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Abstract: Internationalization is one of the most importaeiiids in retailing today. This process is not neswéaver has
accelerated in the last two decades. It was less #iayears ago that almost all of the world’s refains were pure
national firms with a negligible share in foreign rkets. That scenario has changed dramatically. i@ld look at the top
200 global retailers, almost all players exceptdban the US operate in numerous countries, haegtgblished a
noteworthy business capacity in foreign marketis dbserved that retailers often export their bessymodel in new
markets. Therefore they are regarded as drivingderof structural change in the agri food busin@$ge understanding of
retail internationalization is essential to the wmdtanding of the changes in the agri food busines®stigating retail
internationalization many scholars builds on thedhes of the wider business internationalizatiderture. Other authors
state that retailing is unique, therefore the beasimtheories can not be applied. By reviewing thesliure we try to
overcome this tension and discuss how businessattenalization theories can help to understandilet
internationalization

Keywords: internationalization, retail internationalizatidsusiness internationalization theories

1. Introduction

Internationalization is one of the most importaents in retailing today. This process is not neawever has
accelerated in the last two decades (Zentes €0)21t was less than 30 years ago that almosif éle world’s
retail firms were pure national firms with a nedfig share in foreign markets. That scenario hanghd
dramatically. Taking a look at the top 200 glokethilers, almost all players except those in thedg&rate in
numerous countries, having established a notewdstisiness capacity in foreign markets (DeloitteQ&0
Today many retail companies earn a significantesbétheir revenue in international markets. Fetance over
50% of the sales of the German retailer Metro aret 80% of the sales of Dutch company Ahold conoenfr
the foreign operations. Internationalization isvdri by several push and pull factors. The main faaiiors are
the increasing purchasing power of Eastern EuropednAsian consumers and the underdeveloped setztibr
of these countries. The most important push facémesthe saturated markets in Western Europe arbein
United States. Therefore internationalization fetail companies is not only an option rather a ssitg to
achieve growth. It is observed that going abroaallegs export their business model into new marketving a
serious impact on the whole food chain. Therefdreytare regarded as one of the driving forces @ th
development of the agri food business. Reardoneardgbiat retailers and foreign direct investment raoze
important sources of structural change in develpgiountries than WTO and trade policy (in Swinn€©03).
Therefore the understanding of retail internatitadion is essential to understand the changekeragri food
businessAs a result investigation of the driving forcesablers and processes of internationalization atasel
their behaviour in international markets is essdifitir scientist and practitioners.

Explaining the process of retail internationaliaatimany authors used theories of the wider business
internationalization literature. (e.g. Sternqui89Z, Vida and Fairhust 1998, Vida, Reardon andhieair2007).
Vida and Fairhust (1998) refer to other scholard argue that that the application of concept of \heer
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international business, marketing, management dk aseindustrial behaviour can contribute to thetdre
understanding of the international retail busine$his argument is based on the fact that the retail
internationalization (international store operaliois a relatively new phenomenon compared to the
internationalization of the manufacture industrirefiefore it can be an advantage to use the extehsisiness
internationalization literature. This wide rangdedature stimulated by the internationalization thie
manufacturer cover several aspects These theoiseasdes questions such as why multinational etidesp
exist (Hymer 1976, Dunning 1981, Buckley and Cask®n6), the management and behaviour of internaltion
companies (Bartlett and Ghoshal 1989) and the psooé internationalization (Johanson and Vahlne7197
1990). The assumption of the above mentioned rstdiblars is that there are some generic charsiitsriof
business internationalization which are similararedess the industry. Hence these theories carppked in
order to discuss many questions of the multinatioetiling. However this topic remained highly dédble.
Other scholars (e.g. Wrigley et al 2005, Dawson &hdkoyama 2006, Dawson 2007) argue that retailiag h
unique features, hence the business internati@tiliz theories are not relevant. For instance, Raw@007)
states that retailing and processing have venemdifft business models, therefore the relevancéeafries
developed for the internationalization of manufaiciy firms is questioned.

By reviewing the relevant literature we try to ca@me this tension between the two stand pointstefbie, we
discuss whether and how the business internatizatadn theories can be applied for retail inteinaaiization

In order to facilitate the analysis first we defi@ernationalization and describe its main chamastics.
Afterwards we provide an overview of the relevaunsipess internationalization theories to give dsbfs the
discussion. To investigate if retailing has uniqciearacteristics which result in a different proceds
internationalization, we will elaborate on the @weristics of the retail business. Based on theswill discuss

if the generalised business internationalizatiosoties can contribute to the understanding of thiilr

internationalization process using examples froenrdtailbusiness.

2. Business internationalization
2.1. Definition of internationalization

In order to facilitate the analysis of internatibration theories first we discuss the definitiondamain
characteristics of internationalization. There aelarge number of definitions of internationalipati of
businesses (e.g. Johanson and Vahine 1990, CaloBeamish 1995), as a result of the extensivealitee of
the topic. Welch and Luostarinen (1988) state timiernationalization is the process of increasimgplvement

in operations across borders”. This broader défimitomprises all international activities suchexport and
import of products and know how, foreign productiokccording to the resource based view
“internationalization is the transfer of a firm’'$iysical and organizational technologies from onanty to
another” (Tsang 1999). It emphasizes the needexfip assets which can be exported in other caamtr
Johanson and Wiedersheim Paul (1975) argue thaxherience of internationalization changes thiéudg of
the firm towards further internationalization. # an evolutionary process where the internatiorpkegence
changes the attitude of the firm to internatioratian. There are close relationships between thiside and the
actual behaviour. The attitude gives the baseshef ihternational involvement and the experience of
international operation influence the attitudesh@lson and Wiedersheim Paul 1975).

We can summarise the definition and state ithternationalization is a process of increasing inelvement in
cross national operations, which requires the comrent of resources and the adaptation to internatioal
markets, changing the attitude of the firm and infuencing the decisions on further internationalizatn.
Internationalization can be classified accordinghe direction of the process as outward (expomprofiucts,
foreign production, licensing and franchise) andvard internationalization (for example foreign sourcing,
import of management ideas). The international iess research tends to focus more on the formérthbu
inward internationalization has the same signiftea(Welch and Luostarinen 1993). Firms who opeoatg in
their home market but are engaged in foreign sograre international as well as firms who have potidn
plants abroad. Sourcing from abroad firms expoefrtquality requirements therefore they can hawdrang
influence on the source country. Importing of maragnt practices and technologies have a powerfudétnon
the home market. Hence the investigation of inwarrnationalization is an essential question. Reta
internationalization is inward oriented for a lotigne, while outward internationalization became eggread
only in the last decades. For instance Wal-Martreesi from international markets since its foundatiout it
operates in foreign countries only in the last tlecades.

In order to understand the motivation of internagiization it is useful to distinguish between nerkeeking
(MS) and efficiency seeking (ES) internationalieati(Dunning 1993, Pearce 2006). A company driven by
market seeking internationalization enters a cquimrorder to supply its markets, while other firmseking
efficiency operate in a country in order to miniensosts (eg. production costs). Motivations for fibrener are
the protectionism (eg. Russia), and the market Idpweent strategies (like in Central and Easternopey
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(Pearce 2006). Efficiency seeking firms operatea inountry because it has favourable productionscesy.
firms investing in China) or can procure cheaper hmtter quality products. By the analysis of
internationalization these different motivationssghl be carefully considered.

Statement: internationalization can be according tahe direction inward and outward and according to
the motivation efficiency seeking and market seekm

2.2. Business internationalization theories

After defining the phenomenon of internationalieatiwe conduct an overview of the relevant business
internationalization theories. There are severabties which explain different aspects of interradiization,
such as enablers, drivers, process, location desigf internationalization and the managementtseidhviour
of multinational companies.
The market imperfection theorfHymer 1976) investigates how a multinational fittmat has limited knowledge
of local condition therefore has the liability afréignness can successfully compete on interndtimaskets.
Hymer states that an international firm must poseesrnally transferable ownership specific advgetin
order to compensate the costs of dealing with nemditions. According to the theory beside the fspecific
advantages the imperfect markets stimulate thenat®nalization. The market imperfections can lassified
into four groups:

1. imperfections in the goods market (brand namesketiag skills and product differentiation)

2. imperfections in the factor market (managementsskihd exclusive sourcing capabilities)

3. imperfections as a result of the economy of scateszope

4. imperfect competition caused by government poli¢fd3l supporting interventions).
Hymer stimulated many researchers to elaboraté&mnspecific advantages.
Similarly the resource advantages (RA) theofiunt and Morgen 1995, 1996, Hunt 2002) emphasikes
company specific advantages as enablers of intenadization. It states that the firm resources are
heterogeneous and imperfectly mobile which reswulttomparative advantage. The comparative advantage
creates competitive advantage and superior busguesess. A firm enters new markets when it catoégnd
develop its comparative advantage for a sustairaigetitive advantage (Andersen 1997).
A more complex view is expressedthe eclectic (OLI) paradigntDunning 1980, 1981, 1988), which states that
the internationalization of businesses is motivalgdthree types of advantages: ownership (firm i§iggc
location (country specific) and internationalizatiadvantages. The ownership advantages are assaficsp
(ownership of specific assets such as financiaitalspecific brand name) and transaction speeificantages
(the advantages as a result of multinationalitg, ¢he ability of a multinational enterprise to dease the
transaction costs compared to the competitors artidrreal market) (Dunning 1981, 1988). Ownership
advantages can be a starting point for the ansfwlieaquestion “what makes a firm successful?” (Bey et al
1992). The country specific advantages are benefiish originate from the location of activities particular
countries. These benefits may arise from structural marketenfgetions such as government regulation
(Rugman et al. 1985) and the potential to economizéransaction costs by reducing risks and to fiteinem
local opportunities (Rugman 1990). The internati@aéion advantages refer to the relative benefitsociated
with different entry modes. It builds on the tractian cost theory and states that firms internaimperfect
international markets up to the point when the £o$tinternationalization exceed the benefits. iRstance the
preferred mode of entry is foreign direct investinwhen the net benefits of internalization are kigthan the
net benefits associated with alternative entry rmod@ugman and Verbeke 1993). There is a critiqa¢ tie
eclectic paradigm is too production oriented, hosvety was applied for service industries also (Oognl989,
Buckley et al 1992). Buckley et al (1992) investigg the eclectic theory in the service industrpdoded that
this theory can help to understand the internatibebaviour of service firms.
The concept of ownership specific advantages wahdu developed by Rugman and Verbeke (1992) who
distinguished between location bound (LB) and rawation bound (NLB) firm specific advantages. Toenfer
can be used mainly in a particular location. In¢batext of FDI, these location bound firm specditvantages
cannot easily be transferred and require signifieglaptation in order to be used in other locat{®syman and
Verbeke 1992). In contrast the location bound fapecific advantages can be easily taken in newetahence
they can be exploited globally without substansidaptation. These advantages, such as efficienageament
skills explain the competitiveness of multinatiofiehs in new markets. Firms internationalize besmathey can
exploit their NLB advantages. Therefore they ar¢gomdrivers of internationalization.

Statement: the non location bound firm specific adantages and imperfect markets are main drivers of
internationalization.

Another aspect of internationalization, the direetof expansion is explained by the strategic bishatheory
(Knickerbocker 1973). It states that companiesligopolistic industries often imitate the strategighaviour of
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the competitors in order to decrease risk and mmirtompetitiveness (follow the leader theory) (Mudta et al
2003). “Motivated by the desire to minimize risksder great uncertainty, most firms in oligopolistidustries
resort to imitating each move that their rivals maikcluding the establishment of production féieifi abroad”
(Malhotra et al 2003). Companies often perceiveketsrwhere the competitors enter as less riskyigGes
argue that this theory does not explain the matimadf the first mover, the expansion of the leac@mpany.
However this theory can predict the behaviour ahedollowers and several examples proved from thetjze.
For instance when US companies invested in EufBpempean firms moved in the United States (Malhetral
2003). This theory is especially useful to explatail internationalization as retailing is a sgbnoligopolistic
industry in many countries.
Another significant branch of international busimessearch explains the process of internatiorteizalhese
models are the internationalization process and itlvation related internationalization models.eTh
internationalization process (Uppsala) modehanson and Wiedersheim-Paul (1975)(@otianson and Vahine
1977) describes the international expansion asrmia@ted sequence of stages starting with exportutino
agents, followed by sales subsidiary and foreigrdpction. The main emphasize is on knowledge devedmnt
and as a result the foreign market commitment.riationalization requires both general and marketiic
knowledge. The later can be developed through épez in international markets, and explains tredgal,
step by step internationalization. The general Kedge facilitates the internationalization (Anderd®93). The
knowledge development stimulates foreign marketrag@ment. The market commitment is the amount aed th
degree of commitment of the engaged resources.
The knowledge about the new market is essentialvercome the psychic distance (the cultural, laggua
business practice differences). Therefore busisgssser to start the internationalization in coig®t where the
psychic distance and as a result the perceivedranasy is the less. This model views internatiaretion as an
evolutionary process, where the experience and lauge development in international markets drives t
internationalization. The main shortcoming of thed®l is the deterministic characteristic, whichleses the
strategic decisions and the individual differeng@smpanies often follow a different path of growdimd start
their international operation with foreign produocti without any export activities. Leapfrogging isitg
common in the international busindstedlund and Kverneland, 1984; Bjorkman, 1989; MakKan, 1992). This
model does not explain the internationalizationegperienced companies. (Melin 1992) In their restent
Johanson and Vahine (1990) argue that there age gxceptions :

1. firms with large resources and much experiencahbleto take larger steps

2. under stable market conditions knowledge can gaimether ways as learning by doing

3. the market knowledge can be transferred to soneneit new markets.
If we want to understand this model and its mistaketter we have to take into account the motinatiof
internationalization described above. This modgbl@rs the market seeking internationalization,refere
problems can start when one try to apply it fomfrdriven by resource seeking. For example firnbsnostart
production in China without exporting goods théBat this internationalization has an other motieatas those
explained in the model.
The innovation related internationalization modedse also behaviourally oriented stage models (fswde
1992). They confirm the statement of the Uppsalaehabout the importance of knowledge and expeeiers
determinants of gradual internationalization. Thesmdels (Bilkey and Tesar 1977, Cavusgil 1982, Kxia
1982 and Reid 1981) state that the internation@izaprocess is an innovation and learning for tine
(Andersen 1993). The market commitment is increpsgiith the increasing international experience. réfare
firms expand step by step their international ofi@na

Statement: firms internationalize gradually in sub®quent stages driven by the increasing knowledge dn
experience about internationalization. Firms starttheir international expansion in countries with theleast
psychic distance.

Regarding internationalization it is a main queastitow multinational enterprises behave in inteoratl
markets. In the strategic decision of internatiocampanies there was always been a tension between
globalisation and adaptatioto individual customers (Ghauri 1992). The advgesaof globalisation are cost
based (eg. maximising economies of scale and semplereducing duplication), while the advantages of
adaptation are revenue based (eg. responsivenesffei@nt consumer segments) (Buckley and Gha0@i42.
This tension can be interpreted as “the cost adgmst of globalisation versus the revenue advantafes
adaptation” (Buckley and Ghauri 2004). Similarly throcess school of international business empéssire
global integration versus local adjustment questidalin 1992), and is related to the internatioratiion versus
globalization debate. These studies concentratthenmanagement of international corporations. Tleeee
different organization models which explain how altmational enterprise (MNE) behaves in internasb
markets. Bartlett and Ghoshal (1989) identifiede¢hiinternational orientations, namely the multioai,
international and global firms. Each of them isreleterized by distinct structural configurationpadistrative



processes and management mentalities (BartletGdnadhal 1989). Their framework was further devetbpg
Rugman and Verbeke (1992), who explained the saafrtieeir competitive advantage.

The specific consumer needs and market conditiinrulste multinational companies to adjust to theal
conditions and develop strategies of national resppeness. This group is classified by Bartlett @tdshal as
multinational firms. Their most important sourcdscompetitive advantage are the location bound ctitipe
advantages (Rugman and Verbeke 1992). However diogoto the eclectic, RA and market imperfection
theories multinational firms should posses somelaoation bound firms specific advantage in ordebé able
to internationalize. The adjustment to local masketquires a great flexibility, therefore the rmational
companies are characterised by dispersed configaraf assets and decentralized management (Baatheit
Ghoshal 1989).

The international companiegplicate their business model in foreign countigthout important adjustment.
The parent company transfer knowledge and expddit®ee subsidiaries. Their competitive advantaugirates
from the NLB FSA (Rugman and Verbeke 1992). Atshene time in their internationalization strateggtiput
emphasise on the optimal choice of the countrytarduse of country specific advantages of the bosghtry.
They have a dispersed configuration of assets éntralised management. The global strategy takeantage
of the convergence of consumer preferences, amadrasult the standardisation of products and psasesThis
strategy can be characterised by tightly controlemhagement and centralised operations. The pexess
globally integrated. Barlett and Ghoshal (1989)msed a fourth strategy, the transnational compahich can
integrate the advantages of the global integrasind local adaptation. This strategy is called somed as
glocal in the literature.

This classification is similar as th&.P.R.G. frameworkof Perlmutter (1969) which distinguishes the
ethnocentric, polycentric, regiocentric and geogerstrategy orientations as successive stages\ldpment.
The first orientation characterises often firms wias not a significant international operationyefigre are not
committed to internationalization. Companies exptieir home business model without substantial
modification. They sell the same products and hHaieesame promotion. The polycentric approach eniphas
the national differences and develop differenttetrg for every markets. The decentralised manageaikenws
the firms to adjust to the local conditions. Howethas structure results in control and coordinatmoblems.
This orientation corresponds with the multinatioagdanization discussed above. In order to soleeptioblem
of coordination but maintain the market orientatsmme firms become regiocentric. These companiesiale a
region specific strategy and concentrate on thdlaincharacteristics of countries in a specificioag The
counterpart of the polycentric organization is ¢le@centric, which develops its strategy on the dvorarket and
takes advantage of the product standardizatiors @pproach neglects the differences of differentketa. Its
main competitive advantage is the economy of schlés orientation refers to the global strategytlie
framework of Bartlett and Goshal (1989).

Statement: according to the degree of global standdization, integration and local adjustment
international firms develop multinational, international, global or glocal strategies.

Statement: the above reviewed theories show that éhbusiness internationalization literature is rathe
outward internationalization oriented. The cause of this gap can be the fact that outward
internationalization is a newer and more visible plenomenon attracting more attention from the
researchers.

3. Characteristics of retail internationalization

In order to discuss the applicability of the busmeheories for the retail industry, we investigéte
characteristics of retail internationalization cargd to the manufacturing internationalizationstive provide
a brief definition of the retail business. Retailimvolves companies who purchase goods from athepanies
with the intention to resell those to the final sumer generally without major transformation in Bmaantities
(Zentes et al 2007). Retailing has several tragidunctions such as:

e Balance the place differences between production dnconsumption the production and
consumption are often in different places. Retgilmakes the products, which come from distance
places, available for the consumers.

« Balance the time differencesthe production and consumption happens ofteniffierdnt time (e.g.
agricultural production, where the harvest is oacgear and the consumption is continuous), retail
balances this difference with storage.

» Balance the quantity differencesproducers produce large quantities while consarbey only small
guantities.

» Harmonise the production and consumption pattern retailers have contact with consumers they
know their demand and preferences, they forwaslittiormation to the producers.



» Finance function retailer often give credit to the consumers idesrto bridge the gap between their
demand and financial possibilities.

» Information share: retailer give information about the product to tomsumers

» Promotion of the products retailers promote the products in their storg.(advertisement, discounts)

However today these functions are changing andeetand to pass some of them to the processatsaking
some other functions from them. Retailers ofterucedtheir stocks and give the storage functionré@gssors.
Vendor managed inventories are good examples ferdiiange. Retailers tend to give the responsibdlit
category management for suppliers giving up thecsiein of product assortment. On the other hangpthate
brands are gaining an increasing importance. Byctieation of these brands retailers overtake thosymt
planning function of processors. These examplastithte that the boundaries between the functibmnstailers
and processors are getting overlapped, hence wercare that the internationalization of these fioms is
getting similar.

Statement: the functions of retailers and processer are getting overlapped which makes the
internationalization of them similar.

Discussing the characteristics of retailing andcpssing Dawson (2007) argues that the main diféa®n
between their internationalization are:

Strategic objectives retailers go in new markets in order to incretimsr sales while manufacturers want to
reduce the production costs.

Local nature of the market: retailers have to adjust to the local markets avipitocessors can regard their
markets as international or global. The foreignrapens of a processor often focus on producticat ik
exported to an other market.

The outlet is the retailer’ product: the retailer brings together its services in &salutlet. The outlet as a
whole is consumed. In contrast the processors siifglle products.

The network structure of the of retail organisatiors: the organisational structure of the retailing is
characterized by comprising many spatially disaggted outlets that operate within a network. Ondtreer
hand processors have much less operational units.

Large number of suppliers and customersretailers have much more suppliers as proces3tues.retailers
generate value through the management of relatijpsistith suppliers. In contrast processors genevalige by
transforming the products.

The cost structuressignificantly differ in the two industries.

We can accept partly these arguments. First ifake & closer look there is not a significant défere between
the strategic objectives of retailers and processéis we argued in the previous section there am@ t
motivations for internationalization: the resoufeéficiency) seeking and market servicing. In teéil context
they can be described as international sourcingexparting of outlets. Similarly processors intdimaalize
with the intention of reducing production costsserving a new market. We can not compare the madaking
retail internationalization with the resource segkprocessing expansion. There are different gfiegeof both
retail and processor companies which adjust toldbal markets differently. Some retailers do nojuat(eg
Aldi, Wal-Mart), while some international processdollow multinational approach and tailor theiogucts to
the specific markets. Both retailers and procesbak& to reduce costs in order to enhance conmyetéss.
Therefore the difference is not between retailes grocessors rather between different strategigs.outlets in
different countries look very similarly, therefonee argue that the third distinction does not mak#ffarence
either. Retailers does not transform the produbtss one can argue that the management of suppkevalue
creating activity has a much bigger significancet Bwe look it closer processors have also adgrgrtfolio of
relationships and often manage strategically theppliers (e.g. supply chain networks). Hence veg¢esthat
supplier management is equally essential for the itvdustries. The cost structure is clearly différand can
cause differences in internationalization. We artheg it is a more helpful position to look for gianities
instead of differences.

Statement: retailers do not have unique characterties which predict a different process of

internationalization. The firm strategies cause thalifferences in internationalization and not the functions
of retailing and processing.

4. Application of the theories in the retail busines

After reviewing the most relevant theories and aésing the characteristics of retailing, in thistems we put
the theories in the retail context. We discuss Ihasiness internationalization theories can helprtderstand
the retail internationalization process. Building the definition of internationalization explained the
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beginning retail internationalization can be defirzes a process of increasing involvement of retaihpanies in
international operations, which can be inward aotivard, and market seeking (sell of goods) anctiefiicy
seeking (international sourcing). National retailée.g. Edeka) source also their products inteynaliy. This
form of internationalization is often overlookedutBt has strong influence on the agri food businetthe
source countries as retailers require suppliesialthese countries to meet their private starslard

The different motivations for internationalizatiane emphasized by Hollander (1970) who disting@siraong
resource seeking and efficiency seeking internatipation. This differentiation is also stated bgnfes et al
(2007) who argue that retail internationalizatias two elements: sourcing and selling. Many stuftieas on
market seeking internationalization, though thécefhcy seeking internationalization is equallyereint for the
retail internationalization research. Coe and HEA305) argue that these inter linked and overlappin
dimensions of internationalization namely storerafien and sourcing, make retailing a fertile anerésearch.
The significance of firm specific advantages asb&ra of internationalization is a common charastier of
several theories. From the market imperfectiomuese advantage and the eclectic theory we canumbathat
retail companies should posses firm specific achga® in order to compete in international markettese are
regarded in many studies as superior managementhangwnership of specific assets. For instanceeositip
specific advantages are the volume buying, thersupsupply chain management of Aldi and Wal-Martlahe
private brands of discount retailers which can &silg exported and enhance competitive advantaderaign
countries. The capability to gather, store, mondad analyse information is a key firm specific ahage
(Dunning 1989) in Buckley et al 1991. As Mulherr®9¥) argues the collection of consumer informaio
key driver of the integrated retail management. Thpability to adapt to new markets is also parthef
knowledge of international retailers and therefagnificant resource (Dawson 2007).

According to the market imperfection theory the érfpct markets make possible for firms to exploit
competitive advantages. The imperfections in thedgamarkets, the increasing role of the brands giag to
the private branded products of retailers. Imp¢ides on the factor markets stimulate the use afue
sourcing capacities. The imperfections as a reswdtonomy of scale are regarded as one of the impstrtant
sources of competitive advantage of internatioetlilers.

Sternquist (1997) applied the eclectic theory ofnBing for the retail business in order to explale t
internationalization of US retail firms and deveddpthe Strategic International Retail Expansion Md&IRE)
model. She intended to make a holistic explanatforetail internationalization. She emphasiseditgortance
of the ownership advantages and distinguished legtvasset and transaction based advantages as DQunnin
(1988), but explained the later differently. Shgued that transaction advantages come from theasditings
are done (e.g. volume buying). The transactionifipevantages were introduced by Dunning as atupEs
which are provided by the multinationality in cadt to new or local companies. In retailing they e
interpreted as economy of scale and scope. Intenatretailers invest in regional distribution tes which
enable them to distribute the goods more efficierthey can use private brands and marketing tmoleany
countries gaining economy of scope.

Similarly to the drivers and enablers businessriationalization theories are used to discuss thextibn of
retail internationalization. Some authors argué thirnational retailers follow each other in nevarkets. One
reason is that they associate the country invagetthd competitors as less risky. This observatiomesponds
with the strategic behaviour theory. The directioh internationalization is often explained with the
internationalization process model, arguing thamganies start to invade countries with the lesscipisy
distance, just later go in more distance countiiag. this model is regarded in the literature astversial.
Sternquist (1997) accepts this thesis, while Vidd BRairhust (1998) discuss this question providimgmples
pro and contra. Other authors refuse the modelekhenples of Vida and Fairhust include US retaiterd other
companies who started their expansion in Canada,ad& Australia, Australian firms expanding in New
Zealand and European firms moving to the neighlngudountries (Douglas and Craig 1992, Treatgold3198
1991, and Welch and Luostarinen 1988) On the dthad they cites Benito and Grispud (1993) who Hauad
that the market selection of service and processidgstries is a discrete choice rather than aualliearning
process. Some other authors argue also that psglidtance can not explain nowadays the internaizatan

of retailers. Burt et al (2008) argue that marki¢taativeness has a more important role by the msipa of
retailers. They state that the expansion of Ahdgpdéin 1976, USA 1977, Czechoslovakia 1991, Portl@a2
and Poland 1995), Delhaize and Carrefour can béiegul better with the market opportunity (marketl)p
thesis than with a pre planned strategy based ogrgphical or cultural proximity. One explanatiohtbe
problems associated to the internationalizatiorc@se model is the changed business climate. 1 97@s,
when the international process model was develoged, technological, political and socio economic
environment was clearly different. The spread térimet made communication, therefore informatioltection,
control and coordination easier. The collapse ef$loviet Union, the Asian financial crises and itiereasing
purchasing power of the Eastern European consursiémsulated a new pattern of internationalization.
Nowadays many firms go in distance markets withwaliecting experience in neighbouring countries.

The globalisation versus adaptation debate is\atabin retailing. As we defined retailing is bung and selling
of goods to the end consumer. Different retail teyies focuse on these two elements differentlye Th
procurement based strategies take advantage dStaéinelardization of processes and the reductiors dest.
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Aldi), while market based approaches focus on aadfjest, product diversification (eg. Carrefour). &lerrs tend

to concentrate on these aspects to different extanding to strategies between the two extremeradyction
and market orientation.

The framework of Bartlett and Ghoshal (1989) can applied to analyze the behaviour of retailers in
international markets. Clearly there are retailet®o replicate their business model in new markethout
major modification developing international strategxamples are Aldi, Lidl and Wal Mart. Some oéth tend

to take advantage of the convergence of consunedenences and the economy of scale and scope amdcst
create global strategy. However the global intégnabf processes and management is not achieved yet
therefore there is no real global strategy in gtail business. Other retailers adjust more tddbal conditions
and have multinational strategy (e.g. Carrefoun)t Bhe subsidiaries are not fully independent amete is
integration in the procurement processes. Theref@rehink there is no real multinational strateger. The
glocal strategy can be observed often when theupeotent processes are centralized but the sulisiliaave
flexibility to select the assortment. The firm sifiecadvantages of retailers influence their stgste-or example
firms owning superior supply chain management skilhd strong supplier relationships are likely a&et
advantage of the global integration and adapt tamrational orientation. We can conclude that thenbwork is

a useful guideline for the analysis of internatiGraion strategies, but in the reality the strégsgare more
complex.

5. Summary and outlook

The aim of the paper was to discuss the applicghili the business internationalization theoriesttom retail
sector. Therefore first we explained the definitiord different forms of internationalization. Wem@masized the
difference between the resource and market seékiagationalization. Afterwards we conducted aergiew
of the most relevant theories explaining the dsyenablers, process and direction of internatinabn as well
as the behaviour of companies in foreign marketgeyTare complementary in explaining the internatiization
of companies. Furthermore they have several siroflaracteristics. They emphasize the significaricheofirm
specific advantages and the influence of knowleaige experience on the internationalization procébgy
show some generic characteristics of internatiaatin therefore they can help to understand ttevieur of
international firms. We found that the literaturieimernational business is rather outward intéomalization
oriented, however inward internationalization hakrmyg tradition and strong impacts on the home haost
countries as well. Therefore the investigationtef trivers and new trends of inward internatiordian is a
promising topic for future research.

We discussed the characteristic of the retail lssirand the process of retail internationalizagiot concluded
that there is not a significant difference betwéled retail and processor internationalization. Thaelitional
functions of retailing and processing are gettingrtapped. Hence the business theories can hefpoade
useful insights into retail internationalization.ewthink it is a better position if one looks thensarities instead
of differences on a strategic level. We argue thatdifferent firm level strategies determine intgionalization
and not the functions.

We discussed the application of the generalisedhbss theories on the retail context using examgiasng
that there are some theories which can clearlyrituté to the better understanding of the developroéretail
internationalization. For example firm specific adtages are important as drivers of internatioatbn and
they influence the strategy of international refial Other theories can be used more carefully,ellewnot
because of the special characteristics of thel fet@iness, rather as a result of the developnmetitd business
environment in general.

The theories proved to be useful to conduct ex pastysis, but if we want to predict the future hsve to
develop the theories. By doing this the firm sigae should be investigated in-depth as they infteethe
internationalization process. The internationalaais part of the overall firm strategy, therefafeve want to
understand their international behaviour first vewénto understand better their strategy. We havevistigate
the strategy formation and the logic of the behawif firms. We can connect this knowledge with éxésting
theories of internationalization. This research familitate the better understanding of the behawif firms in
foreign markets.

We can conclude that there are some generic featbfrbusiness internationalization that are theesamall
sectors, thus the business theories are usefulpiaie retail internationalization. On the othembawe would
argue, if one investigate special features of Iréetaernationalization should be careful and loak &pecial
characteristics which can be the case in someap@cicesses.

Key messages: Retail and processing internationadiion is getting similar. The main difference in tle
internationalization of firms is in their strategy and not in their functions. The existing theories ge useful
for ex post analysis but if we want to predict thefuture behaviour of international firms we have to
conduct more in-depth research in their strategy ad the interrelationship between their strategy andhe



internationalization process. Furthermore we wouldlike to stress that the international business liteature
is outward oriented and the research in inward intenationalization is a promising topic for the future.
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