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Abstract:

The aim of the chapter is to show that now retadeé is a global sector but because of its spéyific
new strategies are necessary if global retailers wesustain their advantage. The concept of glob-
alization is discussed and then referenced toettaél sector. The process of retail internatiorzaliz
tion which resulted in the globalization of retsdictor is analysed. It is assumed that the retailers
were motivated by the goal of sustaining their cetitive advantage. So some ideas of the main
theoretical views of developing sustainable contipetadvantage (SCA): Environmental View and
Resource Based View, referring to the processtefriationalization as well as Yip's description
of globalization process are presented. On the plemof some companies, leading the process of
retail fast internationalization in XX century, likeea, Benetton, Carrefour, Wal-Mart, it is shown
how the resources they developed and externalemaint contributed to their globalization pro-
cess. It is found out that there were two stagebefylobalization of retail sector: first, in whic
non-food companies develop on international masket second, when the mass merchandisers
offering food and other Fast Moving Consumer Goodd(GE) were involved. The fact that after
fast internationalization representatives of bathugs face problems leads to the conclusion that to
be successful in the contemporary global retail etamkw capabilities should be developed.
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1. INTRODUCTION

The notion of globalization is used in differeninses resulting from different
spheres, that may affect spreading of certain nostaadards, unifying patterns of
activity on the global scale. The most importantrafm include spheres such as:
political, legal, ethical, scientific, media, techogy, and finally economi@Ocz-
kowska, 2013). They affect each other, but alsptieess of interaction between
the most general level of globalization analysid Hre next level — the globaliza-
tion of markets / sectors and the most basic —ajjipdition of enterprises. Globali-
zation in the economic sphere of markets / se@ppdies not only to goods, but
consequently to services, labor and technologys Pplacess is stimulated by com-
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panies operating in these markets / in these setttat internationalizes their mar-
keting, purchasing, sales and financial stratedike.aim of these companies is to
achieve economies of scale and scope, thus rediste @nd achieve competitive
advantage in the market for a particular produtheit spatial boundaries.

Although in nineties last century, it was an opmibat retail is not global
sector (Houet al, 2001) it seems that nowadays trade sectorasaadgobal indus-
try, which is the result of internationalizationopesses of trade companies. Yet
retailers who rapidly developed into foreign maskit the seventies of the last
century, and their dynamics was accelerated inetgkties and nineties, are in-
creasingly beginning to encounter problems of dgwalent, hence the questions
arise what strategies they should undertake tarasmigrowing or they may even
have already reached the limits of growth. Thekrfpresents the internationaliza-
tion processes, which resulted in the globalizatbrihe retail industry, theory
about development of competitive advantage on ¢lotzakets, which sought to
refer to the retail sector and the problems fage@mporary global retailers. These
problems are reflected in the decrease of the groavé of many of them, including
the largest ones like Carrefour and Wal-Mart.

2. GLOBALIZATION —THE ESSENCE, FACTORS, STRATEGIES

In recent years, the most important phenomenohénworld economy is a ten-
dency to globalize markets and sectors and a tetedeessity to globalize manage-
ment. Globalization is a very broad and complexess which progresses both in
the economic, socio-cultural and political sphé&®an economic process, it takes
place at three levels simultaneously: the levefirofis, markets/sectors and the
world economy. The fundamental attribute of glaketiion is the integration of ac-
tivities, processes and entities into the worldwidimbal) system functioning at
one of the three levels but linked to the others.

Globalization is variously defined in the literagumainly by specifying its
causes or factors influencing the globalizationcpss. In most general terms, we
can say that globalization is a worldwide, thaglisbal, perspective for specific
strategic decisions and the forms of the activeoébssinesses participating in the
international division of labor, functioning, in naus forms, on the arena of the
world market (Gelbrich, Mdller, 2011, p. 537; Reonek, 2003, p. 307).

Dunning (1992, p. 8) observes gradual formatiothefglobal economy in
which economically leading countries are closelieidependent in terms of
trade, investments and cooperation of firms. Acoaydo Narula and Dunning
(1998), globalization means the mutual dependetime convergence of con-
sumption patterns and technologies in differenintoeas, increasing internation-
alization of production via branch office chainadahe shortening of techno-
logical cycles. Yip (1996, pp. 21-29) considershgllization as the process of
mutual adaptation and coordination on various lewdlactivities of the world
economy entities by means of worldwide and multtéaial integrated compet-
itive strategies.. The European Commission defgiebalization as a process in
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which markets and production in different counttiezome more and more in-
terdependent due to the dynamics of the exchangmods and services, the
flow of capital and technologies (Annual EconomiepRrt, 1998).

Zorska (1998, p. 20), using elements of numerofisitiens, defines glob-
alization as “a long-term process taking placenmworld, of integrating a big-
ger and bigger number of national economies beybrd borders, owing to
the extension and intensification of mutual linksvé€stment, production, trade,
cooperation ones), as a result of which a worldvadenomic system emerges,
with great interdependence and significant repesioms of activities under-
taken/pending even in distant countries”.

It is assumed that the major institutional par@éeits of the globalization pro-
cess are the World Bank, the International Monefamid and the World Trade
Organization (Margda, 2006). The institutions associate the majarfitthe coun-
tries of the world (the World Bank and IMF — 184mieer states, GATT/WTO —
146), and the scope of their competences is sallihza they perform a dominant
role in the formation of international economicat@nships.

The globalization process includes an increashérfrieedom of the flow of
capital, goods, factors of production among coestriThus, we can talk about
gradual disappearance of economic borders anduhliative leap into the mo-
bility of the factors of production. From this poof view, a new market and a new
economy have emerged (Szyiski, 2001, p. 15). The new economy is also an
effect of information revolution which has brougtitout the occurrence of many
new sectors and new methods of operations and reareag in economy. The
development of the new economy means the disseiminat new information
technologies in management, which leads to a nmjowth of the management
effectiveness, the acceleration of the innovataie,rthe reduction of expenditure
and an increase in the use of resources.

To sum up the above discussion, we can claim tietabolition of border
barriers for the flow of capital and other factofsproduction and the abolition
of barriers for locating production, globalizatibas opened a path to the net-
work-based economy. On the firm level, globalizatis a specific concept of
firm management, namely management in the globai@mment, that is oriented
to the world markets, global competition and basedjlobal factors of produc-
tion (Kutschker, Schmidt, 2011, p. 165). Accordiogthis approach, globaliza-
tion is a strategy of a firm strongly dependentlos international economic en-
vironment and the world economic situation.

With regard to the quoted definitions of globaliaat we can indicate certain
features characterizing this process (Zorska, 189%-18; Marzda, 2006, p. 23-25):

— The range — globalization is characterized by adroternational range or
activities on a worldwide scale.

- Many-sidedness — globalization progresses simuttasig in several areas of
social life: economy, politics, culture.
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- Intensity — consists in the intensification of ceggttion, mutual links and in-
terdependencies among countries and societiesitchimst the worldwide
community.

- Interdependence — mutual and close internationapea@tion of entities on
various levels (international level and the levieinalividual economies, sec-
tors/markets, firms).

— Integration — combining the activities of entitiegnducted to the interna-
tional scale on different levels.

—  Compression of time and space — “shrinking” of Warld, participation in
events on all continents, great mobility of peophe, offer of goods from all
over the world.

Numerous works and studies devoted to globaliza¢imphasize the signifi-
cance of substantial changes in the global enviesijrshaped by a lot of factors
and determining the international expansion of §irsimong them we should men-
tion the following factors: political and legal andetermining the level of the lib-
eralization of political and economic relations,sefentific and technical progress
(the development of technologies, the growth ofilgaificance of intellectual cap-
ital), economic ones, of international competitioparticular, social ones (the uni-
fication of consumer tastes, education).

Globalization processes concern the world econasegiors/markets and
firms. It becomes important to indicate the essaridbe globalization of markets
and sectors, as each of those globalization fontels different consequences for
various aspects of strategies and activities ofidirMarkets are defined by con-
sumers and their needs, thus, the globalizatiomarkets focuses on consumer
needs. The extent to which a market is global dépen the extent to which con-
sumer needs with regard to a given product ardaiml over the world. The glob-
alization of sectors concentrates on the abilitfirafis to configure and coordinate
their production activities and those aiming atimgrease in the added value in
a global way, beyond state borders. Globalizedosgare characterized by the
world competition, opportunities arising from theoaomics of scale and scope,
fast technological changes, unified technical saatisl and beneficial trade condi-
tions. Therefore, the evolution of firms' activétimcludes an increasing geograph-
ical range, more intense and complementary usardws forms of international
expansion (export, foreign direct investmentsaaltes), as well as greater config-
uration and coordination of research, productiotramte activities.

Factors which are particularly important in stimirlg globalization pro-
cesses are political and legal factors, as theiddeabout the internationalization
level of international economic exchange. The fagtbeing a result of specific
political decisions of parliaments and governmaftsdividual countries, are of
fundamental significance for the internationaliaatiand dynamics of economic
cooperation to the global scale. However, it shdaddemembered that previously
those countries introduced trade barriers whichegoted national markets against
foreign products and firms. As the development opputies based on national
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resources and markets were gradually coming tandnthey started to reduce the
barriers, inclining to undertake exports and opeirtown markets.

Among scientific and technical factors shaping glabalization process the
development of new technologies, especially infaimmatechnologies, exerting
a stimulating impact on the process of internatierpansion of firms is particularly
important. The development of modern means of pamnsnd telecommunications
has enabled a decrease in distance and time saggaiducers, suppliers and con-
sumers all over the world. Based on new technodpdgest and relatively cheap pro-
cessing and flows of information enable efficieabdination of activities to the
international scale. As a result of faster andefashanges in the environment time
is becoming a very important resource whose vahgp& growing.

Rapid technical and technological developmentasadly related to the glob-
alization process. The phenomenon is particulanracteristic for high-tech in-
dustries: IT, electronics, biotechnology, telecominations. In those industries,
manufacturing a new product is so expensive thahevfirm which is a market
leader cannot incur all the costs connected withdgwvelopment of the new product
on its own, but tries to spread the risk onto @erghumber of partners.

According to Omahe (1990) the direct cause of toavth of technology costs
is the shortening of product lifecycle and the givaanon of the dispersion of tech-
nology. The phenomenon of the dispersion of teadgykonsists in a faster than
before dissemination of new, critical technologiad an inability to maintain com-
petitive advantage rooted in the technology inveisiethe firm for long (Zembura,
2000, p. 11-16). Fast penetration of inventionsrawl technologies, accompanied
by a shorter and shorter technological cycle résudt fast decline in the value of
new technologies and a necessity to acceleratesiorkiew generations of goods.
The dispersion of technology causes the loss okffexts of the experiences of
leaders in the sectors and the acceleration ofebearch and development race.
High costs incurred on new technologies can be emsgied for by fast product
commercialization. Joint efforts of a few firms cansure the implementation of
such a strategy. Owing to technology diffusion, ¢ggialization of technological
abilities of firms located in various countries éakplace, defined as technological
parity (technological convergence on the levelmfrdries).

As it arises from empirical analyses, in the fiatf of the 20th century the
average lifecycle of the majority of consumer goexseeded 20 years, and in dy-
namic sectors — 10 years. In the 1980s, the lilecytmany products did not ex-
ceed 2 years, and now in the semiconductor induisisyshorter than half a year
(Szymaiski, 2001, p. 58; Rymarczyk, 2012, p. 38).

Under the influence of the liberalization of intational trade, the unification and
liberalization of capital markets, integration pesses, unification of consumption
patterns, as well technical progress, to greanésiso economic transformations are
shaping, particularly in international competititmportant changes in demand, sup-
ply and in the conditions of the activity of firmaa the international market are taking
place. Transformations in demand concern mainlyiifigcation and standardization
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of lifestyles, consumption patterns and needs, grotimers under the influence of the
circulation of information and modern informati@thnologies.

In the opinion of the precursors of the globaliaatconcept, Levitt (1983)
the world has become “a common market” on whichppearegardless of their
place of residence, buy the same products andase#kilar quality of life. The
unification of customer tastes and lifestyles wafirged as the “the Californiaza-
tion of need”. Hence, firms operating globally slibéocus their attention on
meeting universal needs and forget about differemteiding individual coun-
tries and nations. The thesis about the deepemiifgcation of consumer needs
worldwide finds its empirical confirmation, but tite same time there is a dis-
tinct tendency for the individual customer appraach

Changes in supply refer to various aspects of miolu and trade. Changes
are taking place in the characteristics of prodweksch are more and more modern
and tailored to the needs of specific groups ofasusrs. What has become a critical
element of the new strategy ensuring success iffiattee of global competition is
reaching possibly broadest group of recipients wighoper product in proper time.

3. COMPETITION AND COMPETIVENESS ON GLOBAL MARKETS

Competition is considered as the basic mechanidimeaiharket economy whereas
the process of developing a competitive advantadieeamain goal of the company.
This notation is widely discussed in the literatQf¢ach, 2014). Here the focus is
on the problem of global competitiveness and dguaknt of the competitive ad-
vantage by the retailers facing so called hypertition. Hyper — competition
started at the turn of 20th and 21st century andiin characteristic features are
intensifying globalization of economies, the estiataof deregulation and privati-
zation, the intensification of technological praggend the revival of the consumer
sovereignty. The question is how the retailers Wwigot their position on global
markets should compete and how to choose their etitive strategies.

The observed changes in competition are both tieetednd the condition of
globalization. The structure and the level of tle@ckness of competitive struggle
directly influence international development stgie adopted by firms. Global
competition creates new systems of links, a nevitguz technical progress, new
methods of achieving competitive advantage. Nevamimational models, different
methods of configuring activities and new waysaeration with the environment
are needed. Firms have to be flexible enough sbleeto quickly adjust to the chang-
ing environment, anticipate, and most of all beaghaf the occurring changes.

Competing to the global scale is possible owinighovations focused on cre-
ating competitive advantages. The concept of ai+ffadeted innovation model was
presented by Drucker (1992, p. 44), who indicabedfdllowing sources of innova-
tion: new knowledge, changes in perception, moaalsies, demographics, innova-
tions arising from the needs of the process, asasantrepreneurshifrigielska,
2007, p. 45-47). Its essence, as Drucker (19924 pwrites, consists in the interde-
pendence of entrepreneurial and innovative aaivitly means of which success is
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pursued. In this way, he refers to the conceptedday J. Schumpeter who believes
that the nature of entrepreneurship is expressatigaly by the elements of novelty
and innovation. It is not only about the creatibmovelty but also the conceptual-
ization of all forces operating in the environm@dbwak-Far, 2000, p. 19). Firms
have to develop capacity for fast, strategic respsitio changes in the environment.
They should, according to Bettis and Hitt (1995gstar three skills: of sensing
changes in the environment, of fast conceptuatinatf the reaction to those
changes, of reallocating the resources for theamphtation of this response.

In Cushman and King's (1993) opinion, High Speedafgment serves to
achieve competitive advantage. It is characterized

— Innovativeness — a capacity for product and progmssvations, but also
structural innovations and innovations in the sptegrmanagement methods.

— Adaptability — an ability to adjust to changes lie tattitudes of employees,
tastes of buyers, expectations of investors, lagulegions, availability of re-
sources and strategies of competitors.

—  Flexibility — an ability to increase and decredse size of the organization,
change the directions for the activities and sgi&t® assimilate acquired
firms fast, implement joint ventures, create coais and eliminate inef-
fective or less effective entities.

- Effectiveness — an ability to maintain permanenaaiage over competitors
with respect to products, efficiency, dividends iforestors, job satisfaction,
customer loyalty, quality of products.

— Speed - an ability to respond to changes in the@mwment faster than com-
petitors (Grudzewski, Hejduk, 2001).

The globalization process is contributing to thst fdow of goods, services
and capital, migration of people and rapid expamnsittransnational corporations.
Corporations are introducing the principles oftetgéc planning and optimization
of production to the global scale, and moving puatidun to countries and regions
of the world with low manufacturing costs (low-ca&stonomies). The new phase
of globalization associates with the relocatiomofrkplaces, production and ser-
vice provision. It is a reaction to changes in blisiness environment. The emer-
gence of global markets of production, servicepjtah labor and knowledge has
resulted in the emergence of the globalized saciety

Companies competing on a global scale implementthiinational strat-
egy, where the management of the respective maikéteated independently
or global when it is integrated in the internatibdamension. The basis for the
global strategy is cost advantage (the activitiesfacused on the specific prod-
uct, product group or segment of buyers), and liefeected in the market strat-
egy which stresses the low price when at the same the standard level of
technological quality is maintained. Enterprisescilare multinational also try
to keep costs at low level, however, at the same they differentiate the prod-
uct, what transfers to adopt the strategy of qualitd price preferences at the
assumed competitive price lev&apinski 2000, p.51).
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The globalization of strategy means the introduttbthe integrated man-
agement of the firm's worldwide resources and isnpetitive advantage.
A. Zorska (1998, p. 21-34) defines global stratagyan attempt of coordination
and standardization in order to integrate actisgitizoth in the systems of prod-
ucts and in domestic or regional markets. It imahultidimensional character.
It strives for the maximization of worldwide resuilty divisions and integration.
Piercionek (2003) claims that global strategy consistshe formulation of
goals and the methods of their implementation endlobal conditions, and be-
longs to the international expansion strategies.

The globalization of strategy aims at managing pizgtions in an inte-
grated way on the worldwide level. Participatiorthie market, global products,
global location of activities and global marketiage the instruments of global
strategy. The application of global strategy enstine economies of scale, econ-
omies of scope and the effects of the optimum pecbdliocation. It also enables
to implement the global strategy of competition.

Explanations of the sources of cost advantage wiliobal enterprises have
over the multinational ones are provided by thecephof Porters’ value added chain
(Houtet al, 2001). The effectiveness of the company is toaverted into benefits
for buyers. Levitt (1983), from the marketing padfitview, commented on the global
strategy as follow: “if the company lowers costd @rices at the same time increas-
ing the quality and reliability of products — maiiming reasonable concern for meet-
ing the needs — then consumers will prefer prodstetsdardized on a global scale”.
Although he stressed the superiority of standaddimarketing policy does not mean
that he negated adapting elements of the marketingo meet local needs, but only
if it is necessary to achieve the objectives setdieeign markets.

Enterprises seeking sustainable competitive adgantave crucial role in
the creation of global markets for products, by mgkstrategic investments-
initiating global competition where they recogniagch a possibility (Houet
al., 2001). Capital expenditures, however, must begaed by an analysis of
opportunities to gain and maintain a competitiveaadage by answering the
following questions (Houet al, 2001, p. 364):

- Is the firm in the best position to implement akglbstrategy and defend its
benefits among other competitors?

- What kind of resources does it need and for howg librwill need them to
acquire a key position.

He also draws attention to other factors necessacpmpete effectively in
the global market, such as the time distance stpa@réne innovator and the fol-
lowers, and whether the benefits of spending onteetwnologies, distribution and
promotion, create the entry barriers (Hettal, 2001, p. 375-379).

The next important aspect of globalization prodeds take a strategic posi-
tion on the market for the products, so as the @mpnay acquire a dominant
position with the suppliers lowering costs of pusé of products thus contributing
heavily to an increase in effectiveness.
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The representatives of Environmental View of depeilent of the sustaina-
ble competitive advantage (SCA) state that choo#liregstrategy should start
from the analysis of changes in the environmentemfie representatives of the
mainstream of the resource RBV are in the posithat is determined by the
available resources. They claim that companiesuases are heterogenous and
imperfectly mobile which could result in developitige sustainable competitive
advantage. Hunt and Morgan (1995), emphasize lgatdmpany’s specific ad-
vantages as enablers of internationalization. Caoriegeenter new markets when
they can exploit their resources and develop thesastainable competitive ad-
vantage (Andersen, 1997). For companies competirggglobal scale represent-
atives of the mainstream of RBV try to identify ttesource group that can be the
source of SCA and key competencies in the globaketaFahy (2002) showed,
among other things, that in the global environment:

— Enterprise resources are much more important md#velopment of SCA
than exogenous factors (such as, e.g., lower labsts), as they are more
difficult to copy.

— Capabilities are more important in the developmaeihtompetitive ad-
vantage than assets.

Theorists of RBV also try to indicate the key, dfiecesources for develop-
ing the SCA in the global market (Stonehoasal, 2009). Elements of both ap
proaches to develop the SCA can be found in Yi@61P. 24-25) who distin-
guishes three stages of a globalization process:

1. Developing the core strategy, allowing the comptemgchieve the competi-
tive advantage on its home market.

2. Internationalization of this strategy, namely itsplementation on foreign
markets, which may need its adaptation to the fipsaf these markets.

3. Globalization of international strategy by introthg: trans-national integra-
tion mechanisms.

Yip (1996) takes the view that at the stage oftstya globalization, namely
the introduction of integrated management of tlodbagl resources of the company
and its competitive advantage, the two groups diofa, i.e. both those defining
the position and company resources and factorlbbafization of the sector which
are equally important (see. Figure 1).

The development of the core strategy is the fouodaif the permanence of
competitive advantage. Usually in the first phasea strategy used in the activities
on the domestic market. The basic task is to defieearea of enterprise activities,
namely to determine the target market and the mtsdeffered. The core strategy
should include the following elements:

—  Type of products offered.

— Market in the geographical sense (spatial rangheomarket).

— Functional strategies for the most important atiégiwithin the value chain.
—  Competitive position.
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- Investment strategy.

When a firm goes outside its domestic market,dte strategy should be inter-
nationalized. The first and most important step shoose foreign markets. It requires
to identify the attractiveness of a market, posrdmpetitors and the way of adap-
tation to the local conditionings and skills to rage a firm operating in a bigger area.

Position and resources

of the company and its
owner
Instruments of the global
strategy:

- Participation in the
global market
- Global products

Advantages /
costs of the

- Gobal presence global strat-
- Global marketing egy
- Global competitive ac-
tions
Globalization factors of
the sector:
- Market
- Costs k
- Government \
- Competition \
\ Organizational con-

N ditions for global
strategy implemen-
tation

Figure 1. The Framework of global strategy
Source: Yip (1996, p. 28).

The global strategy development requires the inictdn of the integrated
management of the firm's worldwide resources am@admpetitive advantage. In
order to achieve benefits from global strategyrra §hould define the instruments
of its global strategy. Yip (1996, p. 46) indicafe® of them:

1. Participation in the market — the choice of dontestiarkets, engagement
level, market share.

2. Products and services — the level of standardizatialiversification on vari-
ous markets.

3. Location of activities — the arrangement of cefishe added value chain on
foreign markets.

4. Marketing — the scope of the standardization araptation of marketing
activities.

5. Competitive moves — the level of subordinating cetitpn strategy on indi-
vidual markets to the global strategy of compatitio
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An enterprise implementing a global strategy shdully participate in the
global market, that is, possess a majority intéreite “Triad” market, offer global
products, global location, global marketing andoglacompetitive moves. Not all of
them are possible to achieve in case of retailiregtd the fact that it is service activity.

4. GLOBALIZATION PROCESSES IN RETAIL TRADE IN THE C ONTEXT
OF THEIR INTERNAL AND EXTERNAL CONDITIONS

The globalization of retail sector is the resultied process of internationalization,
within which retailers successful on home markeérd foreign markets. Due to
the essential function of the trade — purchasedsale at a profit — it covers two
spheres (Knezevic, Szarucki, 2013):

— Internationalization of activities such as procuesinand logistics.
— Internationalization of formats or stores, in orttepursue sales abroad.

Yet, this process is influenced by a number ofreieand internal conditions.
External factors could be grouped into: scientifichnical, social, economic, po-
litical and legal (Katzen, 1993). The fundamenitaiernal conditions include: the
specificity of a sector and its maturity, corporstieategies of companies within it,
including their resources necessary for the dewvaéoyp on foreign markets.

The specificity of the retail sector is expressgdhe fact that the majority
of retailers are brick & mortar retailers, therefon the process of internation-
alization one is forced to (Incandedaal., 1999):

- Find suitable locations for the stores abroad.

— Organize the supply of these stores.

—  Grapple with many problems associated with thelloegulations of eco-
nomic activity.

— Have a sound knowledge of local tastes and customs.

- Effectively manage employees belonging to differaritures.

For many years, this specificity had been the fdictoting growth opportunities
in foreign markets. As a result, although the pssaaf internationalization of trade
began at the end of the nineteenth century andsifieed after World War Il, yet the
beginnings of globalization must be consideretatdte seventies of the last century.
This can be divided into two stages:

1. The development of non-food retailers implementitapal marketing strat-
egy that is offering a standardized product, whadk place in the seventies
and the eighties of the last century.

2. The development of food retailers implementingringtilocal strategy (due
to the nature of the product), operators of hypeketa, supermarkets, dis-
count stores and convenience stores since midiesgbit the last century.

Some non-food retailers started develop very fastooeign markets after
World War Il. They were successful by offering arslardized product, often
own brand, at low prices.
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In the mid of eighties last century the retailefleeong FMCG started to
follow them. An important factor in their successchme the information and
communication technologies (ICT) that enabled thiéection and processing of
information from the buyers and efficient managetwdrsupply chain based on
demand. These innovations allowed retailers toediffitiate themselves from
competitors by the assortment and reduce logistisss. ICT were effective in
the large-scale operations that also contributedgltwbalization processes.
Wrigley (2000, p. 506) commented as follows: “glbletailing is characterized
in the mid-to late 1990s then by the efforts ofedite group of companies that
leverage their increasing core market scale andréeecash flow for expansion-
ary investment those markets provided, in ordeseoure the long term higher
growth opportunities offered by emerging markets”.

Table 1. The largest global retailers in the world, accogdio the volume of sales on for-
eign markets in 2008
O e VO e o0 dale§ e are o ale ne
O O oreig a e O oreig a e O
orig on dolla o total sale % 0 e

Wal-Mart Uus 113,020 26 18
Carrefour France 91,763 57 33
Metro Germany 70,724 61 32
Ahold The Netherlands 49,440 76 9
Schwarz Grp. Germany 43, 931 51 24
Auchan France 38,924 53 11
Aldi Germany 35,269 48 15
Tesco UK 32,717 30 13
IKEA Sweden 29,763 94 37
Rewe Germany 25,955 33 14

Source: Wrigley, Lowe (2014).

So in the nineties there was a change in the fastonulating processes of in-
ternationalization — traditionglushmotives were replaced by tpall. Push motives
associated with the lack of growth opportunitiegstmmhome market, include, among
others, perceived/imminent saturation in domestiaskets, spreading of risk, consol-
idation of buying power, public policy constraieg;onomic conditions and format
maturity (Nicholas, 1995, p. 77-79). They wereipatarly important at the beginning
of retail internationalization process. Latpush factorsoften were replaced by the
pull motives, encouraging retailers to enter foreigrketa They includénter aliathe
possibilities of development on a given market g absence of a specific type (for-
mat) of stores, small competition, existence ofaaket segment that could become
a target market, the possibilities of achievinggabhenomics of scale.

As aresult, at the end of the first decade ofwresntieth century, most worlds’
largest retailers, operated outside home countreba few even in dozens of coun-
tries (Table 1). As seen in Table 1, the highettssan foreign markets were
achieved by FMCG retailers. This was the resultheir dynamic development,
which began with the end of the eighties and mastethe large markets. The only
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retailer in this group, from another industry, vilesa, which dominated the global
market of home furnishings goods — in 2008 andal@ady present in 37 countries
around the world. Retail internationalization, leadto the sector globalization,
looked differently in case of non-food and foodhretrs.

5. DEVELOPMENT OF RETAILERS ON INTERNATIONAL MARKET S

Development of global, non-food retailers

In the seventies and the eighties., when the glrdiain process was taking place
in many industries, retail companies offering rattleeap, non- food products e.g.
Ikea, Benetton, Body Shop Inc., Toys'R’'Us, Marksl &pencer decided to inter-
nationalize their activitiesSfnigielska, 2008). They entered foreign markets iyost
immediately after establishing the core strategiea home market without trying

the other possibilities to differentiate (M&S wa® tonly exception). It was due to
favorable environmental conditions encouraging ifastrnationalization.

Their core strategy was based on the unique fetailat (e.g. Toys’'R'Us) or
unique assortment of an own brand merchandiseréiffeated them from the com-
petitors (like in the case of Benetton). Due td fakernationalization they got the
economics of scale in sourcing, logistics and enuos of scope in advertising that
discouraged competitors from imitating their stgste

The core strategies of these retailers, determitlmgsuccess on home
markets, were copied on the foreign markets theiered. It means that they
rather found outside the home country consumerghiar offer than analyzing
foreign consumer needs and tried to satisfy thegingymarketing tools (com-
peting mostly on price and advertising heavily)ythmeated the demand for
their product and finally have created the “gloimarket segment and the global
position they become to occupy” (Goldman, 1993).

For example Toys ‘R’Us has increased the demandof by making the
customers aware of toys importance for overallcchilucation and — at the same
time — making the wide choice of toys availabletfeem in big stores (Tordjman,
1996). As far as lkea is concerned, significanttdbation to its success on for-
eign markets was made by an advertising campaigeldged when Ikea entered
the Swiss market, which was copied on the othaxidor markets later on (Terp-
stra, Sarathy, 1994, 11). Benetton’s international advertising cargpdiUnited
Colors of Benetton” launched in 1989 “was so susftéshat worldwide fran-
chisees had to swap the basic Benetton sign atb@iedoors for the green logo
featured in the campaign” (Vignadt al., 1993).

The retailers mentioned above are said to shapdetmand to fit their capa-
bilities and strategies. Their fast developmenfiooeign markets was due to factors
related to the companies’ as well as to the extédemvironmental) changes. The
most important internal factors necessary to betimesd are:

—  Marketing capabilities which enable to create imational retailer’'s corporate
identity and global brand.
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- Economics of scale in the process of procurement.
- Effectiveness of the supply chain management asultrof co-ordination of
retailer’s activities on a global scale.

These factors were assisted by the process ofiwgeglobal consumers,
forming the Common European Market and abolitiomainy barriers to invest
in Asia and Eastern Europe.

Economics of scale and scope achieved by globaileet let them to offer
a standard product at a competitive price which thassource of competitive ad-
vantage over the retailers in the host countriegas regardless of the fact if retailers
had their own brand (label) merchandise in therassmt (M&S and Benetton) or
not (Toys’R’'Us). Product image created by the rdtaimat, assortment, kind and
level of services offered to clients was refledtethe retail brand. A well- known
brand and position had become an important cormetisset in the global market.

So global retailers offering standardized produohvweompetitive war at
the first stage of their development. But it sedinad since the mid of the nineties
the next stage has proceeded. Since that time sbhmeng retailers (e.g.
Toys'R'Us, M&S, Benetton), started to have problemisat was reflected in
their decreasing profits; for example In 1995 T&/&/s total profits dropped
from $532 million to $148 million (Domeski, 2001, p. 90).

They were caused mainly by growing competitiorfedéntiation of consumers’
needs, new and cheaper sources of supply (Chiha fhe third stage of globaliza-
tion which is coordination of all operations on tijiebal scale was found to be the
most difficult in practice because of different somer preferences and conditions in
foreign markets. It was the case of Toys’R'Us wistbres turned out to be too big
for European markets or M&S which was so occupiethk process of internation-
alization that it failed to satisfy British consursewhich was its biggest market.

The sources of these problems rooted both intgraalll externally to a com-
pany could be classified in three basic groups:

- The weakening of the basis for the creation of athge — organizations’
strengths.

— Depreciation of the value of the previously usedtspies as a result of chang-
ing environmental conditions.

—  The growing competition both in the home and irefgn markets from com-
panies which offer was better adapted to the nekdayers.

Sometimes environmental changes challenge the stoategy and cause
sweeping changes as it was in the case of Ben@@mmuffoet al, 2001). Benet-
ton core capability had been created by the arpleatyetworks including supplies
from more than 100 small producers in Italy. Thistem had to be changed due
to the competition from fashion retailers like Hean& Mauritz AB Sweden
(H&M) and Zara owned Spanish Inditex SA, which cegied with the suppliers
from the countries in which the cost of productieas lower. It meant a big change
in Benetton's strategy because it had to find neppers and organize the supply
chain from the beginning. The three-year plan wasteld in 2003. It was aimed
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at restoring the distinctive position of the compgmimarily through increasing
price competitiveness as a result of reducing eympémnt, transfer of production
to China and increased cost control. At the same the company is intended to
take action to improve the quality of our produatsl launch new outlets. In spite
of these changes, profit's and share prices ofdnepanies in the years 2002-2005
showed a downward trend (Clark, Rohwedder, 2003).

The globalization the FMCG retailers

FMCG sector includes both food products and normHitems. Global competitors
are running chains of supermarkets, hypermarkistspdnt stores and convenience
stores, where food accounts for at least 50% inutm®ver and operate on a world-
wide scale . However, when analyzing the processitefnationalization of the
sector we refer to the precursors of food retadeih as Julius Meinl. He founded
the company in Vienna in 1862, which in 1932 hadaly stores in Poland, Hun-
gary, Yugoslavia, Romania and Italy (Dawson, 199£67-282).

But the spectacular development of FMCG retailes iieen only since the
mid-eighties when they developed their core strat@tpwing them to benefit
from the scale of operations. It involved the immpéntation of information tech-
nology (ICT). ICT also enabled them coordinatiom @ontrol of operations lo-
cated in various countries. On the other hand ttieaost of the technology de-
creased with the increase of the scope of actsifi@st internationalization pro-
cesses involved such companies as inter alia apsrat hypermarkets (Auchan,
Carrefour, Promodes) and discount stores (Aldiladt& Schwarz).

An important factor in the development of FMCG cisain the nineties was
the fact that the new possibilities to invest inidAand Eastern Europe became
opened for them. These big, not saturated markéifr@gmented retail structures,
lacking innovative retail formats like hypermarkdts/orable law and consumers’
sensitiveness to branded product had encouragedténeational retailers to open
their stores there. To stay competitive they hadvest in the saturated markets of
old EU and US as well as in the emerging (not s&ddrmarkets) in Asia, Eastern
Europe and Africa. As a result of exploiting internesources and external oppor-
tunities of entering new, foreign markets, aftessi¢ghan twenty years of interna-
tionalization (in the late nineties), some retailbad their activities in many coun-
tries, for example in 1999 Toys'R’'Us had 1565 stare27 countries.

As the result of rapid internationalization procebeetail companies the glob-
alization of the sector took place. The global ratof trade sector is testified by
the strategies implemented by companies competirtheglobal scale:

— Investing in the market in which direct competibperates. An example is the
internationalization of Wal-Mart, which was not digethe push factors or
motivated by the possibilities of gaining higheofis in overseas markets,
but was primarily the response to the investmerEwpean businesses in
the United StatesS(igielska, Figiel, 2001).

— Investing in the same markets as the main foregnpetitor, which was at-
tended e.g. by Tesco and Sainsbury (Aleksandef)199
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- Investing in the markets of the triad, which in@udorth America, Asia and the
countries of the EU, often not paying attentioprofitability of such an invest-
ment, as evidenced by some of the investmentgaifais in China and India.

As a result of the pressure of constant growthtaedmperative to partic-
ipate in global competition, many companies statteitivest in more and more
remote regions and industries and sometimes theg na& necessarily the best
possible options to use their resources, as fomgkawas the case of Wal-Mart
in the Chinese, German or British markets. For g¥ariVal-Mart’s decision to
invest in China was closely connected to the faat global competitors had
already operated ther8rfigielska, 2003).

FMCG companies, which rapid development in foraiggrkets began later
than non-food retailers, at the beginning of thertty-first century were in the
phase of growth in the global market. It does neamthat they did not face any
problems. Royal Ahold — a company with a high degreinternationalization — in
2001 was already present in 27 countries and #tsestf foreign sales in total sales
reached 86.5% — has had difficulties since 200&nthe scandal of inflating the
company's profits was revealeth{igielska, 2007, p. 181). Since that time, in order
to achieve a stable financial position, Royal Ahbéts sold a number of foreign
investments, including Argentine subsidiary — DiS®, its shares in the Spanish
market, G. Barbosa and Bombrero chain in Brazilf BRLO and Brunos chains
in US. The consequence of these problems and thexohange rate of the dollar
(revenue from the US market accounted for approdéma 0% of total revenues
of the company) was the decline in profitabilitytire first quarter of 2005 by 55%
compared to the same period the year before. snthy, Ahold, the retailer having
one of the strongest positions in the global FMC&kat (next to Wal-Mart, Car-
refour), lost it to the booming Tesco. FMCG companinave begun to face the
problems of development, not only in new marketoath but also in the home
countries, which often remained the leading markitsis, for example, Wal-Mart
and Tesco became the subject of harsh criticismCardefour was faced with the
loss of an image of the company offering goodswtgrices in France, where price
plays a decisive role in the consumers’ choiceEICG market. In 2004 Carre-
four faced also problems in foreign markets.

The company was founded in France in 1959 butrtestao develop very
fast in 1963 due to introducing the innovative fatm hypermarket. Carrefour
successful core strategy was based on discourgspritecentralization of power
(a lot of freedom was given to the store manageesiiced emphasis on aesthet-
ics, modest equipment, and accelerated rotatistank. This store was unique
in its size which let the consumers meet all tebimpping needs under one roof
(Lal et al, 2004). Hypermarket concept was attributed ndy ém convenience
but also to price. The target markets for hyperraerkvere “young people and
new suburban dwellers as well as the budget-cons@onsumers affected by the
high inflation rates in the 1960s.”(Carrefour SA18).

It was pushed to internationalize in 1969, dueh® legal restriction on
opening big stores. First, it expanded to Belgitimen to Spain and in 1975 to
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the other continent — Latin America, to such coiastas Brazil and Argentina.
In Asia it started operating in the late eightigsexpanding to Taiwan. Yet the
boost of conquering new markets came in the niaetie Europe Carrefour en-
tered Portugal, Italy, Greece, Turkey and Eastarropean countries like the
Czech Republic, Slovakia and Poland, in Latin Am@&r Columbia and Chile
and in Asia: Malaysia, Singapore, Indonesia, Taiw@hina, Japan and South
Korea (Bilinska-Reformat, 2015).

Carrefour, which after the merger with Promodés,ierome the second largest
FMCG retail company, despite a significant presém@® countries and a systematic
increase in sales, announced in 2004, a 15% declimet profits $migielska, 2007,
p. 181). It was largely a consequence of lossdgian. Despite the pressure on the
continuous growth of this retailer there was alsgthdrawal from a number of mar-
kets in which it had failed to succeed, among tihers, in 2003, from the UK and
Chile, in 2005, Japan, Mexico, Norway and Slovaki€006, from Czech Republic
and South Korea, in 2007 and 2009, from Switzerlatgkeria and Russia. The main
reason for withdrawing from these markets is pritpéne lack of achieving intended
objectives because of unsuitable offer or too gtiympetition.

Multinational FMCG companies having a distinctivasfion on the global
market, at the beginning of the twenty-first cegttiius began to meet similar
problems as global retailers and finding the sgat® solve them was not easy.
On the one hand, increasing global market shasssgntial for them because
they could effectively implement new technologiesl grasp the benefits of the
position reached. On the other hand, to satisfisgorers they have to adapt mar-
keting strategies to the needs of very diversel lozakets. As the scale of oper-
ations and achieved position is crucial for theetiveness of FMCG retailers so
sometimes they “race” to enter the new foreign ratwkwithout assessing the
chances to be successful. It often caused problems.

6. PROBLEMS AND STRATEGIES OF CONTEMPORARY RETAILER S
COMPETING ON GLOBAL SCALE

Due to the growing pressure to enter the new marketailers competing on a
global scale started to open their stores in a raacemore distant markets. Ap-
parel/footwear retailers, which were the forerusnarglobalization such as Ben-
etton, although in 2014 operated on many foreigrketa (Benetton in 120 coun-
tries), were not the biggest global retailers ia tarms of sales. They have been
overtaken by competitors better responding to kiamging environment. The lead-
ing group includes retailers such as H & M andtiexdiSA (the main brand of that
retailer is Zara) which sales were several timghdii than that of Benetton (La-
houasnia, 2010). Thus it is not the number of markewhich a chain operates but
its strategy determines the dynamic growth of saléise global market. The fastest
growing apparel retailers keep the costs at lowellend at the same time adapt
their strategy not only to the changing environmautt also to the preferences of
the markets on which they operate. An excellentpta of this type of strategy is



192 Grazyna Smigielska, Renata Oczkowska

provided by Zara, known for flexible managemens@bply chain as well as posi-
tioning and differentiation depending on a foreigarket.

Among retailers of FMCG, a dominant position on gf@bal market for many
years has been occupied by Wal-Mart operating icoR8tries around the world but it
should be noticed that still the majority of reverisicoming from the US market. The
number of countries where the retailer operategjl@sn over the years 2008-2014
by 10; from 18 to 28. But even the world's biggesdiler, is affected by troubles in
a global market. As a consequence Wal-Mart withdrew Germany and last time
decided to close 269 unprofitable stores in theahkEBrazil (D’Innocenzio, 2016).

Also other European operators managing many forimgtermarkets, dis-
count stores, supermarkets, superstores etc. fabéepns. Since 2008, the num-
ber of countries where the leaders of globalizaporcess Carrefour, Metro and
Schwarz group almost haven’t changed, and in tee o&Ahold, there was even
a decline — in 2014 when the company operated onl countries. It should
therefore be concluded that these companies fogwstrengthening their posi-
tion on the domestic and foreign markets, yet flaifahem has been successful.
For example, Tesco (operating in 13 countries reggodrop in sales in 2014
compared to 2013 and reached the value of the ineliexl revenue CAGR of
1.8%. Its close competitor on the global market arr€four reported sales
growth, while the CAGR for this company was negatind amounted to -2.8%
(Global Powers of Retailing, 20L.8More successful have been smaller retailers
but with more focus strategies like Auchan Grougasino.

Contemporary trend in retail globalization is camcation on the large, frag-
mented markets, having the rapid pace of retagissgtowth, such as China, India,
Russia and Brazil. Competing in these markets, kiewés extremely difficult and
requires expertise in adapting to the expectatdmsiyers. Global retailers should
take into account that on these markets they wilbmly compete with other global
companies but also with fast learning local contpegi

The examples presented in the paper show thaffiectieve competition in
the global market occupying the market positiomwal as having the recognized
brand is not enough to compete successfully. Obajlmarket effective manage-
ment of value chain is crucial. In this value chagme elements must be stand-
ardized and the others must remain flexible, so i company could respond
effectively to the environmental changes and sosgtaicompetitive advantage.
Difficulties in maintaining standardized marketistgategy resulting e.g. from the
need for continuous improvement of a service |&yetetailers, according to the
growing expectations of customers; hence the problef M & S, Tesco or Car-
refour on their home markets. Another importansogais growing diversity of
the markets as the globalization process progregsaapting the offer to the
needs of buyers may cause negative consequengesgidition to reducing econ-
omies of scale related to standardization, the @mpnay also lose a clear im-
age, as it happened in the case of Benetton (Canaifal, 2001).
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7.DISCUSSION

The issue of retail internationalization and gld@=tion is a widely discussed
(Yeng, Yazdanifard, 2015; Pall, Hanf, 2013; Lahauas2010; Coe, Wrigley,
2009). Vida and Fairhurst (1998) developed the mofietail internationalization
in which they discussed the antecedents, the mames its outcome. They have
found out that international retailers have advdnsteategies, management and
marketing expertise. Their findings as well as ifiigs of the other Authors dealing
with the problems of retail internationalizatioreagenerally similar to what has
been presented in this paper. Novelty is the uskeo¥ip’s model combined with
the theories of sustainable competitive advantayeldpment which give strong
background for the research as well as separafibwmambranches food and non-
food (or more generally FMCG) retailers and nondfoetailers.

The limitation of the research is that is doesgioe the clear answer to the
guestion on limits of growth. Although some globetailers have problems with
further development the others are boosting. Fiix stcommerce will change the
rules of competition but now it is difficult to piet the results.

8. CONCLUSIONS

General theory of globalization processes, Yip'sdelaas well as the theories
of sustainable competitive advantage developmentdcbe applied success-
fully to analyze the process of the retail sectiobglization. Yet, in the case of
retailing there were two waves of it: developmehenterprises implementing

a global marketing strategy (non-food retailersj #me development of FMCG

retailers. Internal factors of this process inclutd¥elopment of necessary re-
sources (capabilities and competencies) which endi® successful interna-
tionalization. External factors include progresstéghnology and networking

characteristic for the knowledge-based economynimgeup many, non-satu-

rated markets in which the core strategies couldremented.

Regardless of the branch (food or non-food), regaresd by a company op-
erating on the global market, a key role in thecess will have the resources
allowing them to coordinate spread operations: cidiea in supply chain man-
agement (IT and logistics) and marketing managentkevieloped on the basis of
their core competencies. However, they must adoptaformula, corresponding
to the current competitive environment, emerginthatbeginning of the twenty-
first century and becoming increasingly fierce.

It seems that food retailer have followed the saam as non-food retail-
ers so now some of them are facing problems wittasning the growth rate.
At this point they should decide on their key res@s and key markets to de-
velop new competitive strategies.
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