saunders et. al., 2003, 93). It is a useful way to get a deeper understanding 

of what you investigate and is good when you are more interested to study 

questions regarding “why” rather then “what” or “how”. However, if you 

choose to carry out a case study it does not allow you to perform any 

statistical generalizations from the results. The object selected in the case 

study is chosen depending on the degree of information and understanding 

of the researched phenomenon that it may provide (Saunders et. al., 2003).   

 

Results derived from a case study are not possible to generalise statistically 

since it is only based on one or a few case objects. Furthermore, when you 

select a case object you do not search for cases that can represent a general 



 

population. Instead you search for case objects which may provide sufficient 

amounts of information and can increase your understanding of what you 

research (Christensen et. al. 2001).  

 

To reach our purpose and answer our research questions we needed to find a 

company that would be a suitable case object to perform a case study on. 

Seeing that our dissertation aimed to answer why companies use the Internet 

as a way of establishment and internationalization, our choice was limited to 

only include Internet based companies. The type of company should be 

internationalized and offer its products or services on another foreign 

market. We also wanted to find a company from which we could extract 

sufficient amounts of information relevant to our analysis and research. 

Contact was made with companies we thought were interesting and 

appropriate to study more, and CDON which is one of the biggest online 

stores in the Nordic countries, was the company that was interested of our 

purpose and accepted to be interviewed. The company fulfilled the general 

requirements since it is an international Internet based product company. 

The research we did on CDON before any contact was made was of 

importance to us when we decided if the company was suitable to our 

dissertation.  

 

To get a better insight and obtain relevant information we contacted the 

CEO of CDON, Mr. Olander, and asked if he would like to participate in a 

personal interview in connection to our research. After his approval the 

questions were sent to him by email in advance so that he could review 

them and get an idea of what the interview was going to evolve around. 

During the actual interview we used a tape recorder in order to get accurate 

and unbiased data. Before deciding to use a tape recorder we discussed the 

advantages and disadvantages with it. We agreed that the benefits weighed 

heavier and that tape-recording would benefit our research. Naturally, we 

asked the interviewee if he agreed to the recording of the interview. The 

information from the taped interview was then written down, discussed and 

analysed to complement the study. The data we received from the interview 

and the four chosen internationalization theories were evaluated together, 



 

attempting to see if the research questions could be answered with the 

theoretical information and the case study.  

 

The qualitative character of our research influenced us to perform a semi-

structured interview. We considered it to be the most suitable interview type 

in relation to the research questions and that we would be able to extract a 

substantial amount of information from it. “In semi-structured interviews, 

the researcher will have a list of themes and questions to be covered” 

(Saunders et. al., 2003, 246). This type of interview is suited for qualitative, 

exploratory studies and helped us to answer our research questions.  

 

The work of researchers such as Johanson, Wiedersheim-Paul & Vahlne 

(1970), Vernon (1966), Hymer (1976) and Johanson & Mattson (1988) was 

of great help when writing the theoretical framework. When we researched 

the internationalization process from a general perspective the works of 

Dawes (1995) and Bennett (1999) contributed to our understanding of the 

field of research. 

 

 

2.3 Scientific Approach 

Our research bears the characteristics of interpretivism. The interpretivistic 

researcher acknowledges that the social business world is complex and it is 

difficult to make any law-like generalizations.  For that reason, the issue of 

generalization is not of a great importance and the unpredictability of the 

presented research is realized. We want to understand the current situation 

of the circumstances of today. (Saunders et. al., 2003). Our interpretations 

will most likely affect our research, values and the findings and, as a result 

of that, the conclusions will become subjectively interpreted.  

 

We are not trying to produce quantifiable data and realize that there is no 

objective but instead a subjective reality. A deep case study on CDON suits 

our research objectives and we feel that this is a good way to answer our 

research questions. There are researchers claiming that a case study’s lack of 

structure may cause the researcher to get the wrong type of data or that the 



 

data is not relevant for your research. We are aware of the critique against 

the case study. We believe that being aware of the potential risks will help 

us to focus on performing the study in an appropriate way and to collect 

relevant material. Performed in a correct way, the case study will generate 

insightful and relevant result (Christensen et. al., 2001).    

 

The study we performed was of an exploratory cross-sectional character. 

We study the company at a certain time and do not extend our research over 

any longer periods and, therefore, the study was a cross-sectional study. An 

exploratory study is useful when you want to clarify your understanding of a 

problem (Saunders et. al., 2003). Exploratory studies are also used to seek 

new insights, to ask questions and evaluate phenomena in a new light 

(Robson, 2002 in Saunders et. al., 2003). The CDON case study combined 

with theory and analytical data will help us to provide additional 

explanations to the Internet establishment and internationalization 

conducted by an Internet based product company such as CDON.  

 

 

2.4. Reliability  

The reliability of data is evaluated on whether or not the same results will be 

observed if the measures are performed again in a similar way (Saunders et. 

al., 2003). Saunders presents four threats to reliability and the first one is 

subject or participant error. A case study may produce different results if it 

is performed at different times and occasions, and it will lower the reliability 

significantly. The second threat is that of subject or participant bias which 

may cause the respondent to answer the questions in an incorrect way. This 

might be because the respondent wants himself/herself or the situation to 

appear differently from what it actually is. We realise that participant bias is 

hard to avoid since we performed a personal interview on a single occasion 

were the participant did not have the opportunity to be anonymous. The 

third threat is observer error. During the interview with Mr. Olander all 

three members of our dissertation group was present and acted as 

interviewers. We knew there was a risk that we might extract the 

information given in three different ways. You can reduce this threat by 



 

applying a high degree of structure (Saunders et. al., 2003). Because we 

chose to perform a case study which is characterised as a flexible and 

unstructured form of research strategy we realise that the reliability is 

reduced because of this. Saunders writes that the fourth and final threat is 

that of observer bias which in our case may appear in how each of us three 

that conducts the interview interprets the information.  

 

In response to the low reliability of our findings, we realise that the findings 

derived from using a non-standardized research method, such as our case 

study on CDON, was not going to generate a high reliability and this was 

not the intention of our research. The lack of structure and the flexibility is 

used to investigate the complexity of the subject. Saunders says that “[an] 

attempt to ensure that qualitative, non-standardized research could be 

replicated by other researchers would not be realistic or feasible without 

undermining the strength of this type of research” (Saunders et. al, 2003, 

253). The reliability as such is not as important when looking at a 

qualitative analysis (Christensen, 2001).   

 

 

2.5. Validity 

“Validity is concerned with whether the findings are really about what they 

appear to be about“(Saunders et. al., 2003, 101) and it is about credibility, 

the so called inner validity (Christensen, 2001). We realise that we can not 

guarantee that our questions generated the data that was intended and that 

the data we extracted were adequate enough.  

 

The structure of the interview made it possible for us to cover the areas that 

we wanted to investigate in a good way. During the interview we had the 

opportunity to ask follow-up questions and to make sure that the interviewee 

understood the questions. We also summarised the interviewee’s answers to 

the questions or the theme that we had discussed with regular intervals. To 

make sure that the interview remained focused we attempted to ask our 

questions concretely but still give the interviewee possibility to speak quite 

freely around the questions. If we felt that the interviewee started to lose 



 

focus on the questions we drew his attention back to the current question. 

The regular summary and reflections of the questions and the attempts to 

keep focus in the interview made it possible for us to confirm that we had 

understood the interviewee correctly. It gave the interviewee a possibility to 

revise or add information and to give us the relevant information.  We, 

therefore, consider our interview to have a good validity. 

 

 

2.6. Generalisability 

If a research result is generalisable it can be said to be true for or applicable 

to other research settings as well (Saunders et. al., 2003). The results and 

conclusions from a case study such as the one we perform on CDON are not 

possible to generalise. We acknowledge that our conclusions are not 

applicable on any other organisations but can only be seen as an example of 

one possible explanation to why a Internet based product company such as 

CDON, use the Internet as a way of establishment and internationalization.  

 

 

 

 

 



 

 

Chapter 3 

Case study 

 

 

In this dissertation we decided to examine one Internet based company and 

we chose CDON. Here follows a presentation of the company. 

 

 

 

3.1 Introduction 

In the previous chapter we discussed the research strategy and design of the 

dissertation .This was followed by a presentation of the reliability, validity 

and generalisability of our research. 

 

This following chapter is the case study we performed on the Internet based 

company CDON. The information originates from both primary and 

secondary data. The complete interview with the CEO of CDON, Mr. 

Mikael Olander, can be found in the appendix.   

 

 

3.2. The history of CDON 

CDON is an international Internet based company that sells entertainment 

products through the Internet. CDON originates from the TV-shop and 

belongs to the media group Modern Times Group AB, MTG, which owns 

television channels in many of the European countries. When Boxman, a 

company that sold CD records through the Internet, established in 1997, 

MTG found the idea of Boxman interesting and wanted to create a company 

with a similar concept. In 1997 the same man who sold music on TV-shop 

began to form CDON´s website. Extensive preparations were required to 

build up the website and the process was time-consuming.  CDON was 

launched in 1999 on its Swedish domestic market as well as in Norway and 

Denmark. In 2000 the company entered the Finnish and Dutch markets by 



 

opening websites on those languages. Later the Dutch website was closed 

due to the fact that it was not as successful as expected. Therefore, that 

website was transformed to the current EU website that provides CDON’s 

products to customers in twelve European countries: Austria, Belgium, 

France, Germany, Greece, Ireland, Italy, Luxemburg, Netherlands, Portugal, 

Spain and United Kingdom. The website is available in Swedish, 

Norwegian, Finnish, Danish and German and the EU countries are able to 

use a website in English.   

 

From the beginning CDON only offered local artist albums and later also 

other music types like disco music was added to the assortment. DVD 

records and games were new products included in CDON´s assortment in 

2001. Home electronics and digital services have become other additions to 

the range of goods. 

 

With television as its core business Modern Times Group, MTG AB is a 

leading international entertainment broadcasting group.  MTG has activity 

in over thirty countries in Scandinavia and in the Baltic countries and the 

head office is located in Sweden. MTG is the largest Free-TV and Pay-TV 

operator and is listed on the Stockholm exchange and is therefore a public 

limited company. MTG owns several television channels such as TV3, TV6 

and ZTV. The idea was to market CDON through the television and radio 

channels in those countries where the channels were available (Internet 5). 

 

TV-Shop is an international media and marketing company owned by MTG, 

and is broadcasted live in television in twenty European countries. The core 

activities which TV-Shop has are mainly direct commercial on television 

and radio, marketing and distribution. TV-Shop offers a large variety of 

products and it is possible to buy music, health, or even beauty products 

from them. The company has experienced product-developers and marketers 

that sell TV-Shop’s product. Their products are only available through TV-

Shop and do initially not exists in the regular shops (Internet 4). Between 

1990 and 1995 CD records, like dance band collections and other similar 

collections, were some of the products TV-shop offered. In 1999 TV-Shop 



 

evaluated a couple of websites and CDON turned out to be the most 

successful (Wessman, 2006). 

 

 

3.3. Business concept 

CDON’s business concept is to sell entertainment products through the 

Internet. The Internet is its sales and distribution channel and since 1999 

CDON provides its customers with all kinds of music, games, movies, 

books, and home electronics. The books, however, are just available for the 

Swedish customers and not to customers in other countries. The focus lies 

on the Nordic countries and customers in these countries. CDON regularly 

develop its own product assortment but so far the company restricts itself to 

products within the entertainment sector. All digital products and the home 

electronic products are new additions in CDON’s assortment. Another new 

addition is the service where the customer have the possibility to rent 

movies through the Internet and watch it at home directly on the computer. 

It is called the “broadband” movie and has been a big investment. Naturally, 

it is still possible to purchase a movie and get it sent home as well. 

 

The company CDON is one of Scandinavia’s biggest Internet shops and 

offers a wide selection of products with competitive prices. “While an 

ordinary shop has an assortment of 5000 different CD titles, we have around 

90 000 titles in the assortment and about 25 000 we have in stock”, Mr. 

Olander says to the newspaper Sydsvenskan (Wessman, 2006). This is 

possible primarily because CDON has a big central stock and does not sell 

its products through physical retail channels. The Internet shop is always 

available and CDON can inform the customers about the latest news about 

the product assortment (Internet 6). 

 

The CEO Mr. Olander thinks that there is still much left to do for CDON in 

the entertainment product sector, like digital books or digital games which 

are examples of new possible services. CDON wants to develop digitally in 

this area and that is why CDON does not want to develop its product 

assortment in a different direction. Although the market for CD records 



 

appears to be shrinking, the prospective future for CDON is brighter. 

Between the years 2004 and 2005 CDON´s turnover increased with 150 

millions SEK.  Mr. Olander describes this sales capacity as resulting from 

the broad assortment, were the company’s low costs makes it possible to 

have low prices on its products in an interview in the newspaper, 

Sydsvenskan (Wessman, 2006). 

 

 

3.4. The Management of CDON  

CDON’s only office, which is the head office, is located in Malmö, Sweden. 

The profit margins on CD records are not very high which consequently 

means that a company that sells CD’s has to keep its costs down to be 

profitable. This is one reason why CDON does not have an office in each of 

the countries that it is established in seeing that it would simply be too 

expensive. The personnel in Malmö consist of ten different areas of 

responsibility with Mr. Olander as the CEO.  The different areas of 

responsibility are technology, marketing, website, economy, controller, 

logistics and business systems, business-to-business sales, company sales 

and country managers. In the case of the country managers there is one 

person in charge and another person that assists the country manager in each 

of the different countries. All the country managers are placed in Malmö 

except for the managers responsible for Norway and Finland, which are 

working from home. In total CDON employs 65 people, excluding the 

personnel that works at the central stock in Borås (Wessman, 2006) 

 

As previously mentioned, CDON is owned by MTG which is a public 

limited company. That consequently means that CDON needs to live up to 

certain requirements of profitability. Mr. Olander admits that it represents a 

short term perspective on CDON as a company and its development. CDON 

has to deliver regular reports of its business activities, sales and so on. 

However, the advantages of belonging to a public limited company such as 

MTG are bigger than the disadvantages according to him. Thanks to MTG’s 

networks, partly consisting of television channels (TV3, TV6, ZTV and 

others) and also radio-channels (RixFm and NRJ) CDON had a good 



 

opportunity to market itself. This type of networks is useful to a newly 

launched company like CDON.  

 

CDON always use the same suppliers when it purchase its products which 

depends on that every artist have a fixed supplier that has the right to sell 

their music, for example Madonna CD’s which are bought from Warner 

Music. Therefore it is not possible for CDON to change supplier. 

 

The turnover for CDON in the different countries is as follows: 50% in 

Sweden, 25% in Norway and 12, 5% in Denmark and in Finland. Last year 

the total turnover reached about 600 million SEK and CDON has a profit of 

around 50 million SEK. 

 

 

3.5. Purchase & delivery conditions 

A purchase on CDON’s website can be paid with VISA, 

Mastercard/Eurocard and with American Express. To be able to buy 

products on the website the customer has to be at least 18 years old (Internet 

6). 

 

The company’s customer service is managed through the e-mail. CDON did 

previously have a telephone customer service but due to inefficiency and 

high costs it was closed down. The email service is according to the 

company more effective as the telephone service. With the telephone service 

it was difficult to answer all questions. An email service is more accessible 

than telephone and the customers can send an email and get an answer 

within a short period of time.  

 

The movies from CDON are often available in stock and the delivery time is 

between two and four days from when the product is ordered until the 

customer receives it. The delivery time of music and games usually is 

longer. To regret a purchase is not a problem as long as the product is not 

used and the customer returns the product within fourteen days (Internet 6). 

 



 

3.6. Competitors 

CDON considers all the other companies that sell the same products as 

competitors, both through the Internet and through physical retailing. 

“Shops and Internet based companies we see as equal competitors to us” 

says Mr. Olander. He mentions Ginza and Discshop as two examples of 

Internet based competitors. Other competitors that sell entertainment 

products in physical shops in Sweden are, Åhlens, Statoil, Ica and 

Elgiganten among others. CDON puts more focus and energy on its own 

business activities instead of on its competitors. However, CDON naturally 

attempts to monitor its competitors to see possible changes in price, 

marketing, product offers and other aspects that can be of interest. CDON 

strives to make it easy for its customers to purchase and to have a good and 

broad assortment to offer in combination with competitive prices.  
 

CDON do not present itself to be the cheapest alternative on every product 

but it if a customer purchases a larger number of products from its website, 

the total price of those products will be lower than if the customer bought 

them from another company. As for every company it is also important for 

CDON to sustain and increase its market share in the entertainment products 

sector. 

 

 
3.7. The digital market  

According to Mr. Olander the latest trend in the digital market is music 

which can be purchased both to a computer and to the mobile phone and it is 

becoming increasingly more popular. At the same time the digital market is 

a very small market compared to the money earned. The first six months the 

sector had a turnover of 28 millions SEK in the line of wholesaler, which is 

the record companies’ price to the retailers, in this case to CDON. Mr. 

Olander says that 28 million SEK is not a large turnover compared to other 

sectors but that the sector is growing rapidly. In an interview done by the 

newspaper, Sydsvenskan Mr. Olander says that during the last couple of 

years the demand on music types has changed considerably. Before there 

was a higher demand on CD records from the American artists, now the 



 

customers prefer a more personal and local supply of artists and music 

(Wessman, 2006).  
  

CDON also offers music which can be downloaded from home through the 

Internet, as an addition to the service that allows the customer to order the 

product and get it posted home. However, there are customers that still 

prefer to purchase the CD to be able to have the physical product and not 

just download it to their computers. The target group has become older and 

the younger customers seem to prefer the file sharing instead of purchasing 

the CD.  One thing that Mr. Olander believes restricts the sales is the so 

called rem-protection, which for example makes it difficult to move the 

music from a computer to a mobile phone. The most common complaint 

related to the purchased products or services from customers is when the 

downloaded music, WMA-files are not accepted by the MP3-player 

(Internet 8).  

 

 
3.8. CDON´s projects 

Already in 2004 CDON made it possible for its customers to download 

music through the Internet. CDON had then made an agreement with 

Warner Music, Sony Music, BMG and EMI to offer music from both 

national and international artists in CDON’s download assortment. This 

early initiative made CDON the first company in Scandinavia that offered 

music downloads through the Internet. In an article published by Newsdesk 

in 2004 Mr. Olander then commented this possibility as a natural develop of 

the company’s CD sales through the Internet (n.n, 2004). He believed that 

the download of music through the Internet will be the third biggest 

product-group after CD records and DVD movies (Internet 8). 

 

CDON has been well prepared for this download service and have 

exchanged experiences with other companies that provide downloads as a 

part of their business activities. In 2005 there was even a plan to cooperate 

with other Internet based companies in relation to this service. CDON is 

aware of that there is a part of its potential target group that does not 



 

actively use the Internet to purchase goods online. One reason might be that 

they do not have knowledge about the Internet and how such purchases are 

done. To make it easier for people to discover the possibilities of the 

Internet CDON started an educational campaign in May 2005 (Internet 8). 

 

There are ongoing debates about how the music sector has changed. The 

opportunity to download music from the Internet and the illegally made 

copies of music has generated crisis in the music sector. This new service, to 

download music through the Internet has meant a growth in some sectors 

but unfortunately for the music industry it has meant a decrease of sales. Mr 

Olander declares in an article that nowadays companies which provide 

music know that the customer wants to have a digital format of the music 

and that music downloads is the new way of purchasing music. 

Furthermore, Mr. Olander thinks that download makes companies more 

present on the market (Röhne, 2005). 

 

In 2004 MSN and CDON started to work together with a new project. MSN 

Music considered as is the biggest music service in the world and now it 

exists in 19 countries. The two companies cooperated and launched MSN 

Music in the Nordic countries. The manager for MSN in Sweden, Thomas 

Minnhagen, said in an article published on Microsoft’s website, that CDON 

was an excellent partner for them mostly because CDON is one of the 

biggest in the Nordic countries when it comes to provide music on the 

Internet. He adds that all MSN users in Sweden now are able to have access 

to a large assortment of music (Wallner, 2004).  

 

Other projects CDON has done, in order to reach more customers, are with 

Loka and Apptus. The collaboration with Loka was a campaign where they 

offered the customers a code on the Loka bottle that allowed them to 

download one song for free from the CDON website. The campaign turned 

out to be very successful this summer and about 90 000 people used their 

code from the Loka bottles to download a free song.  

 



 

Apptus has the responsibility of the functionality for search and navigation 

on CDON´s website. The Theca®, is the search engine that is Apptus core 

module. It can be changed and implemented easily in order to suit different 

types of search functions. CDON´s customers are most likely to become 

aware of the positive change and take advantage of the better and faster 

searches on CDON’s website (Internet 7). 

 
 

3.9. The internationalization of CDON 

The internationalization of CDON was a natural choice for the company 

already from the start. CDON did internationalize itself in Norway and 

Denmark at the same time as its establishment on the Swedish domestic 

market. The Swedish market was too small to sustain the company and that 

is why the company had to establish outside its domestic market. As 

previously mentioned MTG was another important reason why the company 

chose these countries to internationalize in. MTG’s presence there made it 

easier to market the website and reach more customers on these markets.  

 

The internationalization of the company was successful in Sweden, Norway, 

and Denmark, therefore, the company decided to include Finland and the 

Netherlands in its growing market. The internationalization in Finland went 

very well but unfortunately failed in the Netherlands. The sales profit was 

not as high as expected in the Netherlands and the reasons may have been 

affected by the lack of advertisement, networks and market knowledge. In 

the Netherlands CDON did not have the opportunity to advertise its 

products through MTG channels. Due to failing profitability in the 

Netherlands the Dutch website was transformed into a European website 

where a selected number of countries from Europe are able to take part of 

CDON’s assortment. Even though CDON transformed the website into the 

EU website it is still not profitable and the company is not sure if it is going 

to invest in that website or remove it. There is a lot to do on the Nordic 

market that makes other countries less interesting for the company to 

establish in right now.  

 



 

It is going very well for CDON and its priority is to continue to be one of 

the biggest Internet shop by selling entertainment products in the Nordic 

countries. For CDON it is easier to keep an existing customer than to get a 

new one. Therefore, the company values its customers and strives to 

maintain a good and personal relationship with each customer.  

 

Before CDON’s establishment the company was well prepared and it had 

built up a well functioning website that could support an instant external 

establishment. The company’s usage of the Internet as a sales and 

distribution channel was natural to combine with the main mode of entry 

which was direct export. According to Mr. Olander, the thorough 

preparations that were made can be the reason why the company survived 

when a lot of its competitors went bankrupt. The initial preparation and 

construction of the website included the adaptation to logistics and payment 

flows. To translate the language was easier to implement than the translation 

of the price but a crucial part of the preparations. There were also 

distribution notes that should be adapted to every country’s specific 

regulations. The value-added tax system, the VAT system, should be 

considered and the company also talked to the customs in the three countries 

about different custom rules for the introduction of the products. 

 

The internationalization gave CDON many opportunities. The fact that 

CDON has a standard product that is suitable in the Nordic countries and the 

similarities in the languages, cultures, and the political system between 

these countries made the internationalization easier for the company. Since 

the company was launched and internationalized at the same time there were 

a lot of opportunities it could take advantage of, such as a rapidly growing 

and the chance to rapidly reach a bigger market. The company’s office is 

located in Malmö and there are Finish and Norwegian employees with the 

purpose to help the international customers to receive information about the 

company and their products in their own languages. Thanks to these 

opportunities the internationalization became successful for CDON and the 

company can continue to develop its products even more. 

 



 

3.10. The Internet 

Because of its business concept the Internet was the natural choice for 

CDON to apply to the export activity when it reached its intended markets. 

Being an Internet based company includes both advantages and 

disadvantages for CDON. The electronic commerce channel is a good sales 

channel and a suitable addition to the export entry mode when establishing 

this type of company on the international market, according to CDON’s 

CEO. Both the establishment and internationalization process is conducted 

faster, requires less preparation and is considerably less expensive than that 

of a physical establishment. It also seems to allow for a quicker 

internationalization were a company can become an actor on the global 

market almost instantly after the launch of the company. In the case of 

CDON, the Internet made it possible to internationalize the company at the 

same time as the establishment on the Swedish market. Furthermore, the 

majority of products sold by CDON are standard global products which are 

well suited to sell through the Internet. They attract a broad target group 

from a wide range of countries.  

 

There is no possibility for the customers to look at and try the physical 

products like it is possible to do in a physical shop. There are no sale 

personnel that can help the customers at the time of the purchase occasion or 

that can influence the customers to buy more things. To eliminate this lack 

of personal service CDON offers its customers suggestions of other 

products similar to that of the bought product during the time of the 

purchase. That is one way to make the customers buy more. The company 

has presented other possibilities to its customers to make the purchasing 

process easier. One example is that the customer can listen to some parts of 

the CD they want to buy to be sure that they buy what they want.  

 

When the customer buys something through CDON the company gets a lot 

of information about the customer such as age, gender, what products they 

buy, if they buy products often and so on. CDON later use this information 

to be able to provide a more personal service. Naturally there are those 

people that do not use the Internet and therefore are potential customer that 



 

are lost. Mr. Olander says that they are aware of that there are a group of 

people that they do not reach but he feels that Internet companies have a 

better position than the physical shops that offers the same type of products. 

Because CDON is Internet based it is possible for the country managers to 

be located in Malmö instead of in their respective country. This is one 

example of that the Internet is a cost efficient alternative to use in their 

company. If CDON’s country managers were required to be on place that 

would mean a substantial cost increase.   

 

When asked how the Internet has created value for CDON, Mr. Olander 

says that the overall advantages of the Internet are what generate value for 

the company. The Internet is characterized by flexibility, low costs and 

speed. It is a medium that is available for a large number of potential 

customers and it goes considerably faster to reach an international market 

through the Internet, partly because there is no direct need of physical 

establishment on the new foreign markets.  

 

CDON’s CEO believes that it is possible to sell basically everything on the 

Internet and that companies will invest more on the Internet as a sales and 

distribution channel and a way of establishment. However, at the same time 

he points out that it is difficult for companies to exist and provide its 

products and services both through the Internet and in regular stores at the 

same time.    

 

 

 

 

 

 

 



 

 

Chapter 4 

Theoretical Framework 

 
The theoretical framework is presented. The initial part deals with 

internationalization, a number of entry modes strategies are presented as 

well as the Internet in relation to export and product categories.  Further, 

we describe four traditional internationalization theories based on earlier 

research done in that field. 

 

 

 

4.1. Introduction 

Previous chapter contained the case study on CDON. The information 

originated from secondary data and the interview with the company’s CEO. 

The case study covered the company’s background, current situation and 

prospective future of the company. The areas of the company’s 

internationalization and the Internet’s role in the company was presented. 

 

In this next chapter the theoretical framework is presented. Entry modes, 

internationalization theories and the Internet alongside the export entry 

mode and product categories are reviewed. A number of advantageous 

aspects that should be considered before the use of the Internet in a 

company establishment are summarized.  

 

 

4.2. Theoretical Introduction 

Information technology and the Internet have assisted to further develop 

international business and allow companies to reach new customers through 

this electronic commerce channel (Fredholm .P, 2002). The Internet has 

added another dimension to internationalization and how to reach markets 

(Lasry, 2002). Deregulated markets and freer movement of goods and 

services allow for a more efficient internationalization. 



 

 

Academic literature and research in the field of international business 

present various existing theories of internationalization that are referred to 

as the more traditional internationalization theories in our dissertation. 

These theories look at the process mainly from a perspective which includes 

some form of physical establishment on the external market. 

 

Connected with the theories of external establishment are the different types 

of entry mode strategies. These strategies, the way of doing international 

business, represent an important part in the traditional theories. The entry 

mode strategies included in our dissertation are export, licensing, 

franchising, joint venture, and foreign direct investment. These are seen as 

more conventional ways of entering new markets (Root, 1994). The degree 

of commitment a company has to a market and the growth of knowledge 

affect the choice of strategy (Dawes et. al, 1995), but generally companies 

look for a strategy which minimises risk and maximises return (Tayeb, 

2000).  

 

The traditional internationalization theories are explained in our theory 

chapter. The choice of the four theories, the Uppsala Internationalization 

Theory (Johanson, Wiedersheim-Paul & Vahlne, 1970), the Network 

Approach (Johanson & Mattson, 1988), the Monopolistic Advantage Theory 

(Hymer, 1976) and the Product Life Cycle Theory (Vernon, 1966),  was 

based on their relevance given to our dissertation.  

 

 

4.3. Internationalization of a company 

Many people think about different countries, languages, and cultures when 

they hear the word internationalization, but what it really means for 

companies to internationalize themselves is a bit more different and difficult 

to understand. In general, an international company is a company that 

performs business activities and has costumers outside its domestic market. 

With the information technology companies can reach customers in external 

markets without being physically located there (Hill, 2005). They are given 



 

the possibility to become internationalized in a new way (Morgan- Thomas, 

2004).   

 

The economy of the world has developed during the last few years. 

Previously it was a more isolated economy were businesses were secluded 

from each other by barriers of cross-border trade and investment, and the 

reasons for this isolation were mainly because of the distance, and 

differences in time zone, language and culture (Hill, 2005). Nowadays, 

technology and infrastructure development has moved forward and so has 

the business development. We are moving toward a world without borders 

and makes companies drop isolated system and establish themselves outside 

their domestic market and join the independent global economic system. 

The global economy is closely linked and to illustrate this, a short example 

will be given. For example, a Swede may drive a car that is designed in 

Germany, assembled in Mexico from components made in Japan that were 

fabricated from Korean steel and Malaysian rubber (Hill, 2005). With 

globalization companies have more opportunities to increase their revenues 

by selling their product or service all over the world. That leads to more 

costumers and, of course, additional customers generally mean additional 

sales revenues. For global companies, it is easier to decrease their costs 

because of their production in cheap countries, which many companies take 

advantage of. 

 

4.3.1. Reasons for the internationalization of a company 

Initialising on an internationalization process may range from being purely 

coincidental to being a planned and evaluated decision. In most cases a 

company begins with international business as a result of an interest for its 

product or service from outside the domestic market (Dawes et. al., 1995).  

In this stage where the internationalization happens by coincident the 

company usually does not have any plans or strategies on how to follow up 

the external interest. It might be seen as a temporary event and not try to 

develop the possibility further. A decision to internationalize always 

includes an amount of risk (Lasry, 2002). 

 



 

Internationalization may also be a response to a saturated or small home 

market which does not support the product. The competitive intensity is 

another factor pushing a company to external establishment. In companies 

where the general strategy always includes internationalization the 

preparation and process of establishment is more focused (Lasry, 2002). 

There are clear benefits of internationalization such as economies of scale, 

larger possible market shares, cost reductions and the spread of commercial 

risk (Bennett, 1999). Before the arrival of the Internet the common approach 

was that companies started their internationalization carefully and grew 

slowly. The Internet allows for a larger instant establishment where you can 

reach a number of new markets instead of one market which is often the 

case with physical establishment (Morgan- Thomas, 2004). 

 

 

4.4. Choosing options 

The choice of entry strategy is affected by a company’s current position and 

on its mission and vision. The business environment that the company 

operates in influences the option and also, the advantages and disadvantages 

that the entry mode strategies have, change depending on the business 

environment and the position that the company holds. There is also an 

assessment of the level of risk the entry mode includes and the level of 

commitment it requires (Lasry, 2002). The return, the cost of entry and level 

of control the entry mode includes additional aspects for an international 

company (Tayeb, 2000).  

 

 

4.5. Entry strategies to international market 

There are a variety of aspects to consider before an external establishment. 

To put the more traditional theories into practice the company needs to 

choose and implement an entry strategy that suits the company, a way to 

conduct the international business. There are four basic ways of doing 

international business; export, licensing/franchising, joint venture and 

foreign direct investment (Dawes et. al., 1995). A company can choose any 

of these entry modes to enter a market. Due to the development of electronic 



 

sales channels and the nature of Internet based companies and their product 

assortment, direct export is a frequently used entry mode together with the 

Internet as an additional foundation to reach markets (Morgan- Thomas, 

2004)( Samiee, 1998). In general, also the more traditional approach is to 

initiate the foreign business activity by some form of export to eventually 

use a foreign direct investment (Dawes et. al., 1995; Tayeb, 2000). 

 

4.5.1. Exporting 

Exporting can be defined as selling goods or services from one country to 

another. The export itself can be divided into two types: indirect export and 

direct export (Ibid). Indirect export means that the company uses an 

intermediary when selling to external markets. The direct export does not 

use any intermediaries but instead sells directly to the external market and 

the buyer (Dawes et. al., 1995).  

 

4.5.1.1. Indirect export 

A company without any larger experience of doing business on external 

markets can use an intermediary that has more knowledge about the process. 

Middlemen that are located on the company’s domestic market take care of 

the exportation (Hibbert, 1997). Companies in the initial stages of export 

often use the indirect export and then move into direct export after some 

time. 

 

Indirect export includes a number of options. The company may use an 

export house which takes care of the export activity on the foreign market 

and is a good choice when wanting to start exporting quickly. The 

disadvantages are that this type of service is rather expensive and the 

company does not have enough control in the export process.  

 

A confirming house works like an agent between the exporter and importer 

and the confirming house’s task is to find an importer on the foreign market 

(Hibbert, 1997). The confirming house decreases the risk for the export 

company since it is in charge of that contracts are fulfilled. However, the 

lack of control for the exporter is a problem with this type of export channel.  



 

A third option is that the company initiates in a joint marketing together 

with another company. The exporting company can take advantage of the 

other company’s relationships and knowledge on the new market (Tayeb, 

2000). As this collaboration proceeds, the contract may be difficult to 

sustain since the companies are likely to develop differently over time, 

making the collaboration unsuitable for the companies (Dawes et. al.1995). 

 

4.5.1.2. Direct export 

After using indirect channels of export the company may now be in a 

position to start with direct export. In direct export the company can use 

either agents or distributors as intermediaries (Tayeb, 2000). There is also 

the possibility to exclude any intermediaries and sell directly to the 

customers (Ibid). 

 

An agent is someone who is contracted with the company wanting to export 

(Ibid). The agent is usually only paid when a sale is contracted and is, 

therefore, a good option from a financial perspective. A problem that may 

occur is lack of control over the promotion of the product (Dawes et. al. 

1995). The after service is also difficult to manage for the export company 

when using an agent. Distributors are yet another option for the company. 

When a company and the distributor write a contract it means that the 

distributor includes the company’s brand into its other range of products 

before selling them on the market (Ibid). The cooperation is good for both 

parties and the exporting company has good control of how and where the 

product is sold. One disadvantage may be that the distributor sells a large 

number of products and probably will not do any effort to boost the sale of 

one particular product (Tayeb, 2000).  

 

Of course it is possible to exclude any intermediaries and sell directly to the 

retailers on the foreign market. It will take longer time because networks 

have to be built and good distribution channels needs to be found. The 

company has to do all the work itself. It will require more resources and 

investments than the other options but the company’s control over the 

export process increases (Samiee, 1998). 



 

4.5.2. Licensing 

This type of doing business means that a company, the licensor, transfers 

the rights to manufacture and sell a products on the external market to an 

individual or another company, the licensee, in return for compensation 

(Hibbert, 1997). Licensing is a good way to go for smaller firms due to its 

cost reduction. Licensing agreements cuts out the extra production, 

promotion and distribution cost of exporting (Dawes et. al., 1995). The 

initial problem is to find an appropriate licensee to begin with. Then, like 

when using other intermediaries, it is always a risk that the full sales 

potential for the product is not used. A licensor also have less control over 

how the product is marketed and profiled in the stores of the licensee 

(Lindén & Roos, 2005). The cost savings should be weighed in 

consideration to the relative lack of control. 

 

4.5.3. Franchising 

Franchising is another method of doing business that has grown lately and is 

when a new company buys the name of another company, and sell the same 

products as the existing company (Franklin, 1994). The franchiser has to 

pay a percentage of the gross profits to the franchisor company. (Hellsten & 

Osarenkhoe, 1967). A cooperation between two companies requires an 

agreement where the business concept, products, marketing, and the vision 

are mentioned (Hellsten & Osarenkhoe, 1967). 

 

Franchising seems be easier than other methods of doing business. The 

franchisers are given the possibilities to start a new business quickly where 

the brand is already known. If the brand and the image of a company are 

good, the franchisor has the advantages to expand its brand rapidly across 

countries and continents (Hellsten & Osarenkhoe, 1967). The franchiser will 

get education and access to a well known brand. There are some 

disadvantages with this method, and the main one being the loss of control. 

It means that, a franchisor company has too much control of the franchiser 

which prevents many companies to choose franchising as their way to do 

business (Chryssochoidis et. al., 1997; Hellsten & Osarenkhoe, 1967).                  

                                                                                                                                                                 



 

4.5.4. Joint Venture 

Joint Venture is when two or more companies get together to cooperate for a 

common purpose (Franklin, 1994).This is an opportunity for companies to 

internationalize themselves, and it method also divides the risk between the 

companies (Hellsten & Osarenkhoe, 1967). The costs to start a new business 

are very high; that is why it is easier to start a new project together with 

another company. Companies that become joint ventures share the cost and 

the resulting profit. A company that is involved in a joint venture can no 

longer make the decisions alone but has to corporate with the other 

company (Chryssochoidis et. al., 1997). A joint venture can give companies 

more resources, greater capacity, increased technical expertise, and establish 

markets and distribution channels (Franklin, 1994). Companies are given the 

possibility to take advantage of each others competence where they can 

learn a lot from each other. It may be difficult for companies to corporate if 

they are from two different countries, with different cultures, and different 

languages. Another reason is that one of the companies may think that the 

other company has a stronger competence that it really has. A 

misunderstanding or lack of communication can destroy a joint venture 

(Internet 2). 

 

4.5.5. Foreign direct investment 

A company with sufficient resources and knowledge about the new market 

can choose to invest directly. A foreign direct investment is defined as a 

long term investment by a foreign direct investor in an enterprise resident in 

an economy other than that in which the foreign direct investor is based 

(Internet 1). Here the degree of commitment and knowledge is important 

since the risk is substantially higher when entering a market this way. 

 

Greenfield investment is a direct investment in new or already existing 

facilities (Ibid). This generates jobs, know-how and may be an economic 

injection on that particular market, but it may also affect the local industry 

in a negative way. The investing company often has a cheaper production 

and can under-prize the local industries (Tayeb, 2000). The directly 



 

generated profit of the production goes back to the investing company and 

not to the local economy. 

 

Mergers and acquisitions that involve a relocation of existing assets from 

local firms to foreign firms are the main types of foreign direct investment 

(Internet 1). A cross-boarder merger creates a new entity from the business 

operations originating from different countries (Ibid). Cross-boarder 

acquisitions do not create a new entity but instead the local company 

becomes a part of the foreign acquiring company. Acquisitions do not 

generate any long term benefits to the local market, comparing to those 

generated from greenfield investments. Horizontal foreign direct investment 

is when a company in the domestic market invests in a company within the 

same industry on a foreign market (Ibid). Vertical foreign direct investment 

is dividend into backward or forward foreign direct investment. Backward 

investment is when a company on the foreign market provides input to the 

production of the company on the domestic market. Forward investment is 

when the foreign company sells what the domestic company produces 

(Dawes et. al., 1995).  

 

The figure below shows possible entry modes for domestic and external 

establishments:  

 

            
Figure 4:1 Options for international business. Source: Dawes, 1995, 17.  



 

4.6 Internet and direct export  

The entry mode strategies are the tools that allows for the company’s 

international business to be carried out. In the theoretical framework the 

most basic entry modes was presented to be export, licensing/franchising, 

joint venture, and foreign direct investment (Dawes et. al., 1995).  

 

A company established on and existing through the Internet can provide two 

different types of products or services to its customers, namely physical 

products or services and digital products or services (Lasry, 2002). A 

physical product requires shipment to the purchasing customer and it is only 

the transaction that occurs through the Internet. It also requires some form 

of physical establishment of the selling company, whether it might be a 

storage facility or a manufacturing facility. International trade with physical 

products requires a higher level of commitment to the foreign market than 

the distribution of digital products (Léger & Cassivi, 2003). With a digital 

product on the other hand, the entire transaction and delivery process is 

conducted through the Internet (Lasry, 2002). 

 

4.6.1. Classification of products provided through the Internet 

Products sold through an electronic channel like the Internet can be 

additionally divided into four product categories that are displayed in the 

figure below. 

 

 

Global 

 

Product Appeal 

 

 

Local 

 

Digital  Physical 

Nature of the goods 

Figure 4.2: Electronic Commerce Product Categories. Source: Lasry, 2002, 28 



 

Products placed in the upper left corner of Figure 4.2 are digitalized 

products that do not have particular local features and are therefore not 

country specific. The products are exclusively sold through an electronic 

channel. Products that can be placed in this category are software, digital 

music and online games (Lasry, 2002).  

 

Products in the upper right corner of Figure 4.3 are physical products that 

are not country specific. These products need a physical transportation to 

reach the customers. Products in this category are consumer electronics and 

computer hardware (Lasry, 2002).  

 

In the lower left corner are digital products, without any need for physical 

establishment, with country specific features. Travel and services and online 

brokers are examples of products placed in this category (Lasry, 2002). 

 

In the lower right corner are the physical products with a country specific 

feature like books and groceries. These products require physical 

transportation and have strong local features (Lasry, 2002).  

 

Companies providing digital global products are most likely to 

internationalize on an early stage, seeing that the product has a broad appeal 

and is accessible to the customer due to its digital nature (Ibid). Those 

companies that have products placed in the physical local category in the 

figure 4.2. will have to face the most challenges if they decide to 

internationalize due to the physical nature of their products and the need for 

physical shipment (Lasry, 2002).  

 

4.6.2. Physical products and the Internet 

When a physical product is sold through an electronic channel the company 

usually has entered the market through direct export. The direct export does 

not use any intermediaries but instead sells directly to the external market 

(Dawes et. al., 1995).  In those cases “[t]he Internet can be used as a vehicle 

that accommodates the process of conducting export business or a tool 

deployed for promotion, information and/or export revenue enhancement” 



 

(Samiee, 1998, p 5.) To sell physical products, regardless of whether they 

are country specific or not, require a company to have a very differently 

structured organization than that of a digitalized product company (Lasry, 

2002) & (Morgan- Thomas, 2004). In this case the Internet is mainly used as 

a sales and marketing channel in the same way that a catalogue or a 

television advertisement is used (Ibid).  

 

4.6.3. Digital products and the Internet 

A company that delivers its products in a digital format has no need for 

physical establishment. Digital products with a global feature are the most 

suited examples of this where the complete process from the transaction to 

the delivery of the product occurs solely through an electronic channel 

(Morgan- Thomas, 2004). Here the significance of the Internet had 

increased substantially and it gains the function of a virtual export channel. 

In those cases where the entire transaction and delivery process can be made 

through the Internet the electronic commerce channel is an important 

addition to the direct export (Samiee, 1998). It facilitates an immediate 

channel to the market for a company that sells digital products (Morgan- 

Thomas, 2004).  

 

The Internet is a useful addition which can handle all aspects of the 

transaction and distribution of a digital product (Lasry, 2002). Additionally, 

the interactivity of the Internet differentiates it from other distribution or 

sales channels since it allows for boundless interaction between parties (Liu 

& Li, 2004). 

 

 

4.7. Internationalization theories 

There are many existing theories and views on how to become an 

international company but we are just going to explain a few of them. We 

chose to cover these four theories below because they are internationally 

known and well established. Our choice of theories was also affected by our 

curiosity of how the physical process of more traditional internationalization 

takes place. Internet established companies have a different 



 

internationalization process. Having knowledge about more traditional 

theories will help us better understand external establishment through the 

Internet. 

 

4.7.1. The Uppsala Internationalization Theory 

The Uppsala Theory is one of the most accepted paradigms regarding the 

internationalization process of the firm. This model is based on that 

companies internationalize themselves first in the nearest countries then 

further away (Johanson et. al., 1994).  

 

In 1970 three Swedish researchers, Johanson, Wiedersheim-Paul, and 

Vahlne studied the internationalization process at the University of Uppsala. 

“The internationalization process model can explain two patterns in the 

internationalization of the firm” (Johanson & Wiedersheim- Paul, 1995 in 

Johanson et. al., 1994, 85). The first pattern explains the establishment 

chain, how the company gets engaged with the specific country market. 

From the beginning companies enter new markets by export and after a time 

with foreign sales subsidiaries and other types of establishment. This stage 

increases the commitment of resources of the market (Johanson et. al., 

1994). The second way is when a company already has information 

channels in the market that keeps it informed all the time about the market 

conditions (Johanson et. al., 1994). If the company has more information 

about the market it will be easier for the company to establish itself and to 

have more knowledge about the psychic distance, which means that the 

differences in the language, cultural, and political system will be easier to 

overcome (Vahlne & Wiedersheim- Paul, 1973 in  Johanson et. al., 1994). 

This will connect the company more with the market. The whole idea with 

this theory can be explained by the following example; a Swedish firm 

should expand first to the Nordic countries because of similarities in 

language, culture, and political system. Those factors are less similar in 

Europe, Asia and Africa. This is a dynamic model and it describes the 

internationalization of a firm as a process. “[The model] confirms that 

commitment and experience are important factors explaining international 

business behavior” (Johanson et. al., 1994, 86). 



 

The Uppsala Theory is a helping tool for many companies that want to 

establish themselves outside their domestic market, but like all other models 

the Uppsala Theory has also been criticized for several reasons. One of the 

reasons is that the model is too theoretical and it is not as appropriate to use 

in reality. 

 

Nordström (1990) says that stage-based models and theories have not really 

been of important value lately. This model is not as applicable now, because 

of the development of technology and in the global market. The market now 

is more homogeneous and the psychic distance is no longer a major issue 

because the culture and the economy are now more similar between 

different countries. Since the market has become more homogeneous, 

modern companies have begun to establish themselves like they do in their 

domestic market. These kinds of companies are good for the globalization 

process because they help to create a market without barriers. Nordström 

explains that many Swedish companies choose Germany, Britain or the 

USA as their first external establishment country instead of the 

Scandinavian countries (Nordström, 1990).The establishment process is not 

the same now and it is not as difficult as it was before, because the 

companies can now internationalize faster, and they do not have to consider 

some parts of the establishment chain in this theory.  

 

Another critique is that this model is important at the beginning of an 

establishment when the company does not have knowledge about the 

market, but if the company already exists in many countries then this factor 

is no longer a problem (Forsgren, 1998). Another reason is that, nowadays, 

it is easier for companies to get information and knowledge about how the 

market and business works and how to do business in other countries 

(Nordström, 1990). As previously mentioned, the market has been 

developed and so has people. There are more and more people now that 

work globally than there was before and the knowledge and integration of 

international markets is much higher. 

 



 

4.7.2. The Network Approach  

In this theory developed by Johansson and Mattson in 1988 the emphasis is 

on industrial relationships. The internationalization of a company largely 

depends on the degree of internationalization of the company, the degree of 

internationalization in its network and the degree of internationalization of 

the market (Ibid). The theory is a development of the more well-known 

Uppsala Internationalization Model. The Network Approach is based on the 

assumption that a company is not an independent unit but a part of networks 

created by contacts and relationships (Törnroos, 2002). Therefore one of the 

biggest obstacles for a company is that it lacks enough knowledge and 

sufficient connections to networks in foreign markets. When looking at the 

internationalization process of a company it will take into consideration the 

level of internationalization that exists in the network which the company is 

a part (Mutanen et. al., 2004). The degree of internationalization of the 

market in which it acts is considered as well. Johansson and Mattson states 

that it will have an affect on the internationalization process of the single 

company. Therefore, the progress and growth of a company depends on the 

progress and growth of its network of business relationships and on the 

market in which it acts (Ibid). It takes resources to build and sustain these 

types of relationships but being a part of a network gives the firm 

advantages and a position within a network is a valuable asset.    

 

The internationalization process in the Network Approach is performed by 

the company when it develops relationships and extends its networks 

outside its domestic market. Therefore, the internationalization process is 

simply an expansion of the company’s network outside its domestic market 

(Törnroos, 2002). A connection within one network can often result in new 

relationships in other networks. “In the initial stages the internationalizing 

company is engaged in a network that is primarily domestic” (Johansson et. 

al., 1994, 92) and the entry into foreign markets may prove easier if the 

company already have formed some kind of relationships on the foreign 

market that it wishes to establish itself on. This also means that the 

internationalization process of a company that is not a part of a network will 

prove more difficult, due to lack of or poor relationships.  



 

 

Johansson and Mattsson (1988) identified four types of internationalizing 

firms with regards to the degree of internationalization of the company and 

the degree of internationalization of the market.  

 

 
 

Figure: 4.3: Four types of internationalizing firms identified by Johanson and 

Mattson. Source: Mutanen et. al., 2004, 12. 

 

The four types of firms all exist in a different business environment before 

they choose to internationalize themselves.  The Early Starter does not have 

that many relationships; its knowledge about foreign markets is limited and 

because of this they it represents firms with a low level of 

internationalization (Törnroos, 2002). It operates in a business environment 

where the degree of internationalization of the market is low as well. Similar 

to the Uppsala Model, internationalization begins in nearby markets with the 

use of agents in order to take advantage of this external source of knowledge 

and to keep risks low (Mutanen et. al., 2004).  

 

The Lonely International has more knowledge of the foreign market and it 

can easier operate on that market successfully. The increased knowledge 

and experience makes it easier for the company to respond and adapt to the 

conditions of the foreign market. As mentioned before, the degree of 

internationalization within a network affects the single firm. The Lonely 

International now has an increased influence and may affect the 

internationalization process of other firms within its network (Törnroos, 

2002).  

 

The Late Starter exists in an international environment but without any 

higher degree of internationalization within the company. This firm can take 



 

advantage of its environment when deciding to become international. The 

problem for the Late Starter is that when it wants to increase 

internationalization it lacks the same knowledge and experience that exists 

in the rest of the network (Mutanen et. al., 2004). Understanding and, if 

possible, implementation of individual customer needs will be important if 

the firm wants to succeed with the internationalization process. 

 

At last there is the International Among Others with is a highly 

internationalized firm in a highly internationalized market. These companies 

are active and efficient and often use subsidiaries when increasing their 

positions in existing markets. The position it holds in the networks is used to 

expand and become a part of other networks (Törnroos, 2002). A well 

functioning management of the company is important when being in this 

stage but the strength of it allows for more risk taking. In this stage it is 

strong enough to attempt to enter the domestic markets of its competitors 

and to prevent its competitors from doing the same thing (Johanson & 

Mattson, 1988 in Hood, N. & Vahlne). 

 

Critique against this theory is that the Network Approach gives a too 

simplified image of the networks. The networks are complex and influenced 

by all partied involved but the Network Approach focus mainly on buyers 

and sellers. A case study conducted by Bernal, Burr and Johnson has 

highlighted the role of competitor networks as a source of competitive 

advantage where resource sharing, knowledge transferring, or sharing of 

distribution channels may promote growth and development (Scholl, 2006). 

 

The management and the effect that individuals can have on the 

internationalization process are also overlooked. Small start-up firms serves 

as a good example of where the individual plays an important role in the 

firm’s development.  Neither the size of the company has been paid much 

attention to in the Network Approach (Scholl, 2006). 

 

 

 



 

4.7.3. The Monopolistic Advantage Theory 

This theory explains that large firms internationalize their companies in 

order to have monopoly for their business activity. Additionally, the 

researchers claim that imperfections on foreign markets are why companies 

operate in other countries. Stephen Hymer did comment this 

internationalization approach by declaring that the only reason for a 

company to invest abroad is if the benefits a company has is not possessed 

by the local foreign competitors. Additionally, he says that market 

imperfections such as barriers which will prevent these foreign competitors 

to obtain attributes of the company is also necessary for companies that 

wants to invest abroad. Economies of scale in production and marketing or 

organizational management skills are examples of benefits that could be 

mentioned. (Bennett, 1999). The Monopolistic Advantage Theory (Hymer, 

1976) has two important key parts that is discussed. The first crucial key 

part explains the profitability of effective control that companies have over 

enterprises in more than one country. This effective control the companies 

gain makes them able to get rid of the competition of other companies. The 

second key part takes into consideration the unique advantages companies 

have over other foreign companies on their markets, thus in the foreign 

market. These two key parts helps a company to understand which 

circumstances that can provides it to control its position on the market in a 

foreign country. This advantage a company has gives it a greater possibility 

to have a better access to production than on its own home market. 

Companies that accomplish these two key parts do almost not have to invest 

additional costs on the foreign market. Furthermore, the Monopolistic 

Advantage Theory assumes that all companies are rational and that they act 

in the same way concerning foreign opportunities and investments (Hymer, 

1976). 

 

The theory means that the companies’ actions are results of the 

opportunities they have but critiques state that the actions are more out of a 

company’s cultural view of opportunity. 

 



 

It is interesting to see that all companies do not act identically even if they 

have the same opportunities. We can simply observe it by looking at two 

manufacturers launching similar products on a new market; these two 

producers will act differently. Unfortunately the Monopolistic Advantage 

Theory is not suitable for all international companies. Moreover this theory 

does not describe why a company wants to internationalize already from the 

beginning. (Dana, n.d) 

 
4.7.4. The Product Life Cycle Theory 

Ray Vernon’s (1966) theory looks at the internationalization process as 

depending on the product’s life cycle. It was built on the internationalization 

patterns of firms in the USA where the majority of the large multinational 

firms originated from during that time (Ibid).  According to Vernon a 

product pass through four different stages in its lifetime; the introductory 

stage, the growth stage, the maturity stage and finally the decline stage. In 

the initial stage the product is launched on the domestic for whom it was 

created. The product will grow and after a while it will reach the maturity 

stage. During the growth stage other foreign markets will slowly discover 

the product and it will be profitable for the firm to start exporting its 

product, partly because of economies of scale. When the demand increases 

and the export grows the firm should study the profitability to start 

manufacturing in the larger foreign markets, mainly because of economies 

of scale. A local production in the foreign market will lower the price of the 

product there and the costs for the company as well. The lower price 

followed by foreign manufacturing can increase the demand in other less 

developed markets where the product is now affordable (Törnroos, 2002). 

The product may have reached the decline stage on one market and while it 

on another market may be in the introductory stage and just started its life 

cycle on that market. An example of this is when a high-technology country 

sell produced products on its own market and on the market of countries 

with an equal level of technological development. Eventually the products 

will start to be exported and later manufactured to countries with an initially 

lower level of technological development (Internet 3). 



 

                                                                                                                                                                

The internationalization process depends on in which of the four stages the 

product is in on the domestic market (Törnroos, 2002). When the product 

reached the maturity stage on the domestic market it may well be in the 

introductory or growth stage in a foreign market. 

 

In 1979 Vernon himself published a critique on his model, stating that is 

was not as general as he had originally thought. The theory does not take 

into consideration firms that originate from domestic markets that are not 

large enough to sustain the product. Those types of companies may choose 

to internationalise from the start and the product life cycle on the domestic 

market is not useful for explaining the internationalization process. It is 

applicable on larger multinational companies but not on small new ventures. 

These smaller firms often start to sell the product on foreign markets before 

it has reached the maturity stage on its domestic market and are therefore 

not relevant. The theory also fails to consider the environmental differences 

on the markets (Törnroos, 2002). 

 

 

4.8. Internationalization through the Internet 

 

4.8.1. Introduction 

The Internet is a new marketplace and a new way to the international market 

for many companies. An increasing number of companies use the Internet as 

a sales, transaction and distribution channel into additional markets and it 

has had an impact on the business environment (Liu & Li, 2004). “It is 

arguable that the availability of the Internet greatly facilitates the rapid 

expansion of companies’ international operations as it removes all 

geographical constraints and permits the establishment of virtual branches 

instantly throughout the world and allows direct and immediate foreign 

market entry to the smallest of businesses” (Hamill, 1996 in Bennett, 1999, 

307). 

 



 

The idea about how a company is constructed, organized and in which form 

it exists has changed. The accessibility of the Internet and the possibilities of 

informational closeness will contribute to an increase of competition 

between companies (Havila et al., 2002). Competitive advantages are no 

longer gained by the use of the Internet, instead it is more or less required 

by a company to use the information technology to remain on the same level 

as its competitors ( Morgan- Thomas, 2004). 

 

The way a company’s cooperates with its employees, partners, suppliers and 

customers have also changed. Before the Internet customers was only given 

the possibility to get their requested products from the producers through 

distributors and retailers. Nowadays electronic commerce business can be 

done directly with the producer eager to offer services or products on the 

net. (Gates, 1999). The fast growing technology and digital information is 

changing the way organizations and people are working and thus the way of 

how to run businesses over organizational boarders. The Internet will move 

boarders between all kinds of sized companies (Gates, 1999).  

 

4.8.2. Advantages of Internet establishment and internationalization  

The following advantages are selected to highlight some of the benefits of 

the Internet in the establishment and internationalization of a company. 

There are also disadvantages for a company to use the Internet in its 

establishment and internationalization. Technological and security risks may 

threaten to shut down the entire activity of the company or to restrict 

functions in it (Ibid). A purchase from an Internet based company does not 

allow the customers to try or look at the product in the same way that they 

can in a physical shop. There are no sales personnel that can provide 

information and advice during the purchase. Therefore can the intangible 

purchase process be a drawback to a company. An Internet based company 

also has to rely on that people want and can go into its website and purchase 

services and products. The purchase requires that the potential customers 

have access to the information technology and is willing to purchase their 

products or services through the website (Liu & Li, 2004). We feel that the 

disadvantages to use the Internet in the establishment and 



 

internationalization process will not contribute further to the understanding 

and explanation of our research questions. Therefore, the disadvantages will 

not be considered further in this dissertation.      

 

During literature reviews about information technology a number of 

advantages with the Internet in general was defined. They are applicable to 

business establishment and are, given the subject of this dissertation, viewed 

from a business establishment and internationalization perspective. A 

summary of relevant theory helped us to select those main advantages, 

derived solely from the theory about the Internet, which we consider to be 

significant when it is considered as a way of establishment and 

internationalization.  

 

4.8.2.1. Physical distance 

Markets are less isolated and the barriers between countries and markets are 

increasingly more blurry. The distance between customers and companies 

has decreased because of the Internet. Thanks to the Internet the customers 

can order and get the product no matter where they are located. Customers 

do not care as much about the physical closeness of a supplier, as long as 

they receive their expected products at a reasonable price (Maloff, 1995 in 

Bennett, 1999). The Internet has been said to be the technology behind the 

new way for doing international business. It is easier and more effective to 

spread information about products/services without being constrained by 

geographical limitations (Bimer et. al., 1995).  

 

The slow and gradual process of internationalization, greatly influenced by 

the Uppsala Internationalization Theory, is known as the stages approach. 

“Using the Internet in particular is said to enable companies to leapfrog the 

conventional stages of internationalization, as it removes all geographical 

constraints, permits the instant establishment of virtual branches throughout 

the word, and allows direct and immediate foreign market entry to the 

smallest of businesses” (Bennett, 1999, 6). 

 

 



 

4.8.2.2. Flexibility 

An Internet based company is less restricted by aspects such as 

organizational structure and a slow changing process and are often more 

flexible. It takes time for a physically established company to carry out 

changes and adapt to new circumstances. A company established 

exclusively on the Internet gets an earlier access to aspects of the business 

world that it would not reach if it chose a traditional approach in the 

external establishment. It will be easier for the company to gain external 

connections and business activities, for example the export activity of a 

company, are based in an efficient way (Samiee, 1998). If environmental 

changes require it to change or adapt to new conditions the Internet based 

company has fewer aspects that need modification. (Tapscott, 1995). 

However, this is not a guarantee for the company to manage the changes 

affecting it. 

 

An organization that considers external establishment will have a larger 

number of aspects to review and assess since the functions in these 

companies are more. The need for intermediates is reduced thanks to the 

instant access between company and customer in an Internet based company 

(Ghosh, 1998 in Morgan- Thomas, 2004). It should be mentioned that there 

are also researchers which claim that the Internet implication in business 

activities increases the need for additional intermediaries instead of 

decreasing it (Samiee, 1998). 

 

4.8.2.3. Costs 

The Internet gives companies the opportunity to overcome the main 

advantages of larger multinational companies which benefit from economies 

of scale and access to resources (Tapscott, 1995). The establishment cost is 

less for an Internet based company than for a physically established one. 

With the advantages there are also risks involved, as with all types of 

company establishment but the Internet involves lower financial risk levels 

(Tapscott, 1995). Depending on whether a company that exists on the 

Internet sells physical or digital products, the requirements of establishment 

differ (see 4.6.1.). It may be an advantage for a company to have a standard 



 

product that is not country specific so it can reach more customers with just 

one type of product. Internet is a good opportunity for small and middle 

sized companies because they usually do not have the capital needed to 

afford the physical establishment in the same way as big multinational 

companies (Bimer et. al., 1995). Both the transaction and distribution costs 

are decreasing when companies use the Internet and that kind of electronic 

commerce system is generates a new type of relationship with their 

customers (Gates, 1999). 

 

When a product company is Internet based and supplies a global market it 

needs to send the product to customers all over the world. A company that 

establishes through the Internet is making its company available on the 

global market. As mentioned before, the type of products that are provided 

affect the degree of establishment needed. Physical products may require 

both manufacturing and storage facilities which are not needed if the 

company provides digital products. It is not expensive for any company to 

establish itself on the Internet; it will cost the same to communicate through 

the Web with customers locally and globally. This enables communication 

with customers closer to the local markets (Hedman & Pappinen, 1999).  

 

4.8.2.4. Relationships and knowledge 

To succeed with this kind of establishment the company needs to create a 

network, to understand and to have knowledge about the market (Bimer et. 

al., 1995). If companies understand and have knowledge about the market 

they will take advantage of the opportunities and try to avoid the threats. 

Business is now global and in this environment global relationships and 

networks thrive. The access to information and external relationships 

provided through the Internet should be considered before the choice of 

internationalization of the business activities is made. Networks of business 

clusters cooperate globally to achieve their business objectives (Tapscott, 

1995) 

 

 

 



 

4.8.2.5. Informational closeness 

The aspect of informational closeness is another advantage that an external 

establishment through the Internet gives. The Internet based company 

becomes a real time enterprise which means that it has the chance to adjust 

continuously because of the information closeness (Tapscott, 1995). This is 

an important factor in this context when looking at the product life cycles. 

The life cycle of a product today have in many cases decreased by more 

than half. In the economy before the information technology, a new product 

within the electronics area had a life cycle of a couple of years, now 

products in the same area have a lifespan of just a couple of months 

(Tapscott, 1995).  

 

The small and medium-sized companies can chose to enter external markets 

and not have to commit to the same extensive risk. They have the possibility 

to not produce and store more than what is needed, if they provide physical 

products. The cost efficiency and the lower risk involved in the 

internationalization allows small and medium sized companies to face 

external competitors in an earlier stage (Morgan- Thomas, 2004). If the 

company also provides a product with a short life cycle should the Internet 

with its closeness of information and flexibility be a good option when 

entering an external market. Earlier important information like financial 

information or offered products took a long time to receive. With the 

Internet this kind of important information is selected and collected for its 

customers, and is more accessible. The companies can in this way supply 

themselves with valuable information in a cheap way, without establishing 

any local offices (Gates, 1999). 

 
 

 

 

 



 

Chapter 5 

Analysis 

 
The analysis is presented. We combine the information from our performed 

case study and our theoretical framework to answer our research questions. 

Finally the result and analysis for each question is presented and 

summarized.  

  

 

 

5.1. Introduction 

In the previous chapter, we investigated in theory the internationalization of 

a company.  

 

Since the company only exists on the Internet it was interesting to study if 

the traditional theories could explain the internationalization of CDON and 

why the company chooses to reach its domestic and external markets with 

the use of the Internet. To be able to give explanations to these questions we 

conducted a case study on CDON that included the collection of secondary 

data and an interview with the company’s CEO, which we combined with 

the theoretical framework. In this following chapter we start by presenting 

our three research questions followed by the primary and secondary data 

that are compared and analysed with each research question. Finally, the 

summary of the analysis is presented in the conclusion.  

The analysis focuses on three research questions: 

 

1. Can the internationalization of CDON be explained by traditional 

internationalization theories? 

2. Can CDON’s use of the Internet, as a way to reach the domestic and 

foreign markets, be explained by traditional internationalization 

theories?  

3. Why did CDON choose the Internet as a part of its way of 

establishment and internationalization? 



 

5.2. Analysis of Research question 1 

1. Can the internationalization of CDON be explained by traditional 

internationalization theories? 

 

5.2.1. Analysis based on The Uppsala Internationalization Theory 

There are factors that the Uppsala Theory and CDON have in common 

when it considers the internationalization of a company. The Uppsala Model  

is based on the theory that companies should internationalize themselves 

physically first in the nearest countries then further away (Johanson et. al., 

1994) and that is exactly what CDON has done. The company established 

itself first in the Nordic countries then, worked further away, in some of the 

European countries. The Uppsala Internationalization theory also states that 

companies first enter new markets by exporting and after some time they 

use other kind of establishment (Ibid). CDON uses direct export in 

combination with the Internet when it considers its products. It uses the 

direct export for physical products and the Internet for its digitalized 

products. 

 

Some other factors a company should consider according to this theory are 

the distances in languages, cultures, and the political systems (Vahlne & 

Wiedersheim- Paul, 1973 in Johanson et. al., 1994). The information about a 

market when establishing a company is important (Johanson et. al., 1994). It 

was obvious for CDON to follow the theory related to these parts because 

the company had more knowledge about the Nordic markets and the psychic 

distance is smaller between these countries because of the similarities in 

language and culture. To have knowledge about a market makes the 

internationalization of a company easier. The fact that the market is 

homogeneous and the psychic distance is smaller between the Nordic 

markets made CDON interested in establishing itself in these countries at 

the same time as it launched the company in its domestic market. After the 

company had been established in the Nordic countries it was time to take the 

next step, to internationalize CDON in countries close to the Nordic 

markets, some of the European countries. 

By having information about a market the company was able to take 



 

advantage of opportunities and try to avoid possible threats. The owner 

MTG, Modern Times Group also provided CDON with information about 

the markets because MTG already existed in the Nordic countries and some 

of the European countries which CDON established itself in. The 

information CDON had about these markets made it easier to know if its 

products were suitable in the countries it was established in. For example 

since the company also provides digitalized products it was not sure that 

these products are successful all the countries it is established on. Through 

MTG the company increased its commitment in these foreign markets.  

 

As mentioned before the psychic distances in languages, culture and 

political system are important when a company considers establishing itself 

in a foreign country. (Vahlne & Wiedersheim- Paul, 1973 in Johanson et. 

al., 1994). MTG created a smaller distance between the company and its 

customers in the different markets since MTG was helping CDON with the 

advertisement and to reach potential customers. 

 

CDON’s European website is not profitable, and the reason might be that 

the psychic distance is bigger in the European than in the Nordic countries. 

Another reason may be that MTG does not exist in all of these European 

countries. Many people in the Nordic countries like Swedish music because 

there are no big differences in the countries music style whereas the 

difference most likely is bigger in other European countries. 

 

The psychic distance also includes the languages. Since customers can only 

reach CDON by mail it is easier for the Nordic customers to communicate 

with CDON even if they write in their own languages because of similarities 

between the Nordic languages. It is more difficult for the European 

customers since there are bigger differences in the languages and they are 

offered no other opportunity than to communicate with the company in 

English. The website is probably more appealing for Nordic customers 

because of the language similarities and because of the music assortment 

that partly consist of local artists. Seeing that the culture is similar in the 

Nordic countries the company can offer the same products as it offers in its 



 

own country. The local music style is alike in the Nordic countries because 

of the similarities in culture. This makes CDON’s products preferred in 

these countries.  A major part of the products which CDON sells are digital 

product and product development allows for further digitalization of the 

company’s current assortment. The products are in general of a more global 

and digital character (see 4.6.1.) and have a broad customer base. The 

Swedish music actually is popular in other European countries but more so 

in the Nordic countries. CDON also have books in the assortment but they 

are currently only available to the Swedish customers. The books are a type 

of product which is country specific and of a physical character and do not 

have the same customer base as the more global products. The fact that the 

Nordic countries are developed and the cultures are similar, makes the 

attitude of the people, when it comes to the usage of the Internet, the same. 

More and more people are getting used to Internet in the Nordic countries 

and that predicts a bright future for the company according to Mr. Olander. 

  

It is not going as well for the company in the European countries and the 

reason might be the differences in the psychic distance. As mentioned 

before the psychic distance is big between the European and the Nordic 

countries. It is possible to say that CDON has followed crucial parts of the 

Uppsala Theory when the company internationalized itself.  

 

5.2.2. Analysis based on the Network Approach Theory 

In the case of CDON the network in which the company would exist in had 

a large influence over its internationalization process. As mentioned in the 

case study in the previous chapter, CDON is owned by the company MTG, 

an international entertainment broadcasting group. The initiative to create 

CDON came from MTG and even before the launch it was decided that 

CDON would establish itself in three Nordic countries, Sweden, Denmark, 

and Norway, simultaneously.  These three countries were selected partly 

because MTG owned television channels in all three countries. When 

established, CDON could use MTG’s television channels in Sweden, 

Denmark and Norway for marketing purposes. 



 

Furthermore, the Network Approach states that the internationalization 

process will be easier if the company about to enter a foreign market is a 

part of a network with a high degree of internationalization. The degree of 

internationalization in the MTG network had an effect on CDON’s 

internationalization. In addition to this, MTG’s knowledge and experience 

of the foreign markets that CDON was about to enter made the launch 

easier. When CDON was launched it expanded and became a part of the 

MTG network. The Network Approach Theory is applicable in the initial 

internationalization mainly in the Nordic countries. There CDON’s 

internationalization was influenced by the MTG network and the network 

affected the initial choice of countries. Later the internationalization process 

was not as closely linked to MTG’s network and CDON also 

internationalized itself in additional countries, such as the Netherlands and 

Spain, were MTG did not have an existing network that CDON could take 

advantage of. However, CDON may have generated relationships and linked 

with other networks, with the help of the MTG network, in those markets it 

established next and where MTG was not present. However, we found no 

support of that in our interview with CDON’s CEO. 

 

The Network Approach divides companies into four types of 

internationalizing companies, which are based on the company’s degree of 

internationalization combined with the degree of internationalization on the 

market, but it is difficult to clearly place CDON in any of these four 

categories. The Early Starter has a low degree of internationalization in the 

company and on the market it operates in. The Lonely International has a 

high degree of internationalization in the company but operates on a market 

with a low degree of internationalization. CDON was an instantly 

internationalized company on a market that has a rather high degree of 

internationalization. Especially CDON’s Internet based competitors are 

highly internationalized and appear to have internationalized themselves in 

the same way as CDON. Therefore, CDON can not be classified as an Early 

Starter or a Lonely International and these two categories will not be 

discussed further in this analysis.   

 



 

The other two categories in the Network Approach are The Late Starter and 

The International Among Others. The Late Starter operates on a highly 

internationalized market but has a low degree of internationalization in the 

company itself. This can not be said for CDON which has a high degree of 

internationalization internally and operates in an internationalized market. 

However, The Late Starter’s business environment is highly 

internationalized which is the case for CDON as well but we do not consider 

this to be enough to categorise CDON as a Late Starter.  

 

The International Among Others is a highly internationalized company and 

operates in a highly internationalized market and this are features that 

CDON can be said to possess have in its current position. Before and during 

the internationalization CDON used its position in the MTG network to 

connect to other networks that reached outside the Swedish market. CDON 

acts in an internationalized business environment and is itself an 

internationalized company, resembling an International Among Others. 

Despite this, the category is not applicable on the company before its 

internationalization seeing that CDON became internationalized at the same 

time as its establishment. The company categories mentioned above are 

developed on the basis that the company is established on a market before it 

becomes international but CDON went through a synchronized 

establishment and internationalization and can therefore not be clearly 

placed in any of the four categories.  

 

We regard the simultaneous domestic and foreign launch of CDON as the 

main reason why neither The International Among Others nor any of the 

company categories mentioned above have a substantially high explanation 

value for the internationalization of CDON. 

 

5.2.3. Analysis based on the Monopolistic Advantage Theory 

CDON was an international company from the start. At the same time as 

CDON’s launch on the domestic Swedish market the company was also 

established in Denmark and in Norway. Later CDON gradually continued 

its activities in twelve other European countries. The Monopolistic 



 

Advantage Theory explains internationalization to depend on the possible 

monopolistic advantages a company can gain if it enters a foreign market. 

The barriers that prevent other companies on that market to gain the same 

advantages are also important. The reason for CDON’s internationalization 

was not because it had sources of unique superiority over competitors and to 

have monopoly in any of the foreign markets. Since CDON was not 

searching to gain monopolistic advantages this theory fails to explain 

CDON´s internationalization and establishment. Consequently, the theory 

reflects on companies that first have operated in their local markets and will 

gain unique advantages over competitors on the foreign markets they wish 

to invest in, before they establish themselves there. Thus, CDON’s 

internationalization is not fully supported by the Monopolistic Advantage  

 

The Monopolistic Advantage Theory assumes that all companies are 

rational and therefore acts in the same way concerning foreign opportunities 

and investments. This factor is another reason why the Monopolistic 

Advantage Theory fails to give an explanation to CDON’s 

internationalization. The mentioned factors are the reason why we will not 

give additional information about this theory in relation to the 

internationalization of CDON. 

 

5.2.4. Analysis based on the Product Life Cycle Theory 

CDON did not base its decision to internationalize the company on the life 

cycles of its products. The company sells both physical and digital 

entertainment products and services and it is a rapidly developing market. 

There is a need to renew the product assortment and come up with new 

services for the customers and CDON’s music download project together 

with MSN Music is one example of that. However, we do not regard the 

renewal and development of product and services to have any effect on 

which foreign markets CDON choose to establish itself on. As a result of 

that we will not consider this theory further in relation to our first research 

question.    

 

 



 

 

5.2.5. Summarised analysis of Research Question 1 

To summaries, if the internationalization of CDON could be explained by 

traditional internationalization theories, we can found that neither the 

Monopolistic Advantage Theory nor the Product Life Cycle Theory have a 

good explanation value for our first research question. The Monopolistic 

Advantage Theory assumes that companies establish themselves on a 

foreign market only if they can gain monopolistic advantages on that market 

and have control over the competitors. Furthermore, the theory does not 

apply to companies that become internationalized instantly. The Product 

Life Cycle explains internationalization as dependant of the life cycle of a 

product. CDON’s internationalization was not affected by the life cycles of 

its products and the theory is therefore not relevant. 

 

The internationalization process of CDON can be explained by the Uppsala 

Internationalization Theory to a certain extent because of the gradual 

internationalization. CDON launched on the Swedish domestic market and 

in two other countries simultaneously. The Uppsala Internationalization 

Theory does not consider instant internationalization but the establishment 

in some of the Nordic countries can be seen to follow a gradual 

internationalization due to the choice of countries. The later 

internationalization in other European countries that were within a relatively 

close geographical and psychic distance also follows the gradual external 

establishment which is described in the Uppsala Theory.  

 

The Network Approach can add additional explanation value. In general, the 

internationalization in the Network Approach Theory explains 

internationalization as dependant on industrial networks. CDON is a part of 

the MGT network and the company expanded into MTG’s network at the 

time of the launch. The network that the company became a part of affected 

the internationalization of CDON and was used to enter other markets by 

becoming linked to additional new networks. The initial internationalization 

in the Nordic countries that CDON follows the Uppsala Internationalization 

Theory seeing that the internationalization occurs in stages. The Network 



 

Approach Theory is also applicable in the initial internationalization due to 

the usage of the MTG network to enter markets where MTG existed but it 

looses significance when CDON internationalized to additional countries in 

Europe in which MTG is not active.   

 

To conclude the analysis of research question one, the Uppsala 

Internationalization Theory together with the Network Approach Theory 

can explain the main part of CDON’s internationalization but the theories 

are not fully applicable in the case of CDON.  

 

 

5.3. Analysis of Research question 2 

2. Can CDON’s use of the Internet, as a way to reach the domestic and 

foreign markets, be explained by traditional internationalization theories?  

 

5.3.1. Analysis based on the Uppsala Internationalization Theory 

The Uppsala Internationalization Theory says if a company wants to 

internationalize itself, grow, and reach a global market it has to begin to 

internationalize itself step by step, where the languages, culture, and the 

political system are more similar to that of its domestic country. This is the 

opposite of the Internet because Internet is a good way for companies who 

want to reach a bigger market and get internationalized rapidly. Even 

though there are many similar factors can be found, Uppsala Theory can not 

explain why CDON’s uses the Internet, as a way to reach the domestic and 

foreign markets. We can see that even the Uppsala Internationalization 

Theory mentions that companies should use export when they enter new 

market it does not mention the Internet as a part of the export at all.  

 

5.3.2. Analysis based on the Network Approach Theory  

The Network Approach Theory does not offer any explanation value to our 

second research question. How to reach a market or in which way it should 

be done is not discussed in this internationalization theory but instead the 

focus lies on what the internationalization process depends and what it is 



 

affected by. Therefore the theory can not be used to answer our second 

research question. 

5.3.3. Analysis based on the Monopolistic Advantage Theory 

The explanation of CDON’s internationalization through the Internet in 

combination with the Monopolistic Advantage Theory lacks relevance in 

this case. The first obstacle for the explanation is of course that there is no 

mentioning about the Internet at all in the theory. This could be a result of 

the Internet being quite recently applied by companies and researchers are 

still working on a theory suitable for Internet based companies.  

 

Market imperfections are seen as the reason for companies to invest in 

foreign markets, this is because the imperfections are barriers for CDON’s 

competitors to achieve control on the market CDON is established in. The 

Internet is a borderless global market place for companies to establish 

through. There are scarcely any customs or particular rules to follow which 

CDON has to think about. Looking in the Monopolistic Advantage Theory 

this would not encourage CDON to launch abroad but at the same time this 

might mean opportunities for Internet based companies as well as risks.   

 

To summarize, the relation between the Monopolistic Advantage Theory 

and the explanation of the internationalization through the Internet for 

CDON we can say that the Monopolistic Advantage Theory does not 

support the use of the Internet in this case. As a result of this it will not 

discussed further in connection to this question in the analysis.  

 

5.3.4. Analysis based on the Product Life Cycle Theory  

The Product Life Cycle theory does not hold any larger value to us when we 

discuss whether or not the theory can explain CDON’s use of the Internet to 

reach markets. Different ways to enter a market is briefly mentioned in the 

theory and the first international trade for a company is then usually an 

export activity of some sort. CDON has used the direct export which does 

not involve intermediaries in the process. If the foreign demand increases 

the company can use other entry modes, like agents, licensing or foreign 

direct investment, to conduct its international business. Then it may be 



 

worth while to increase the level of risk and commitment. The type of entry 

mode that the company chooses is affected by the level of risk and 

commitment as well as of the long term strategy of the company (Tayeb, 

2000). If a company uses the Internet in combination with direct export to 

conduct its international business the level of risk is relatively low compared 

to other entry modes. Physical establishment is not needed, or the need is 

limited, and the Internet makes an instant global establishment possible 

relatively easy. CDON’s only physical establishment is the head office in 

Malmö and its stock in Sweden. Regardless of in which way a company 

reaches a market, neither the entry modes nor the sales or distribution 

channels do explain the internationalization of companies. The theory has 

little significance to us in relation to our second research question since it 

does not discuss the mode of entry. 

 

5.3.5 Discussion about Internet’s role in relation to market entry  

During the process of this dissertation questions arose about the role of the 

Internet in business establishment and market entry. A discussion, which 

contain some personal opinions, around this is needed to clarify how we 

consider the Internet’s role to be in relation to market entry and 

internationalization.   

 

Developments in information technology have facilitated the growth of 

companies that through virtual stores can reach out to external markets 

(Ibid). The usage and implementation of the Internet in daily business 

activities has been widely implemented. However, companies differ in their 

degree of commitment and implementation to the new technology and use it 

for various purposes and in different parts of companies’ business activities. 

When it is used as one channel through which they reach customers or 

potential business partners in other markets its function differs.  A website 

can be either a just source of information or a virtual online store where 

transactions and distribution of goods are made and information is found. 

CDON’s website is an example of the latter. The company has both physical 

and a growing number of digital products in its assortment. Products such as 

music, games and movies are suitable to sell through the Internet seeing that 



 

many of them are standard products without strong country features and 

appealing to a broad group of global customers.  

In the theoretical chapter (see 4.6.1., 4.6.2 and 4.6.3.) the Internet in 

connection to the sales of both physical and digital products with varying 

degrees of country specific features was presented. CDON provides both 

digital and physical products where some have more local features than 

others, books being one example of physical products considered as country 

specific. CDON’s website provides information to potential customers and 

other interested parties as well a being an online virtual store. When a 

physical purchase is made it is just the transaction which is performed on 

the website. Physical products then require physical distribution from 

CDON’s stock to reach the customer and, therefore, export is how it enters 

the market. Direct export means that no intermediaries are used but instead 

the company sells directly to the external market and the customers (Dawes 

et. al., 1995).    

 

The procedure of a purchase of digital products differs from a physical one. 

Information technology makes it possible to perform the entire transaction 

and distribution through the Internet. No physical export is needed since the 

Internet the whole process from the supplier to the consumer takes place 

online. Some researchers then refer to the Internet as a virtual export 

channel (Lasry, 2002) (Morgan- Thomas, 2004). However, in the case of 

digital products we believe that it can be said to have a more important role. 

Due to the nature and complexity of the Internet which distinguishes it from 

other information and sales channels, we believe it is possible to see it as a 

new dimension to export and market entry. It is not a completely new way 

to enter a market but it is an important addition to the export entry mode. In 

a jurisprudential perspective the Internet may be viewed as an entry mode 

strategy and electronic commerce system is, besides the traditional mode of 

entries, mentioned as one of the contractual methods used to enter foreign 

markets (Lindén & Roos, 2005). When entering a foreign market through 

the Internet the agreement, for example the purchase of a product, between 

the parties located in different countries identifies the contract with an 

electronic signature. The electronic signature is created by a software 



 

system and it verifies the reliability of the message sent (Lindén, B. & Roos, 

G., 2005). The possibility to make an agreement between two parties and 

enter a foreign market with the electronic signature makes it possible to 

view the Internet a mode of entry from a legal perspective. When not 

thinking of the Internet from a juridical viewpoint then it is not possible to 

fully define and support Internet being a mode of entry.  

 

We do not consider the Internet to be a completely new entry mode. 

However, we believe that in relation to the nature of purchase and 

distribution of digital products it can be viewed as an additional dimension 

to the export mode and not just as a sales and distribution channel.   

 

5.3.6. Summarised analysis of Research Question 2 

To summarise the analysis of our second research question we can see that 

none of the four internationalization theories can explain CDON’s choice to 

use the Internet to reach its target markets. The internationalization theories 

explain internationalization as dependant on something or they explain why 

international companies exist. They do not consider in which way 

companies do to reach and enter markets. Therefore, they do not have any 

relevance to our second research question and will not be considered further 

in connection to this question. Finally a discussion was made around how 

the Internet can be used to reach and possibly enter new markets.  

 

 

5.4. Analysis of research question 3 

3. Why did CDON choose the Internet as a part of its way of establishment 

and internationalization? 

 

5.4.1. Introduction  

In the first research question we investigated if the internationalization 

theories could explain CDON’s internationalization. We find out that the 

Uppsala Internationalization Theory and the Network Approach Theory can 

explain some aspects of CDON’s internationalization; however they do not 

provide a complete picture of CDON’s internationalization. In the second 



 

research question we investigated if the use of the Internet to reach its 

domestic and foreign markets could be explained by traditional 

internationalization theories but did not find any correlation. The third 

research question aims to explain why CDON chose the Internet as a part of 

its way of establishment and internationalization. The case study showed a 

number of positive aspects that the implication of the Internet would mean 

and that CDON considered before the domestic and external establishment.  

 

5.4.2. Positive aspects that influenced the choice of the Internet 

[“Together with the introduction of the information technology”…] 

(Fredholm .P, 2002 p.21) a company’s whole business process, or some 

parts of it, can be digitally performed in the areas of marketing, distribution, 

purchasing or payment. Thus the business activity one company has can 

take place in different extents electronically (Fredholm .P, 2002). The whole 

business process of CDON is dealt digitally, except the delivery of various 

physical products and some marketing. The choice of the usage of the 

Internet for companies as a whole or part of the business activity is 

controlled by different conditions the companies is in.     

 

CDON had important grounds to choose the Internet to become 

international at the start of the company. This choice was based on a number 

of positive aspects that brought the most advantages to CDON. The choice 

of the Internet was among other things influenced by the company’s 

business concept, the ownership of CDON and the type of the product. 

Below there are six aspects that CDON considered when it chose the 

Internet to reach new markets.  

 

5.4.2.1. Knowledge and relationships 

The owner and establisher of CDON, namely MTG, was one of the most 

important aspects and at the same time an initially aspect for CDON to 

firstly establish the company and secondly to become international through 

the Internet. The owner MTG currently have business activities in 

Scandinavia and in the Baltic countries and are familiar with many of the 

external markets CDON has established on. CDON has business activities in 



 

twelve of these countries MTG has its networks and relationships in which.  

Thus the owner and establisher’s knowledge and relationship built up by 

MTG presented good opportunities for CDON from the beginning of the 

establishment. It took advantage of MTG’s networks and could avoid risks 

that it might had disregarded without the extensive knowledge from MTG. 

MTG possessed information such as marketing contacts and logistical 

solutions that was useful for CDON. The degree of internationalization 

within the network is often combined with the company’s strategy of an 

early internationalization. Companies that have a business concept which 

involves international business gain to extend their relationships and 

networks outside the domestic market. These types of companies are often a 

part of a highly internationalized network.  

 

5.4.2.2. Product 

MTG as the owner and an important source for CDON is active in the 

entertainment sector with its TV-channels and radio-channels. As a result 

MTG´s knowledge and relationships was essential for CDON when 

considering selling music, movies and other entertainment products through 

the Internet. In addition the product assortment CDON provides is suitable 

to sell through the Internet. Mainly because since the entertainment market 

is homogenous it made it easier for CDON to offer the similar product 

trough the Internet in the countries it is established.  

 

Music, movies, and later added digital products such as mp3-players are the 

kind of entertainment CDON provides to its customers on its website. Some 

of the products are digitalised and the customers can choose to buy the 

digitalised product if they do not want them sent to their home. It also 

provides downloads and one example of that is the movies that can be 

downloaded to a computer. The customers can purchase a movie and then 

start watching it directly on their computers.  

 

The fact that the customers are not able to try, feel and look at the products 

that CDON sells do not make them negatively affected because the 

company offers standard products, therefore, the customers have no need to 



 

try and have any physical contact with it to be sure it is the right purchase. 

The customers do have knowledge about the products they wish to buy and 

the customers know which CD to buy from a certain artist. With a standard 

product the company also reaches a bigger market by offering its products 

in many countries. Another advantage with CDON’s products is that they 

also are easy to send to the customer by ordinary mail and the delivery costs 

are reasonable not to mention the cost of the products.  

 

5.4.2.3. Costs 

Even though CDON have to send its products to customers all over Europe 

the Internet is still a more cost-effectively sales channel for it than a 

physical shop. The low costs of the sales process is beneficial for CDON 

seeing that the marginal profits on CD records are quite low.  Another 

reason is that the products CDON offers are relatively small and its 

logistical costs are not too high. Therefore, it is cheaper to send its products 

to the customer than to establish the company physically. Because CDON is 

Internet based it is also possible to have only one office from which the 

whole organization is managed. If it were to have offices in every country it 

is established in it would increase the company’s expenses which 

consequently would mean an increase of the prices of the products. 

  

The Internet is from many perspectives flexible for CDON and the choice of 

the Internet generated lower establishment, distribution, and transaction 

costs compared to a physical establishment and internationalization. If 

CDON would have established itself physically with the help of an agent, 

licensing or through foreign direct investment the establishment would 

mean additional cost and extensive preparations. The low costs to sustain 

and develop its business activities made it possible for CDON to invest 

more in other things, such as a larger central stock, than the physically 

established companies have possibility to do.  

 

5.4.2.4. Flexibility 

The Internet is not only a cheap sales channel as earlier mentioned it is also 

a good sales channel though which CDON can avoid many of the 



 

complications that might occur if an entry mode for example such as export 

or licensing was used. When a company chooses its mode of entry it has to 

consider aspects like expected return, cost of entry, risk, commitment and 

level of control (Tayeb, 2000). The Internet let CDON to have a high level 

of control, a low risk and a low required commitment that together result in 

a good return. For CDON it was important that the company could 

internationalize itself instantly at the same time as it entered the domestic 

market.  The Internet is flexible and fast and became the obvious choice for 

CDON. The internationalization process takes considerably less time than a 

more physical establishment on a foreign market would because it does not 

necessarily require any additional investments for the company. The website 

is the base of the business activity and the customers can access the website 

and perform their purchases any time they want. CDON does not have to 

adapt to the customers in the same way as a physical company.   

 

CDON is less restricted by aspects such as organizational structure. An 

organization that includes some form of physical external establishment will 

have a larger number of aspects to review, monitor and assess since the 

divisions in such a company are more. It takes time for a physically 

established company to carry out changes and adapt to new circumstances. 

If the business environment in which the company and its competitors act is 

altered, CDON can quickly adapt itself to the new circumstances and, 

therefore, gain a competitive advantage over its competitors.  However, we 

realise that this is not a guarantee for the company to successfully manage 

potential changes that affects it (Tapscott, 1995). 

 

Seeing that CDON is based exclusively on the Internet it has better 

opportunities to gain external connections and its organisation is built in a 

flexible way. The business environment that CDON exist in is to some 

extent influenced by the relationships and networks that it is a part of and 

which is a significant factor in the Network Approach Theory. CDON’s 

business networks consist of customers, competitors and partners and for 

CDON it is vital to have a flexible way to communicate and do business. 

CDON’s business environment is characterised by a fairly high degree of 



 

internationalization and a number of its Internet based competitors 

internationalized themselves in an early stage. The early entry on the global 

market appears to be one feature that CDON and its Internet based 

competitors have in common. To manage such a rapid expansion the 

founders of CDON saw the Internet as the obvious choice.  

 

The similarities in the languages in the Nordic countries made the first 

internationalization process easy for CDON. The transport of documents 

and the customs between the countries were two systems that were time 

consuming to construct but that would simplify future foreign business 

activities. Since the website is available in the different Nordic countries 

and other European countries, it is necessary for CDON´s business system 

to adapt to those countries exchange rates and their different rates of value-

added tax, VAT.  

 

5.4.2.5. Distance 

For an Internet based company such as CDON the difference between an 

establishment on its domestic market and an establishment on an 

international market was not as big as it would be for a physically 

established company. The global market has been transformed and the 

separate country markets are now more homogeneous mainly thanks to the 

Internet. The conditions on the global market have changed in part due to 

market reforms such as the four freedoms that include free movement of 

people, capital goods and services within the European Union. It has made it 

easier for companies to expand on foreign markets and the geographical 

distance between markets and people appears to have decreased. Thanks to 

the Internet CDON’s customers can order and get the product no matter 

where they are located. The company’s stock is located centrally in 

Scandinavia but it only means a marginally longer delivery time of the 

products to customers outside Scandinavia. The logistical and distributional 

costs are still lower for CDON than they would be for a physically 

established company which makes it more advantageous with an Internet 

establishment than a physical establishment. 

 



 

 

 

5.4.2.6. Informational closeness 

The aspect of informational closeness is another advantage that an external 

establishment through the Internet gives. [CDON became] a real time 

enterprise which gave them the chance to adjust continuously because of the 

information closeness (Tapscott, 1995). The life cycle of a product is 

significantly shorter now than it was twenty years ago. CDON need to be 

able to monitor the developments on the market to detect required changes 

of the product assortment and adapt to them. In the economy before the 

information technology, a new product within the electronics area had a life 

cycle of a couple of years, now products in the same area have a lifespan of 

just a couple of months (Tapscott, 1995). 

  

The Internet is a medium available to a large number of potential customers. 

CDON’s website facilitates it to spread important information, communicate 

and sell its products to the customers (Hedman & Pappinen, 1999). CDON 

also transfers information on the website which is of importance for it to let 

other external parties to have knowledge about. The informational closeness 

that the Internet supplies CDON provides it to easier build up and maintain 

networks and relationships. 

 

With the Internet important information is collected and published on the 

website by CDON to its customers, which is easier accessible compared to 

the information the customers may get from the physical shops. The 

customers are another informational source that CDON gains important 

information from. CDON’s customers are required to give information 

about themselves when registering to be able to purchase products on the 

website. The information is later used by CDON in many aspects such as 

personalised offers and the review of vital customer variables. This 

consequently gives CDON an opportunity to know more about its customers 

and get a personalized contact with them. Moreover, CDON gains 

information about customers’ purchase habits due to the information the 

customers fill in when they purchase something on CDON’s website.  



 

CDON has access to this type of information easily and to a low cost 

through the Internet.  

 

 

  

These six aspects in the model below we revealed was and still are vital 

aspects for CDON when deciding to apply the Internet to become 

international. The company considered these aspects as when becoming 

international through the Internet. They are an international company that 

provides its products to customers in their domestic market as well as in 

different foreign markets. Our model is a simplified illustration of the 

aspects from which CDON viewed the different aspects to reach the 

domestic and foreign markets. The costs, product, distance, flexibility and 

informational closeness are general aspects that many companies may 

consider when establishing itself but the knowledge & relationships is an 

aspect that is individually applicable for CDON. 

 
 



 

Figure 5.1: Considered aspects when CDON chose the Internet. Source: 

own model 

 

This model is mainly applicable for CDON since our investigation includes 

a study of CDON. Together from the information presented in chapter 3 in 

the case study on CDON we distinguished these six fundamental aspects for 

this Internet based company. Alternatives to reach intended markets were 

viewed from these aspects and they also display positive results of the 

Internet usage. If looking at other Internet based company’s we believe the 

possibility to find similar aspects is high, hence these six aspects would 

possibility be relevant for other Internet based companies.  
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5.4.4. Summarised analysis of Research Question 3 

Through our research we found a number of fundamental positive aspects 

that can contribute to the explanation why CDON chose the Internet as a 

part of its way of establishment and internationalization. The aspects were 

taken into consideration during the creation of the company. CDON’s 

business concept is to sell entertainment products to a low price and 

CDON’s founders needed to find a suitable media that would allow them to 

realize that concept. The company was to become internationalized at the 

same time as the establishment on the Swedish market and did initially not 

want to have a high level of commitment to the markets it entered. That put 

additional requirements on the entry mode as well as in what way the 

company was supposed to perform its business activities. The defined 

business concept limited the choices but used as a guideline to find the most 

suitable way to establish CDON. Export is in general the first step into a 

new market for a company that is initiating its international business 

activities (see 4.5.1).  

 

The evaluated aspects can be summarised in the following six positive 

aspects which are knowledge & relationships, product, costs, flexibility, 

distance and informational closeness.  

 

The first aspect is knowledge and relationships. The MTG network played a 

vital role in CDON’s domestic and external establishment. The knowledge 

that MTG has about a number of foreign markets were CDON’s initial 

establishment took place did benefit the company. Relationships eased the 

external establishment since the company could use the relationships of 

MTG in the external markets. 

 

The second aspect is the product itself. CDON offers many standard 

products of a global character within the entertainment sector. Standard 

products are well suited to be sold through the Internet since they do no not 

require that the customers can try, feel and look at the product. The market 

for entertainment products has become more homogeneous which for 

CDON means that the same products are popular on more markets. CDON 



 

has broadened its assortment with digitalized products and the Internet is the 

best way to sell digitalised products. Both movies and music may have 

special country features but there are also a broad range of these products 

that have a global character. Those products that can not be digitalised are 

still suitable in the assortment because they are easy to send by ordinary 

mail to the customers.   

 

The third one is the cost of establishment and internationalization as well as 

the fixed and variable costs to sustain and develop the company once it was 

launched. To establish CDON through the Internet alongside the export 

entry mode was the most cost efficient alternative for the company to enter 

the market. Any type of physical establishment includes higher costs 

compared to an Internet establishment. CDON has only one office which is 

located in Malmö where the majority of the country managers are placed 

there. It is another way to keep the costs down and a good way to manage 

and control the company’s activities. Logistic and distribution costs are also 

included in the cost aspect. It would be too expensive for CDON to have 

additional stocks so instead it focuses on having one larger stock. The 

company can allow a somewhat higher distribution costs to customers in 

countries further away from Sweden. It is still less expensive for the 

company to store its physical products and send them to its customers by 

ordinary mail than to have a physically established shop.  

 

 

The fourth positive aspect is the flexibility. The company consists of fewer 

divisions and sections that are linked together which makes it easier for 

CDON to adapt to sudden changes or to develop the company. There are 

fewer sections of the company that have to be adapted and CDON can 

benefit from that. The flexibility of the Internet is useful in the interaction 

with the company’s customers, partners and competitors because it is such 

an uncomplicated channel of communication. Through the Internet the 

company can build up and sustain networks and relationships and gain 

advantages through them.     

 



 

The fifth aspect we found to be significant for the choice of the Internet 

together with direct export as a way of internationalization was the distance. 

The physical distance influenced the choice of the Internet. To 

internationalize the company on foreign markets is relatively similar for an 

Internet based company such as CDON. The geographical distance becomes 

less significant. The psychic distance plays a bigger role but since the 

majority of offered products have a broad appeal they attract customers 

from different countries. The preparations of the website were thorough and 

time consuming but they were less than those preparations that would have 

been needed for a physical internationalization. Market reforms that have 

changed the conditions for companies to transport products and conduct 

business globally have revolutionised the market. The company was aware 

of that the transport and distribution of its products presented no obstacle. 

The physical products in the assortment are small and distribution costs to 

send it to the customers are low. CDON could, therefore, conduct its 

business activity through the Internet since the distribution was not a 

problem in this case. 

 

The sixth and final aspect that influenced the establishment and 

internationalization through the Internet is the informational closeness. The 

Internet is a fast channel from which CDON can obtain relevant information 

within a short period of time. It makes it possible for CDON to obtain vital 

knowledge about its customers despite that the company does not have any 

direct contact with them. The company can personalize its offers to its 

customers, take part of opinions and maintain a close connection with its 

customers even though it only exists through the Internet. The informational 

closeness can also be used in aspects that concern the products.  

 

 

5.5. Summary of the Analysis 

After the completion of the research analysis we found some support in 

selected internationalization theories in relation to CDON’s domestic and 

external establishment. . The Uppsala Internationalization Theory and the 

Network Approach Theory was the theoris that best did support the 



 

internationalization of CDON, whereas the other two theories, Monopolistic 

Advantage Theory and the Product Life Cycle Theory did not give relevant 

result to our first research question and because of that was not significant. 

Further, we did not find any support in the theories related to the company’s 

choice to use the Internet and direct export to enter new markets. Our 

investigation shows that it is not easy to identify the Internet as being an 

entry mode. However, the juridical point of view shows that Internet as an 

additional method to enter foreign markets can be accepted. 

 

The final part of the analysis explains why the establishment and 

internationalization had been performed through the Internet. The research 

revealed six fundamental aspects that affected the choice of entry mode and 

which the company took into consideration before its establishment. A 

simple model was developed to illustrate the relevant aspects easier. 

 

 

 

 



 

Chapter 6 

Conclusion 

 

 
The conclusions are presented. The dissertation is summarized, suggestions 

of methodological improvements and practical implementations of the 

research are discussed. Finally, suggestions for further research are made.  

 

 

 

6.1. Introduction 

In the previous chapter we presented the analysis of the dissertation. Each 

research question was analyzed and summarized. The chapter was 

concluded by a summary of the complete analysis. This final chapter 

concludes our dissertation. The conclusions are presented and we discuss 

methodological improvements and practical implementations of our 

research.  Suggestions for further research conclude the dissertation. 

  

 

6.2. Summary of the dissertation  

Many companies start to internationalize themselves when they are still 

relatively small, and slowly develop their business in a foreign country 

(Johanson et. al., 1994). The information technology has revolutionized the 

business world with the introduction of the Internet and the number of 

Internet based companies continue to increase. Companies active 

exclusively through the Internet represent a contemporary way of doing 

business and it facilitates for new ventures to overcome the advantages that 

larger international companies benefit from (Tapscott, 1995).  

 

With the help of theoretical research and a case study on CDON we were 

able to find the answers to our research questions. First we analyzed 

traditional internationalization theories to see if they could explain the 

internationalization of CDON. Research done in the field of business 



 

establishment and internationalization has resulted in a number of 

internationalization theories that explain internationalization as depending 

on or caused by different things. The Uppsala Internationalization Theory, 

the Network Approach Theory, the Monopolistic Advantage Theory and the 

Product Life Cycle Theory are four of the most well-known theories which 

we included in our dissertation. Although they are developed to explain 

companies’ internationalization, not many of them can present a good 

explanation of CDON’s usage of the Internet to reach its domestic and 

international markets. Neither the Monopolistic Advantage Theory nor the 

Product Life Cycle Theory was useful to us. The Uppsala 

Internationalization Theory could be used to explain how CDON 

internationalized itself by gradual internationalization, beginning to 

establish itself to markets in the closest countries and then continuing to 

markets further away (Johanson et. al., 1994). The psychic distance was 

important for CDON during its initial internationalization in Scandinavia. 

The Network Approach Theory that explains internationalization as 

dependant on industrial networks could be used to explain the initial 

internationalization for CDON, but then the network becomes less relevant. 

This theory also mentions that a market knowledge and commitment are 

important for a company when it considers establishing itself (Tayeb, 2000). 

CDON took advantage of its network to reach more customers and gained 

knowledge about the markets. 

 

The next step in our dissertation was to see if CDON’s use of the Internet to 

reach its domestic and international markets could be explained by the 

internationalization theories. Since two of the internationalization theories 

could explain parts of CDON’s internationalization made it interesting to 

see if they could also explain CDON’s usage of the Internet alongside the 

export entry mode. The research showed that none of the four theories 

managed to explain why CDON uses the Internet to reach its markets. The 

theories do not consider the more concrete procedures to enter markets and, 

therefore, we could not find any answers in the theories to why the Internet 

alongside direct export was used to reach and supply markets together. 

 



 

Our research so far had shown that the reason for CDON’s 

internationalization process and what it depended on could only be partly 

explained by a combination of two of the traditional internationalization 

theories. Furthermore we presented a discussion about the Internet’s role in 

relation to market entry. It is possible to find some juridical support that the 

Internet may be considered as a sort of entry mode (Lindén & Roos, 2005). 

 

Finally we analyzed why CDON chose the Internet as a part of its way to 

perform its business activities. The purpose was to see what aspects made an 

Internet based company like CDON chose the Internet as a part of its way of 

establishment and internationalization. The results from the first two 

research questions made us realize that we could not look for answers in 

internationalization theories in this case. We studied our collected research 

to find what influenced CDON to choose the Internet as a way to reach 

foreign markets together with direct export.  The research resulted in six 

aspects affecting the choice and implementation of the Internet. They 

proved to have been of importance to the company and had been considered 

before the decision to launch itself through the Internet. In view of these, the 

Internet was the most advantageous alternative to reach intended markets. 

The aspects were knowledge & relationships, product, flexibility, costs, 

distance and informational closeness. Some of these aspects turned out to be 

similar to those we had found to be general benefits of the Internet when we 

conducted our theoretical research.  

 

 

6.3. Relevant aspects 

These aspects influenced CDON to choose the Internet as a way to reach 

the domestic and foreign market. The usage of it provided the most 

advantages in relation to the other aspects considered.  

 

The knowledge & relationships was of major help for CDON, to know the 

market better and to know what kind of product that was most suitable 

those markets.  

 



 

That the product the company is providing its customers is standard makes 

the market homogenous and the product suitable to sell through the 

Internet.  

 

The Internet is flexible in many ways for CDON, mainly it avoids many of 

the complications that might have occurred if a particular physically 

establishment was made. Example of the complications could be all the 

paper works or the consideration to open a shop to sell its products and 

employ people to that shop.  

 

The Internet also provides cost efficiency to the company, not to mention 

providing products with reasonable prices, by dealing the business through 

the Internet and avoiding the additional costs the shops, employees or the 

subsidiaries would have.  

 

Since the geographical distance is decreased, thanks to the Internet, the 

customers can order and get their order delivered within the countries 

CDON is established in. Thus the fact that the company offers standard 

products and at the same time be located far from its customers is not a 

problem.  

 

With informational closeness CDON is updated among others about the 

customers and other external parties by exchanging information with each 

others. 

 

 

6.4. Methodological improvements 

Our research can be said to have an exploratory character. “Exploratory 

studies are useful when you want to clarify your understanding of a 

problem” (Saunders et. al., 2003, 96). We used a qualitative research 

strategy to collect primary information since we thought of it as the best 

way to answer the type of research questions we had. A case study has a 

good ability to let the researcher study an occurrence in detail and find new 

perspectives of it. Through the semi-structured interview we managed to 



 

collect plenty of information. The dialogue that we were able to have with 

Mr. Olander during the interview allowed us to look at the relevant 

questions and themes from different angles to fully understands the area of 

the research.  

 

However, we acknowledge that there are potential shortcomings with our 

research. We only had the possibility to conduct one case study which 

means that we got the majority of information from one source. It would 

have been better to conduct additional case studies on international Internet 

based companies to get a broader base of information and not have to rely 

so much on one particular source.  

 

The way the interview was carried out could have had an effect on the 

outcome of the research results. Although steps were taken to avoid that any 

type of bias was generated during the interview we cannot be completely 

confident of that bias was avoided. The way we as interviewers acted during 

the interview and how the interviewee perceived us can have caused the 

interviewee’s responses to be inaccurate. It could have affected the 

interpretation of the answers. A tape recorder was used to record the 

interview, of course with the acceptance from Mr. Olander’s consent. We 

considered the advantages to use a tape recorder weighed heavier than the 

disadvantages in this case. However, the interviewee  may have been 

affected negatively by this and it could have adversely influenced the 

relationship between the interviewee and us as interviewers (Saunders et. 

al., 2003).  

 

We sent out requests to a number of international Internet based companies, 

asking them if they wanted to participate in a case study. Unfortunately the 

majority of the companies contacted did not have the possibility or time to 

participate. There were also those companies that answered too late to be 

able to be included in the research due to the limited period of time during 

which the research was performed.  The response might have been better if 

we had contacted the companies in another way than through email. We 

could also have contacted them again if they had not replied within a certain 



 

period of time. If we had known earlier if they could or did not want to 

participate in a case study we could have dismissed them sooner instead of 

having to wait for their responses. The time aspect limited our research 

possibilities in other ways. If we had made the initial contact with the 

companies in an earlier stage, it might have been possible that the response 

rate and willingness to participate would have been higher. The research 

could have been conducted during a longer period of time and that could 

have improved the quality of the research.  

 

 

6.5. Practical implementations  

Our research can be used by managers or executives about to initiate a new 

venture and considers entering a foreign market. Additionally, it can be of 

use for companies that are about to internationalize themselves or look for a 

way to conduct their international business. The research results can 

contribute to the understanding of the way of doing business through the 

Internet and it can facilitate for those that are in the process of starting up an 

Internet based business. CDON’s establishment and internationalization 

process is a good example, for other companies in the same sector, to 

understand how and why a company may establish itself abroad through the 

Internet. What aspects to consider and what Internet internationalization 

actually involves may function as an outline for similar business 

establishment. The flexibility the Internet provides to a company’s 

organization and how it can facilitate an instant internationalization that 

allows the company to leap-frog in the internationalization process. The 

research results can also be of interest for physically established and 

internalized companies that are faced with the competition of Internet based 

companies.  

 

 

6.6. Suggestions for further research 

The dissertation clarifies that the internationalization of CDON is just partly 

supported by two traditional internationalization theories. The Internet is an 

aspect the traditional theories fail to explain. Furthermore, our research 



 

describes several reasons for a company like CDON to use the Internet 

when wishing to be active outside its domestic market. 

 

The research and the generated results can be used as a base for further 

research in the fields of contemporary business establishment and 

internationalization related to the Internet. Further researches can be carried 

out in the following areas: 

 

• It would be interesting to conduct a larger number of case studies on 

several Internet based companies to see whether or not they would 

show the same results as those generated from the study on CDON.   

A larger sample may allow the results to be generalisable. Even 

though we considered our selected aspects of the internationalization 

trough the Internet to be significant there is a risk that we might have 

an irrelevant basis for our selection. The aspects have been defined 

based on theoretical research and a case study which may not have 

been enough to base our decision on. Therefore, additional research 

may reveal if other aspects may prove to be relevant in an Internet 

establishment and internationalization as well.    

 

• Another aspect to study is if there are any differences in the aspects 

considered by Internet based companies within a different business 

sector. In this dissertation we only studied a company that provided 

entertainment products. To see if a company that provides a different 

type of products or services to its customers implement the Internet 

for the same reasons as CDON can be the foundation for more 

research.  

 

• CDON is a Swedish company that instantly internationalized itself 

on a number of European markets. To conduct a similar but larger 

research like this on Internet based companies that originate from 

another country can provide interesting facts about possible 

similarities or differences between foreign business environments 

and business activities. 



 

 
• The traditional companies’ internationalization process can be 

explained by existing theories done in this field but unfortunately 

there is no theory that explains the internationalization process an 

Internet based company would go through. To make an investigation 

of a possible theory would be useful for Internet based companies.  

 
• It would be interesting to do a more close investigation of the 

phenomena if the Internet can be considered as an additional entry 

mode, compared to the other entry modes such as export, 

franchising, licensing, joint venture and foreign direct investment. 
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Appendix 1 

 

 

The Internet 

In short the Internet is a communication system, a network of networks that 

connects the world. (Angell & Heslop, 1995). If you have access to a 

computer and are able to connect to the Internet then you can take advantage 

of everything the Internet gives, but the Internet is much more than this. It is 

more or less known by everyone and even though not many Internet users 

have any deeper knowledge about the Internet they are using it very 

enthusiastically.  

 

The history of the Internet  

The Internet goes back to the 1960s when the Internet for the first time was 

established in USA. The Internet mainly supplied the U.S military with 

communication to be able to protect the country in case of a possible nuclear 

attack. The Ministry of defense supported a project called the Advanced 

Research Projects Agency Network, ARPANET (Moschovitis et. al., 1999; 

Kilmer, 1999). In the 1980s they connected four research institutes and 

universities communication networks, created by the National Science 

Foundations, NSF, for research intentions. The purpose of ARPANET was 

that these four research institutes could communicate and take part of each 

others work. When other universities discovered this possibility a conflict 

occurred because they also did want to take part of this new technology. 

This conflict made NSF start their own network in 1986 and they built six 

computer centers and regional networks, which made it easier to connect the 

networks all over the USA (Moschovitis et. al., 1999). Even at this time 

ARPANET still had the control. When foreign universities also wanted to 

take part of this ARPANET was not willing to take the responsibility of it so 

that instead became the responsibility of the NSF. That is why NSF is called 

the NSFNET. The development of the communication made it hard for the 

NSFNET to be in charge of the growing network and in the beginning of the 

1990s the NSF agreed to let commercial interests take over the Internet 



 

(Kilmer, 1999). The responsibility was taken over by different organizations 

and companies. Ever since the commerce has increased on the Internet and 

the Internet developed as a global network for many people all around the 

world (Internet 9). In the beginning of 1992 Mosaic was developed at the 

National Center for Supercomputing Applications, NCSA and officially 

finished in 1997. Mosaic was the first browser which worked on the 

Windows and it released the websites to the general public. Mosaic is 

regarded as the first important World Wide Web browser (Internet 12). 

Netscape, Explorer, Java and Shockwave are examples of programs within  

the Internet. 

 

 
Figure: A1-The development of the Internet.  

Source: http://student.educ.umu.se/~udmh98-24/internet.htm  

 

 

Business on the Internet 

Today it is possible to purchase products on the Internet and modern 

companies are and will be more dependent on electronically enabled 

business processes. 

  

Electronic business or “e-business” is basically any business done on the 

Internet. The electronic business methods allow companies to link their 

external and internal data processing systems more efficiently and flexibly. 

Electronic business generally contains electronic-commerce or “e-

commerce” and search to add revenue flows for the company with use of the 

World Wide Web and the Internet. This enables the companies to work even 

more closely and directly with their suppliers and partners to strengthen 

relationships and to satisfy their customers’ needs and expectations in the 

best way. However, electronic business is more than electronic commerce, it 



 

has to do with the business processes across the whole value chain, such as 

to order or purchase products electronically, supply the customers with 

services or collaborate with business partners (Internet 10). 

 

As mentioned the electronic commerce is a part of the electronic business. 

In the information technology industry electronic commerce can be seen as 

an application by electronic business for commercial transaction purposes. 

Electronic commerce is mainly covering the buying, selling, distributing, 

marketing and servicing of products or services through electronic systems 

such as the Internet or other computer networks (Internet 11). 
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Bästa Företagare,  

 

Vi är tre ekonomistudenter som läser Internationell ekonomi på högskolan 

Kristianstad och vi har nu under höstterminen påbörjat vår kandidatuppsats. 

Den rör etableringsprocessen utomands, som vissa företag genomför enbart 

genom, Internet. 

 

Vi har sökt efter lämpliga företag som vi tyckte skulle vara intressanta för 

vår kandidatuppsats och vi tyckte att Ert företag passade väl vårt ämne. 

Initialt undrar vi om Ni har möjlighet att hjälpa oss med vårt uppsatsarbete. 

Om möjligt skulle vi vilja göra en intervju med Er eller någon på Ert företag 

och genom Er erfarenhet och kunskap kunna fördjupa oss mer i vårt ämne.  

 

Vill ni bistå oss i vårt arbete skulle vi vara mycket tacksamma och uppskatta 

Ert samarbete. Vid ett intresse från Er sida kommer vi att höra av oss till Er 

med mer specifik information om vårt uppsatsämne. 

 

Tack på förhand 

 

 

Med vänliga hälsningar 

 

Lirije Llazani, Serap Sögütlü och Anna Utter- Laurell 

Institutionen för ekonomi Högskolan Kristianstad  
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Dear Manager, 

 

We are three International business students at Kristianstad University and 

this autumn we are writing our Bachelor’s dissertation. The subject is about 

the external establishment process in a company, which some companies 

implement exclusively through the Internet. 

 

We have been searching for suitable companies that we thought would be 

interesting to do a case study on for our Bachelor’s dissertation and 

considered your company as suitable for our subject. Initially we wonder if 

you have the possibility to help us with our dissertation. If possible, we 

would like to carry out an interview with you or another person in your 

company and with the help of your experience and knowledge we can gain a 

deeper understanding of our subject. 

 

We will be thankful and appreciate your help and support. If you are willing 

to assist us we will give you more information. 

 

 

Sincerely yours, 

 

Lirije Llazani, Serap Sögütlü och Anna Utter- Laurell 

The Department of Business Studies at Kristianstad University 
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Bakgrund 

1. Vad har Du för tidigare yrkeserfarenhet innan Din tid som VD för 

CDON?  

2. Upplever Du att Du har kunnat dra nytta av tidigare yrkeserfarenheter hos 

CDON? 

3. Hur ser CDONs historia ut? Berätta lite om CDON. 

4. Vad fick Er att starta CDON? 

5. Vad är CDONs affärsidé? 

6. I vilka länder finns CDON? 

 

Internt och externt 

7. Hur ser den digitala marknaden ut? 

8. Hur ser CDONs ledning ut? Skiljer ledningen sig i de olika länderna? 

9. Hur ägs CDON? Hur påverkar det CDON och vilka krav ställer det på 

CDON? 

10. Vad söker CDON hos de potentiella anställda? 

11. Hur stor är CDONs omsättning i de olika länderna?  

12. Vilka anser Ni vara CDONs främsta konkurrenter och varför?  

 

Internationalisering 

13. Vad innebär internationalisering för CDON?  

14. Varför valde Ni att internationalisera CDON? 

15. Vilka var de viktigaste faktorerna Ni beaktade när Ni 

internationaliserade CDON?  

16. Var det redan från början planerat att Ni skulle internationalisera Er? 

17. Vad var avgörande när Ni valde just de länderna att internationalisera Er 

på?  

18. Gick Ni tillväga på samma sätt vid utlandsetableringen i de olika 

länderna? 



 

19. Funderar Ni på att etablera CDON utanför Norden? Hur skulle Ni i så 

fall gå tillväga?  

20. Hur gick internationaliseringsprocessen för CDON till, i kronologisk 

ordning? 

21. När Ni ser tillbaka hade Ni gjort något annorlunda angående 

etableringen/internationaliseringsprocessen och i så fall hur? 

22. Var internationaliseringen en del av en långsiktig strategi från CDONs 

sida? 

23. Har Ni någon form av fysisk etablering? 

 

Internet 

24. Vad innebär internationalisering med Internet för CDON? 

25. Vad fick Er att välja Internet som etableringsform och 

internationaliseringsform för CDON?  

26. Anser Du att produkten som Ni erbjuder är väl lämpad att sälja via 

Internet? 

27. Anser Ni att ni går miste om en stor del kunder som inte använder 

Internet. 

28. Hur gick Ni tillväga då Ni internationaliserade CDON via Internet? 

29. Varför valde CDON Internet för att etablera sig utomlands? 

30. Varför valde CDON inte en fysisk etablering, exempelvis 

butiksförsäljning? 

31. Vilka fördelar och nackdelar innebär Internet etableringen för CDON? 

32. Hur skapar Internetetableringen värde för CDON? 

33. När Ni internationaliserade CDON via Internet gick Ni efter någon 

speciell modell eller hade Ni någon förebild? 

 

Framtiden       

34. Hur ser den digitala marknaden ut i framtiden för CDON? 

35. Finns det planer för CDON att ta användning utav fysisk försäljning, på 

hemmamarknaden eller utomlands?  

36. Tror Ni på en affärs modell baserad på Internet? 

37. Hur ser framtiden ut för CDON? 
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Background 

1. What kind of previous work experience did you have before becoming 

the CEO of CDON? 

2. Do you feel that you have been able to take advantage of your previous 

work experience during your time as CEO of CDON? 

3. Tell a little bit about the history of CDON? 

4. What made you start CDON? 

5. What is the business concept of CDON? 

6. In which countries is CDON established? 

 

Internal and external  

7. How does the digital market look like? 

8. How does the management of CDON look like? Are there any differences 

of the management in the different countries? 

9. Who owns CDON? How does the ownership affect the company and 

what demands does it put on CDON? 

10. What do CDON look for in potential employees?  

11. How large is the turnover in the countries where CDON is established? 

12. Who do you consider as CDON´s main competitors, and why? 

 

Internationalization 

13. What does internationalization mean for CDON? 

14. What made CDON internationalize itself? 

15. What were the main aspects considered when internationalizing CDON?  

16. Was the plan to internationalize CDON from the beginning? 

17. What determined in which countries CDON would internationalize itself 

in?  

18. Did CDON use the same process for all the countries when 

internationalizing itself? 

19. Do you consider establishing CDON outside Scandinavia? How would 



 

the process look like? 

20. Explain the internationalization process of CDON, in chronological 

order?  

 

21. When you look back, would you have done something different during 

the establishment/internationalization process, in that case how? 

22. Was the internationalization a part of a long-term strategy for CDON? 

23. Does CDON have any kind of physical establishment? 

 

Internet 

24. What does internationalization through the Internet mean for CDON? 

25. What made you choose the Internet as the way of establishment and 

internationalisation for CDON?  

26. Do you feel that the products CDON offers are well suited to be sold 

through the Internet? 

27. Do you feel that CDON does not reach those customers who do not use 

the Internet? 

28. How did you proceed when internationalizing CDON through the 

Internet? 

29. Why did CDON choose the Internet as a way of external establishment? 

30. Why was CDON not launched through a physical sales channel? 

31. What advantages and disadvantages does the Internet establishment 

include for CDON? 

32. How does the Internet establishment create value for CDON? 

33. Did you follow any particular model or had any role model when 

internationalizing CDON through the Internet? 

 

The future 

34. How does the future of the digital market look for CDON? 

35. Are there any plans for CDON to use physical sales channels, either on 

their domestic or foreign markets? 

36. Do you believe in a business model based around the Internet? 

37. How does the future for CDON look like? 
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Background 

 

1. What kind of previous work experience did you have before becoming the 

CEO of CDON? 

The Internet based company CDON was founded in 1999 in Sweden. Mr. 

Mikael Olander became the company’s CEO after nine months in the year 

2000 and has now been at CDON for six and a half years. Before he joined 

CDON he was the market executive for the Bamse comic books at Egmont. 

Egmont is one of Scandinavia’s leading media groups and the group covers 

magazines, comics, books, film, TV-programmes, textbooks, games, mobile 

services and electronic entertainment. Mr. Olander says that comic books 

are sold mainly through two different sales channels which are the ordinary 

shops were you can buy single issues or through prescription. Furthermore 

he tells us that he has no previous experience of Internet business through 

his former employment at Egmont.  

 

2. Do you feel that you have been able to take advantage of your previous 

work experience during your time as CEO of CDON? 

Mr. Olander told us that he can see some similarities between his 

employment on Egmont and his current position at CDON and that is the 

concept to sell entertainment products to the end customer. Both Egmont 

and CDON strive to provide the customer what they want to a price which 

they can afford. The sales channels and the sales process itself are different 

but from a more general perspective there are more similarities than 

differences between the two, according to Mr. Olander.  

 

3. Tell a little bit about the history of CDON?  

CDON originated from the TV-Shop concept and is owned by MTG. MTG 

means Modern Times Group and is an international entertainment 

broadcasting group and is a listed company on the stock market. TV-Shop is 



 

an internationally known media and marketing company belonging to MTG. 

TV-Shops core business is direct commercial through the television and the 

radio. 

 

Around 1990-95 TV-Shop sold among other things collection-CD’s and 

they were the first to sell such collections in Sweden. When the founders 

decided to create CDON they recruited the person that had sold the music 

on TV-Shop and he started to build the CDON website in 1997. The 

construction of the website turned out to be an extensive project that took 

quite a long time but finally, after many months of hard work, CDON was 

launched in February 1999, selling CD’s through the Internet. CDON chose 

to establish and internationalize itself at the same time and therefore 

launched in Sweden, Denmark and Norway simultaneously. The similarities 

in language and the geographical closeness of the countries were some 

reasons for the synchronized launch. Another aspect that affected the choice 

was that MTG owned TV channels in all the three countries.  The idea was 

to use MTG’s TV channels to market CDON.  

 

In the summer of 2000 CDON entered the Finnish and Dutch market as 

well. However, due to poor sales result the Dutch website was closed down 

and instead transformed to the current EU website. The EU website allows 

for some countries within the EU to buy CDON’s products. The website is 

in English and customers from Austria, Belgium, France, Germany, Greece, 

Ireland, Italy, Luxemburg, the Netherlands, Spain and the United Kingdom.  

 

In 2001 new products like DVD’s and games was added to the original 

assortment of CD’s and after that books, home electronics and finally digital 

services was also offered on CDON’s website. However, books are only 

sold on the Swedish market at this time. Now CDON has built up a strong 

brand name and they strive to broaden their assortment with for them 

suitable products. Mr. Olander says that CDON offers an almost complete 

range of entertainment products. Last year CDON sold over 70 000 music 

titles which can be compared with a regular store that has only about 10 000 

titles in total to offer their customers. This shows that CDON offers a 



 

broader assortment than many of its competitors. They sell less of popular 

music and instead have a wider assortment that includes many different 

types of music and artists. Home electronics products and the digital 

products are the latest additions to the CDON concept. They are now 

offering a new service where the customer can rent a movie through the 

Internet and get it sent home to them. Another large investment is the 

broadband film. This enables the customer to purchase the movie through 

the website and after you have paid with your credit card you can start to 

watch the film directly on your computer. Mr. Olander believes that there is 

much that can be developed further, especially in the digital sector, and he 

thinks that the priority should be to develop the existing services and 

products offered instead of increasing the assortment with new products. 

CDON grows fast and there is still more to do. From 2004 to 2005 CDON 

grew with 150 million SEK which was an increase compared to last years 

sales.  

 

4. What made you start CDON? 

The company Boxman was launched in 1997. Boxman was an Internet 

company that sold records in Europe but later went bankrupt. The creators 

of CDON thought that Boxman was a good business idea and therefore 

CDON was created. 

 

5. What is the business concept of CDON? 

It is to sell entertainment products through the Internet. The company offers 

entertainment products such as CD’s, DVD’s, games, books, home 

electronic products and digital products like movies, digital steaming and 

music downloads. Focus lies on the Nordic countries and any broadening of 

their assortment will still be within the entertainment sector. 

 

6. In which countries is CDON established? 

In Sweden, Denmark, Norway, Finland and twelve of the European 

countries (see question 3). However, Mr. Olander says that CDON are not 

quite sure how to proceed with the EU website since it is not as profitable as 

they would like it to be. They are considering to either establish CDON in 



 

more countries within the EU or to remove the EU website completely. 

CDON has the majority of sales in the Nordic countries and they are not 

sure at this stage if they should continue to invest outside the Nordic 

countries or not. 

 

 

Internal & External 

 

7. How does the digital market look like? 

Today, most of the music is downloaded digitally and sold to both computer 

and mobile phones. The market is not very big when looking at the total 

turnover. The business sector had a turnover of 28 million SEK during the 

first six months last year which compared to other sectors is not that much. 

The business is quite small but appears to grow fast.  

 

As previously mentioned CDON sells music downloads but the provided 

service is affected by the fact that people share files instead of buying the 

music. There still are those that prefer to buy the CD instead of just the 

music tracks. Before CDON sold to a younger target group but partly they 

believe, because of the sharing of files the younger customers download 

music through other channels and therefore the customers buying the music 

are older than before. Mr. Olander thinks that the so called REM-protection 

on the music sold somewhat limits sales as well. Music that has REM-

protected is difficult to transfer between computer, mp3 player or mobile 

phones which make it less attractive to some customers.  

 

8. How does the management of CDON look like? Are there any differences 

of the management in the different countries? 

CDON only has one office, placed in Malmö, Sweden. There are a number 

of different areas of responsibility within CDON. Mr. Olander is the CEO 

and then there are different persons in charge of technology, marketing, 

websites, economy, controller, logistics and business systems, business-to-

business sales and so on. They also have people that are responsible for the 

business in the individual countries.  



 

 

There are different suppliers that provide the music of the different artists, 

like Warner Music provides Madonna’s music, and therefore CDON can not 

buy from other suppliers since they are locked to the supplier of that 

particular artist’s music. They can however make agreements with other 

companies and make for example joint campaigns like the one they did with 

Loka. People buying a Loka got a code that allowed them to download one 

song for free from CDON. This was a successful campaign and about 

90 000 people used their codes and downloaded a song.  

 

The profit margins are not very high on CD’s and other similar products and 

to be able to offer the CD’s to a low price the company can not afford to 

have unnecessary costs. Therefore they do not have offices in every country 

where they are established but only have one office in Malmö, Sweden. All 

the country executives are positioned in Malmö except for one in Norway 

and on in Finland that work from home. This is one way to reduce the 

expenses. Another cost efficient activity is CDON’s customer service which 

is managed only through email and not by telephone. The company did at 

one stage provide customer service by telephone but it turned out to be both 

unpractical and expensive so they removed that service. 

 

9. Who owns CDON? How does the ownership affect the company and what 

demands does that put on CDON? 

As previously mentioned, CDON is owed by MTG. The requirements from 

MTG are that CDON should be profitable. CDON have to deliver reports 

each quarter to MTG. However, the advantages outweigh the disadvantages 

according to Mr. Olander. MTG has a large network in the Nordic countries 

that consists of TV and radio channels and this network is of great use to 

CDON when marketing itself. 

 

10. What do CDON look for in potential employees?  

They should be enthusiastic about their job and like what they are working 

with. 

 



 

11. How large is the turnover in the countries where CDON is established? 

The Swedish market stands for 50%, the Norwegian 25% and the Danish 

and Finnish 12.5% of the total sales. Last year the company’s sales result 

was 600 million SEK.  

 

12. Who do you consider as CDON’s main competitors, and why? 

CDON consider all companies that sell their products as competitors. 

Internet based companies, such as Ginza and Discshop are considered as 

competitors but also traditional shops such as Åhlens, Statoil, Ica and 

Elgiganten are seen as equal competitors. CDON is mostly focusing on their 

own business activity and they also work hard to be better than their 

competitors. At the same time CDON tries to be updated on their 

competitors’ latest development. CDON regards the price as the most 

important faspect to be observed. They try to keep the same price on their 

products as their competitors but if customers choose to buy a larger amount 

of products at CDON it will be cheaper for them than if they will buy it in 

another shop. Mr. Olander says that it is supposed to be easy for their 

customers to purchase goods on CDON’s website. It is also important to 

offer a wide assortment that customers can choose from. Most of CDON´s 

competitors chose to stay in their domestic market and that is why they did 

not succeed. It is not so easy to internationalize a company through the 

Internet if you do not plan to internationalize your company from the 

beginning. . 

 

 

 

 

Internationalization 

 

13. What does internationalization mean for CDON? 

Companies see internationalization as a way to a bigger market. All 

international companies as well as CDON are given more opportunities to 

grow when entering a foreign market. It is why many companies choose to 

go abroad in an early stage. The similarity in the languages between the 



 

Nordic countries made the internationalization process easier for CDON. On 

the other hand transporting documents and the customs between the 

countries were two things that complicated the process. Since the website is 

available in the different Nordic countries, it is necessary for CDON´s 

business system to adapt to those countries exchange rates and value-added 

tax, VAT. It is hard and it takes a long time to implement this on a website.  

 

14. What made CDON internationalize itself? 

When a company wants to internationalize themselves it is important to 

have standard products which suit other countries as well. Since the market 

is homogenous in the Nordic countries it made it easier for CDON to offer 

the same product in those countries. CDON saw internationalization as an 

opportunity to have the chance to grow on the global market. MTG was also 

a crucial reason as to why CDON internationalized themselves in the Nordic 

countries.  

 

15. What were the main aspects considered when internationalizing CDON? 

Mr. Olander says that there are many aspects they considered when they 

internationalized CDON. Like mentioned before one of the main aspects 

was to reach a bigger market with a standard product. MTG was another 

reason CDON considered when they chose the Nordic counties as their 

market place (see question 14). 

 

 

16. Was the plan to internationalize CDON from the beginning? 

Already from the beginning CDON planned to internationalize itself 

directly. That is why they chose to internationalize at the same time as their 

establishment in their domestic market. The Swedish market was too small 

for CDON so they had to establish outside their domestic market.  

 

17. What determined in which countries CDON would internationalize itself 

in? 

As mentioned before CDON wanted to reach a bigger market but the 

product they provided should also be suitable to sell in those countries as 



 

well. Since the Nordic countries have some similarities in culture and 

languages they thought it will be successful. Another reason was that MTG 

existed in those countries and that made it easier for CDON. 

 

18. Did CDON use the same process for all the countries when 

internationalizing itself? 

CDON internationalized themselves in Norway and Denmark at the same 

time as the establishment in Sweden. Nine months later Finland was also a 

country they wanted to include in their internationalization. CDON tried to 

internationalize itself in Holland but it was not so successful. The company 

changed the website to a European website where different countries from 

Europe could take part of CDON’s assortment. According to Mr Olander, 

the failure to establish the company in Holland was that MTG did not exist 

there. In all the Nordic countries they could take advantage of MTG when 

marketing the company. In Holland they did not have the opportunity to 

advertise their products trough a MTG channel. Their sales profit was not as 

high as they expected, and a reason may have been because of the lack of 

advertisement. Mr Olander also said that it would have been expensive to 

reach big proportions of the Dutch market. 

 

19. Do you consider establishing CDON outside Scandinavia? How would 

the process look like? 

Mr. Olander says that” there is a lot to do in the Nordic countries; it makes 

other countries less interesting to us right now.” It is going very well for 

CDON and their priority is to be the biggest Internet shop selling 

entertainment products in the Nordic countries. The costs would be high if 

CDON would establish outside the Nordic countries. They have 4 million 

visitors on their website every month. It is easier to keep an existing 

customer than to get a new one. A Swedish customer may have it easier to 

purchase on their website than a German customer for example.  

 

20. Explain the internationalization process of CDON, in chronological 

order. 

CDON prepared a lot for the establishment day. It was hard and difficult to 



 

work with the logistics and payment flows. To translate the language was 

easier to implement than the translation of the price on CDON’s website. 

There was also delivery note that should be adapted to every country. The 

VAT system should be considered and also the company should talk to the 

customs about different custom rules for introducing the products in the 

different countries. Mr. Olander says that they prepared a lot before the 

actual launch, it may be the reason why they survived when a lot of their 

competitors went bankrupt. 

 

21. When you look back, would you have done something different during 

the establishment/internationalization process, in that case how? 

It was good to establish CDON in all three countries at the same time. After 

one year when they established in Finland it was easier because they had 

knowledge in the area of internationalization. CDON established itself in a 

good way and they were also careful. It is why they survived because most 

of the CDON´s competitors went bankrupt.  The customers are very 

important for the company and CDON always tries to have focus on their 

customers and the whole sales process. 

 

22. Was the internationalization a part of a long-term strategy for CDON? 

Once again it can be determined that CDON´s decision to become 

international was made from the beginning. This makes internationalization 

a long-term strategy for CDON. To only exist on the Swedish market would 

not be enough for CDON. There is a special website for some of the 

European countries where CDON offers their products to customers in those 

countries.  

 

23. Does CDON have any kind of physical establishment? 

There is no physical establishment available, mainly because that physical 

establishments would mean additional costs for CDON and thus for the 

products CDON is selling. The only physical establishment is the central 

stock in Borås in Sweden, which is close to the rest of the Scandinavian 

countries. The short distance is one of the reasons why they chose the 

Nordic countries when internationalizing the company. In CDON´s case it is 



 

easier and faster to deliver the ordered products from Borås to the Nordic 

countries then to have additional stocks in other places as well since that 

would be too expensive. 

 

 

Internet 

 

24. What does internationalization through the Internet mean for CDON? 

Internationalization through the Internet gives a large number of advantages. 

It is a good and easy sales channel if you want to establish your company 

internationally. Mr. Olander says that if they compare internationalization 

for dotcom companies with physical establishment it is easier and includes 

less work to do.   

 

25. What made you choose the Internet as the way of establishment and 

internationalisation for CDON?  

CDON offers its customers products with a low price and the Internet is a 

good and cost efficient tool and therefore important for such companies.  “A 

CD-shop does not earn much money by selling CD’s in a shop”, Mr. 

Olander says. The idea to internationalize through the Internet was to have a 

high sale with low costs. The advantages of the Internet were also 

contributing aspects to the choice of establishment and internationalization 

through the Internet. Seeing that the establishment of CDON in Sweden also 

included the establishment of the company in Denmark and Norway at the 

same time the Internet was the obvious choice. The business concept was 

based on CDON being an Internet based company and the way of 

establishment and internationalization was for that reason the same. The 

Internet is an effective way of internationalization for a company such as 

CDON.  

 

26. Do you feel that the products CDON offers are well suited to be sold 

through the Internet? 

The products offered are standard products and is therefore well suited to be 

sold through the Internet. A new service will soon be presented which will 



 

allow the customer to listen on some tracks of the CD, like a sort of sample 

of the music. The products are easy to send to their customers from their 

single central stock in Borås by ordinary mail once the customers have 

purchased the product. They arrive to the customer within a relatively short 

period of time.  

 

27. Do you feel that CDON does not reach those customers who do not use 

the Internet? 

Mr. Olander says that they are aware of that everyone does not use the 

Internet and that they miss out on those customers since they only exist on 

the Internet. Despite that, he feels that CDON has a better position than 

those competitors who offers the same products and services in a physical 

shop. He also points out that the Internet usage is a growing trend and a 

technology used by more and more people.  

 

 

 

28. How did you proceed when internationalizing CDON through the 

Internet? 

The internationalization of CDON was performed in the same way as the 

establishment in 1999 on the domestic market since they occurred 

simultaneously. Before the launch of the company a lot of work, such as 

translating the website to other languages and change the exchange rates 

that currently is used in the different countries. This was hard work was 

necessary so that it would be possible to launch the company in three 

different countries at the same time. CDON was established in Finland and 

Holland in 2000. The Dutch market was administered by a Dutch woman 

living in Malmö.  However, that market did not turn out to be as profitable 

as expected and therefore the website was closed down. Instead CDON 

opened an EU website in English were 12 countries within the EU could 

purchase products and services from CDON.    

 

29. Why did CDON choose the Internet as a way of external establishment? 

Seeing that the establishment of CDON in Sweden also included the 



 

establishment of the company in Denmark and Norway at the same time the 

Internet was the obvious choice. The business concept was based on CDON 

being an Internet based company and the way of establishment and the way 

of internationalization was for that reason the same. The Internet is an 

effective way of internationalization for a company such as CDON.  

 

30. Why was CDON not launched through a physical sales channel? 

The reasons why the company did not use a physical sales channel are 

similar to those explaining the advantages with the Internet and why CDON 

chose the Internet as their exclusive sales channel. The Internet is effective, 

fast and has low costs compared to other types of physical establishment 

and the establishment and internationalization process can be achieved 

easier and quicker. The types of products that CDON offers are also well 

suited to be sold through the Internet. They are in many cases standard 

products and the customer knows what he or she gets when they order the 

product.      

31. What advantages and disadvantages does the Internet establishment 

include for CDON? 

That the Internet is a simple and flexible sales channel is one of the 

advantages with it. Low costs and the possibility to instant 

internationalization are other positive aspects. Some disadvantages are that 

the customer does not have the possibility to look and try the product as 

they can do when buying it in a physical shop. There are no sales personnel 

that can help you if you need assistance immediately and the company along 

with this also looses the possibility that with the help of their sales personnel 

sell more things to the customer then he originally intended to buy. Since 

CDON do not have personal sales service the have an alternative approach 

to this. The customer who buys a product from CDON will be shown other 

similar products to the one he or she just ordered and that he or she might 

like as well. The purpose with this approach is to increase their sales. 

However, Mr Olander means that those types of standardized products that 

CDON offers do not need any sales personnel since the customer knows 

what he gets when ordering for example a CD or a DVD. The extensive 

knowledge that CDON has about its customers also help them to offer 



 

products that would be appealing to the customer when considering his 

previous purchases.  

 

The customer service is handled though email where the customers email 

their question or problem to CDON. This is a cheap and well functioning 

system and it gives the customer an answer within a reasonable time period. 

The company did previously handle their customer service through the 

telephone but this proved to be both unpractical and costly and they closed it 

down in 2000.It seems just as easy for the customer to email their question 

as it would be to call. They do not have to wait in line and they get a 

response rather quickly.  

 

When purchasing one or more product from CDON’s website the customers 

first have to be registered to the website to do so. During the registration 

process the customer is told to fill in personal questions, like age, status, 

postal address and so on. The registered customer needs to fill in additional 

information while purchasing a product, for instance the credit card number. 

All this information is used by CDON to better know the customer and build 

a more personal relationship with the customers. In this way CDON can 

offer right product to right customer by knowing what they are purchasing 

and when.  

 

32. How does the Internet establishment create value for CDON? 

The establishment on the Internet has many advantages that when combined 

creates value for CDON. It is a fast, effective and relatively low cost 

medium that is available for a large number of potential customers. It is 

flexible and provides the possibility to, like CDON, become international 

directly when launching the company. It allows for a faster global growth 

process and also the process of establishment is made easier.  

 

Seeing that CDON exist exclusively on the Internet, they are able to have 

substantially lower costs than ordinary physical stores. The saved costs 

contributes to making it possible for them to hold a larger stock and offer 

their customers a wider range of products    



 

 

33. Did you follow any particular model or had any role model when 

internationalizing CDON through the Internet? 

The establishment and internationalization of CDON did not have a basis in 

any type of model. However, Mr Olander says the founders of CDON 

thought that the business concept of Boxman was interesting and decided to 

create something similar. Other aspects also played a role in the 

establishment and internationalization of the company. TV-Shop was 

already established in Sweden, Denmark and Norway were CDON was 

initially launched. They already had a developed system of printing invoices 

for the different countries which made it easier for CDON since they could 

take advantage of that system. The owner MTG also had TV channels in 

these countries. They were able to take advantage of MTG and used TV 

commercial on MTG’s channel to market CDON.  

 

The future 

 

34. How does the future of the digital market look for CDON? 

The general trend, according to Mr Olander, is that the total market is 

shrinking but CDON is growing. The parts of the total market concerning 

DVD’s and downloads are increasing while the music sector has decreased 

with around 10%. The success of CDON Mr Olander partly sees as a result 

of the fact that they offer a better total service than their competitors. The 

Internet stores are currently more profitable than the physical stores and 

CDON’s share of the total market is increasing while on the total market 

there is only a slow growth.  

 

35. Are there any plans for CDON to use physical sales channels, either on 

their domestic or foreign markets? 

CDON has no plans to start to use any type of physical sales channels 

seeing that it would be too expensive and too difficult to use two different 

sales channels. There are very few companies that have succeeded with that. 

Mr Olander claims that CD’s are a suitable product to sell through the 

Internet and it is a good sales channel to use for CDON.    



 

 

36. Do you believe in a business model based around the Internet? 

Mr Olander says that he definitely believes in a business model based 

around the Internet. His opinion is that it is possible to sell everything on the 

Internet. There are more and more products being sold on the Internet that 

we did not believe was possible before, one example being clothes. Mr 

Olander believes that stores will invest more in the Internet as a way of 

establishment and as a channel to reach their customers. He says that it is 

difficult for a company to exist and sell their products or services both 

through the Internet and through regular stores at the same time, but there 

are companies that have succeeded, NetOnNet being a good example of 

that.  

 

37. How does the future for CDON look like? 

The future for CDON looks very bright. Last year the company had a 

turnover of about 600 million SEK and had a profit of about 50 million 

SEK. CDON continues to grow and more people discover the company. Mr. 

Mikael Olander says that they are currently trying to improve their services 

and products, which will hopefully lead to that the existing customers will 

buy more and at the same time give further incitement to passive customers. 

Another step they have taken is to email all passive customers.  

 
 


