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A Study on Overseas Expansion
of Retail Enterprises

Since December 11, 2004, China has fully opened the retail market and has re-
moved all the constraints for foreign and domestic market. A growing number of trans-
national retail enterprises accelerate the pace of expansion in China. Compared to
multinational retailers, local retail businesses are too weak. Multinational companies
have brought unprecedented pressure to the local retail companies. Retail industry is
a leading industry, which not only can affect the rhythm and speed of overall national
economy , but also can affect the economic structure. International Retail Enterprises,,
with their huge capital strength, large commercial scale as well as a huge commodity
procurement capacity, control and convert the manufacturing sector, and affect
China’s industrial structure through the competitive advantage and price advantage;
and by virtue of its enormous monopoly, they will eventually affect the consumer
rights of consumers. Therefore, in — depth research on the overseas expansion strategy
of retail enterprises and conclusions on the relevant laws of the retail business expan-
sion have great significance for the Chinese government and retailers to understand the
competition and to develop appropriate responses.

On the basis of summarizing relevant literatures of overseas expansion of retail
businesses, this article compiled the form of overseas expansion. Conducting the
mode of entrance, the format selection, and the expansion mode into the basic frame-
work of overseas expansion system; respectively conducting research in the three asso-
ciated aspects. Using qualitative analysis and empirical research, this article pro-
posed the analytical framework of the expansion of the retail business.

The main thesis is arranged in the following order:

The first part is an introduction which illustrates the background, significance,
relevant definition of the concept, status and method of research. The innovations and
shortcomings of this paper were also introduced.

The second part proposed the relevant theories of expansion of the retail busi-
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ness. This part focused on analyzing four theories of overseas expansion, that is, the
molivation , the entering, the format choice and the expansion model, providing a ref-
erences and enlightenments for the thesis, and laying a theoretical foundation.

The third part discussed the mode of entering. First of all, it analyzed the select
feature of the entering mode of overseas expansion, especially taking into account the
policy factors and strategic factors which were neglected by previous studies, clarif-
ying the relationship between the intrinsic properties and entering modes, as well as
the inherent characteristics to build a model describing the entry way. By quantitative
study, we analyzed the transition of 6 transnational retail enterprises in China. This
paper examines the accuracy and reliability of the model.

The fourth part studied the format choice of expanding of retail companies. This
part first analyzed the characteristics of different formats, and then discussed the in-
ternal factors and external factors affecting the system. The model of factors affecting
overseas expansion was also established which was used to analyze empirically the
choices of overseas expansion of Walmart and Carrefour.

The fifth part explored into the mode of overseas expansion. This research paper
discussed it from three levels that are the order of expansion, the scale of expansion
and the shape of expansion. Through analyzing the factor, this paper set up the
choice model. Using 4 models, quantitative study on multinational retail companies
was conducted.

The sixth part studied the expansion of the retail business under the financial cri-
sis. The financial crisis has brought a great impact on the expansion of retailers. The
impact is in diversity of features; at the same time, under the financial crisis, the
new channel of expansion — Internet Retail has developed rapidly.

The seventh part focused on the countermeasures and suggestions of China’s re-
sponse to the expansion of transnational retail enterprises. Through the history of ex-
pansion in China, the performance and the impact on China’s retail industry, this pa-
per put forward China’s response the countermeasures to the expansion of transnational
retail enterprises in China.

The main conclusions are as follows:

1. This paper conducted the study on the entering model of overseas retail busi-

ness. The establishment of the model and empirical analysis showed the following
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conclusions: First, the overseas expansion of retail business faces different external
factors and internal factors. When the inherent characteristics are manifested in a
high level of control, high - resource protection, low technology proliferation, low
risk and flexibility, the companies are inclined to take the form of self — owned enter-
prises, mergers and acquisitions. Second, when the intrinsic properties of the retail
business are in the low level of control, low - resource protection, high proliferation
risk, high flexibility, companies prefer joint ventures, licensing and other entry
ways. Third, when there is a fundamental change in policies and regulations in the
host country, the company will change its mode of entry, such as by mergers and ac-
quisitions, etc. to expand the number of shop in the host countries to expand its influ-
ence in the host countries.

2. This paper analyzed the format choice of overseas expansion. Model and em-
pirical analysis show the following conclusions; First, when expanding overseas mar-
ket, more retailers choose forms of their own expertise. Second, when the host
country’s macro — environment is relaxed, it will have a positive influence on the
choice; when the host country has weaker competitors, the retailers prefer forms of
more mature in their home countries; when the consumers of host countries are spend-
ing positively, the retailers are more willing to try the advanced forms. Third, the dif-
ferent format has different key factors in the expansion.

3. This research paper discussed it from three levels that are the order of expan-
sion, the scale of expansion and the shape of expansion. Through analyzing the fac-
tor, this paper set up the choice model, then presented new ideas for overseas expan-
sion. 8 models of overseas expansion are concluded, namely: expansion of early
large — scale immersion, the initial mass expansion, the initial expansion of small —
scale immersion, the initial fighting small — scale expansion, the late expansion of
large — scale infiltration, the late large — scale fighting expansion, the late small —
scale infiltration, the late small — scale fighting expansion and the late fighting expan-
sion. Through model and empirical analysis we drew the following conclusions : first,
the initial large — scale fighting expansion will bring business to maximize perform-
ance; second, late expansion of small — scale infiltration model is chosen to minimize
corporate performance; third, the performance of other expansion mode is between

the two models.
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4. This thesis concluded that under the context of the financial crisis, the over-
seas expansion of retail enterprises is both challenging and opportunities. As the end
of the industry, in the overall context of the economic downturn, there is an inevita-
ble slowing growth. The development process shows that after each crisis, there will
usher in a new development, giving birth to new retail formats and the new retail gi-
ants. To survive in the crisis and made development is necessary for each enterprises.
Under the crisis, overseas expansion of retail enterprises shows three characteristics :
first, different economies of each country have different impact; second, the impact
of different formats is different; third, the impact of different brands and categories
are different. Meanwhile, in the context of the crisis, the rapid development of Inter-

net retailing has become a new channel for rapid expansion.

Keywords: Retail Enterprises; Overseas Expansion; Entering Model; Formats
of Retail Business; Expanding Model
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