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Abstract:

Purpose of the article: To distinguish and describe Lithuanian retail internationalization of the peculiarities in
the last twenty-four years and bases on the changes in the future.

Methodology/methods: The retail internationalization literature explores the theories, concepts, experiences
in different countries is the methodological basis for the assessment of the process and the prospect of these
process changes in Lithuania. Lithuanian retail internationalization progress of the investigation from the
beginning, development and future prospects is divided into three phases. From a methodological point of
view, this is a difficult research because even after twenty years.

Scientific aim: To analyse retail internationalization process in Lithuania — features and prospects.

Findings: Investigate and evaluate three Lithuanian retail internationalization stages showed that each of them
has distinct features. A survey of retailers allowed to set retail internationalization level in 2013.
Conclusions: The retail trade internationalisation process in Lithuania, which started immediately after the
destruction of the socialist economy and proceeded as the foundation for market economy was being laid, was
particular in the sense that famous foreign retail trade companies did not immediately enter the Lithuanian
retail market. The characteristic feature of the process in Lithuania was the establishment of joint capital
companies, while individual foreign businessmen often started their business in the country by opening their
first store. Research limitations: no interest of retailers to be in contact regarding research and wide theme
was as serious limitations to find out and explore the Lithuanian retail internationalization features. This is
the original article, exploring the small market of retail internationalization process characteristics from its
beginning until 2014.
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Introduction

On March 11" 1990 — posted the Independence Act
did not mean that Lithuania has become an indepen-
dent sovereign state. Formally, this has become, but,
first of all industry was built in the Soviet Union.
Second, the first period of Independent (1991-1995
year) was an important because of independence act
admit by world countries. Third, in Lithuania was a
Soviet army. Fourth — the Soviet Union start blocka-
de of economic in the summer. Fifth — rublis conti-
nues to circulate as currency. Sixth — disrupted trade
monetary relations. Seventh — lack of converted cu-
rrency. Eighth — Moscow putsch. Ninth — the Soviet
Union’s collapse. Tenth — inflation spikes. Eleventh
— there was no market economy model created.

The following factors were important in the first,
second and third year of independence. Mentioned
just the most important environmental factors that
affect the development of the new state peripeties
in all its areas of operations. Strategic lack of pro-
vision, lack of experience the importance of par-
ties interests before the state, desovietization law
enactment almost without radical changes took
place in restructuring of state institutions to the in-
dependent state institutions. As the fundamentals of
the national market economy were developed by a
“shock therapy” method, i.e. privatisation of Sta-
te-owned stores and the adaptation of then unused
space for trade purposes was a relatively fast and not
always a transparent process. The development and
establishment of private trade in the market were
taking place in a complicated and challenging envi-
ronment. Foreign businesses could also freely par-
ticipate in and be part of the processes. The overall
preconditions and background for retail internatio-
nalisation in Lithuania were entirely different from
those in countries with a highly-developed econo-
my, or even in Poland that under socialism had many
small private shops. The level of business risk was
very high, while any profit could be projected for the
future only. Furthermore, the Lithuanian market was
quite small, and the overall complicated operating
conditions were not acceptable for large foreign re-
tail trade companies. Certain retail internationalisa-
tion processes in Lithuania were simultaneous with
privatisation of State-owned trade facilities and the
emerging private trade sector. Those may be descri-
bed as individual cases that have never been resear-
ched or examined in the retail internationalisation
theory; however, as instances they have been refe-
rred to in the books and articles by Holander (1970),
Treadgold (1988), Salmon and Tordjman (1989),
Dawson (1994), Alexander (1990a), Alexander,

Myers (2000) and other authors.

The retail internationalisation processes in Lithu-
ania acquired a number of specific features since
from the very outset they were progressing in non-
-conventional ways that were affected by a number
of different factors. Such affecting factors included
the complexity of the external environment, the pe-
culiarity of the emerging market economy, the small
scale of the market, the low purchasing power of re-
sidents, the initiative of the local business commu-
nity in creating and developing the private trade sec-
tor, etc. Lithuanian capital-based companies, which
were emerging and gaining strength gradually, from
2000 started their entry and expansion to the mar-
kets of neighbouring countries. Concurrently, the
retail internationalisation processes were in progress
and gaining pace in Lithuania. A substantiation of
the prospects of retail internationalisation processes
in Lithuania requires identifying and generalising
the features of such processes in individual periods,
and their comparison with global trends. It is justi-
fiable to assume that the retail internationalisation
processes in Lithuania will continue to have some
peculiar features that they have acquired in the pre-
ceding periods.

Theoretical foundation of the present article are to
identify and describe the features of the retail inter-
nationalisation processes in Lithuania, and substan-
tiate the assumptions for the development of these
processes in the future. The following tasks have
been defined for the above purpose:

e Methodology for the identification of the periods
of retail internationalisation.

e Description of the features of the retail internatio-
nalisation periods.

e Future developments of retail internationalisation.

The subject of the present paper is an unconven-
tional case study of Lithuania developing its market
economy. The theoretical basis for the present paper
is market economy laws, articles and books where
the object of research is the internationalisation of
retail trade, its constituting processes, and the case
studies of individual East and Middle European
countries practice experience.

1. Overview of references

The internationalisation of retail trade actually star-
ted concurrently with the appearance and develop-
ment of retail trade itself. The internationalisation
process was progressing at a slow pace and was clo-
sely interrelated with practical activities. The actual
research of the phenomenon started simultaneously
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with the emerging interest on the part of retailers
to invest in foreign markets, given that the transac-
tional costs were very diverse. According to the
eclectic paradigm of international production, or the
OLI model, offered by P. Dunning in 1950, the pro-
duction of goods on an international scale is a pro-
duct of three interrelated factors inherent to a foreign
market, i.e. the ownership advantages, the location
advantages and the internationalisation advantages
in a foreign market (Alexander, Quinn, 2002). It was
with a reference to those specific market advantages
that the decisions to invest into markets with a more
favourable environment were taken. Thus, the ob-
ject of interest in relation to the initial and further
research in retail internationalisation was retail trade
companies themselves. The findings by the research
Holander (1970) were his proposal of five forms of
retail trade companies whereby traders enter foreign
markets. Those would include general merchandise
dealer, trading companies, specialised chains, direct
selling and automatic vending. The classification of
retail trade companies proposed by Holander built
a valuable basis for further research exercise, i.e.
helped more precisely define a retail trade company
as the business subject and the forms in which such
companies may expand to foreign markets. Starting
from the mid-1980s, the analysis (political, legal,
economic and cultural) of external environment fac-
tors sought to determine the manner in which such
factors affected the investment of foreign retail trade
companies. Special attention to the issue was devo-
ted by Kacker (1985). Treadgold (1988) continued
to investigate the issues of retail internationalisation
not only from a trade company’s, but also from the
market’s viewpoint. Treadgold compiled a typology
of retail trade companies. The typology was based
on the interdependence between the costs related to
the expansion of the company’s operations to fore-
ign markets and the supply control. Based on this
criterion, Treadgold classified trade companies en-
tering foreign markets into four groups, i.e. cautious
development, incentivised to develop, aggressive
strategy and global influence). This classification of
retail trade companies helped answering the questi-
on as to in what direction and how such companies
were expanding.

Salmon and Trodjman (1989) classified trading
companies according to their strategies. Salmon
and Trodjman proposed three principal strategies of
retail companies (global, multinational and invest-
ment), depending on the area in which the retail
company was operating.

Pellegrini (1991) supplemented the OLI model,
i.e. further to FDI (foreign direct investment), he

included other internal corporate and market envi-
ronment elements, such as organisational innova-
tiveness, strength of the trade mark, market size,
competitive environment, efc. Pellegrini sought to
closer examine the causes for the trade internalisa-
tion processes, and classified the motives according
to the OLI model.

Other authors, for instance, Burt (1993), in his
survey of retail companies in Great Britain estab-
lished a chronological sequence of internationalisa-
tion on a company level, while Simpson and Thorpe
(1995) developed the PLIN (Product, Lifestyle, Im-
age, Niche) model and identified stages for the inter-
nationalisation of a retail company.

After 1990 opened up new markets in Central and
Eastern European countries as well as the possibili-
ties to entrench there was analysed by Fulop (1991),
Loker, Good, Huddeston (1994), Drtina (1995),
Lorentz, Hakkinen and Hilmola (2006), Horska,
Ubreziova (2007).

Alexander and Myer (2000) proposed a dual ap-
proach towards retail trade internationalisation, i.e.
an operational internationalisation more focused on
the internationalisation processes from the com-
pany’s viewpoint, and market internationalisation
that emphasised the distribution of companies in
markets. The authors merged the motives of a retail
company and the market into one single matrix.

Each stage of retail internationalisation — goods
(product) — company — market — has been addressed
by various authors who have developed different
theories for of each of them. The complexity of the
process lay in its basis, i.e. goods — companies, or
rather companies — markets, which led to the appear-
ance of new theories that now may be applied by dif-
ferent countries retail internationalization process.

1.1 Research methodology

By analyse Lithuanian retail internationalization pro-
cess through 24 years of independence, ie from private
commercial establishment, its dominant position in
the domestic market occupancy and internationaliza-
tion processes of evolution was based on quantitative
and qualitative methods and case studies. They were
used by the authors Treadgold (1988), Alexander
(1990b), Williams1 (1992), Whitehead (1992), Ake-
hurst, Alexander (1995), Myers (1995), Myers, Alex-
ander (1996, 1997), Burt (1993), Davies, Fergusson
(1995), Laulojainen (1992), Moore (1998), Palmer
(2005), Palmer, Quinn (2007), Bianchi (2009), Alex-
ander, Doherty (2010) articles. These authors retail
internationalization process in county aspect do not
analyse but company level methodological point it
can be applied nationally.
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Lithuania has chosen an open market economy
model with the so-called “shock therapy”. Large-
scale inflation in the first three years there was dif-
ficult to discern the operation of market forces. Were
collected available data from Department of Statis-
tics, Government issue regulations, comments in the
press, Vilnius University and other research material
which allowed for the assessment of the country’s
retail internationalization of the peculiarities of the
different phases. Survey in 2013 — Lithuania’s larg-
est trading companies — allowed methodically assess
its level of internationalization.

The purpose of the research in this area is to me-
thodically identify stages of the national retail in-
ternationalisation and their features, as this exercise
will provide a better insight in the prospects of the
process. For the purpose of the present paper, stages
of retail internationalisation will be determined fol-
lowing market economy laws, theoretical provisions
of retail trade internationalisation and practical ex-
amples, also programmes of the Government of the
Republic of Lithuania.

2. Methodology/Design Methodology

Lithuanian retail internationalization progress of the
investigation from the beginning, development and
future prospects is divided into three phases. From
a methodological point of view, this is a difficult re-
search because even after twenty years, Alexander,
Rhodes and Myers (2011) noted that the Eastern Eu-
ropean markets for Western Europe was not known
with specific peculiarities and new opportunities.
While Holander (1970), Treadgold (1988),
Salmon, Trodjam (1989), Dawson (1994), Alexander
(1997), Simson, Thorpe (1995), Alexander, Myers
(2000) studied the retail internationalization of com-
panies or separate parts of process (economic, cul-
tural, entry ways, strategies), which helped methodi-
cally assessing the Lithuanian retail trade of the first
phase of internationalization of the economic envi-
ronment for foreign investors in the coming opportu-
nities. At this stage, in addition method — analysis of
the literature used and the statistical analysis method
and other organizations’ research. Collect and pro-
cess data of Lithuania Statistics, legal acts material,
use Vilnius University Department of Economics
trading foreign equity trading firms and Vengraus-
kas, Mackeviciuus (2013) research, helped to sum
up the first phase of the retail internationalization.
For the first and second phase analyze helped Fu-
lop (1991), Loker, Good, Henddeston (1994), Drtina
(1995), Lorente, Hakkinen, Hilmola (2006), Horska,

Ubreziova (2007) researches made of Hungarian,
Slovak, Czech, Russian retail internationalisation.
In the third strage, in addition to the previously
mentioned methods of investigation was made re-
search of 34 biggest Litnuanian and foreign retail
companies. Data of this reserch helped to determine
the Lithuanian retail trade internationalisation level.

3. Preconditions for internationalisation of
retail trade

The preconditions for retail trade in Lithuania need
to be addressed separately as they emerged only af-
ter the Law on Privatisation of State-Owned Proper-
ty was passed in 1991, and after the launch of pri-
vatisation of state trade enterprises. Legalisation of
private property is an important foundation for the
development of market economy. According to the
Law on Privatisation of State-Owned Property, fore-
ign legal and natural persons were also authorised to
participate in auctions. Thus an important precondi-
tion for retail trade internationalisation was present
from the very outset of building market economy.

Other important preconditions were the size of the
market, level of the national economy and the state
policy. The size of a market operates as a magnet,
i.e. the attraction of a large market is strong; thus the
largest global retail trade companies draw up plans to
enter such markets and seek to implement the plans
as soon as favourable conditions become available.
The size of a market is an allurement, while a small
market has to wait for its turn. The level of a coun-
try’s economy is an important precondition of retail
internationalisation, since a higher level of economy
ensures a lower level of business risk. The size of
the market, however, remains a more important fac-
tor. The state’s policy may facilitate the advent of
foreign retail traders, or, on the contrary, it may ag-
gravate the conditions for such entry. Being a small
country, Lithuania opted for an open economy pol-
icy, and the retail internationalisation process does
not require any specific conditions.

A significant obstacle for retail trade internation-
alisation in a country that has started developing its
market economy is a relatively high level of business
risk A possible frequent change of governments,
lack of economic stability, high level of corruption
and other threats impede the advent of foreign busi-
nessmen or trade companies into the country.

Competition, as a “driving force” of a market
economy, is one of the determinant preconditions
for the entry of foreign retail trade companies into
a country. Also a national trade market may have no
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niches left as all sectors had been occupied by lo-
cal trade companies that compete to strengthen their
positions in the market. Another possible scenario is
that other national retail trade companies of a similar
type already operate in the national market. No less
important is the competition policy implemented
by the Government or other public authorities, i.e.
where it is equal for all companies operating in a
country’s territory, or favours domestic companies.
Retail trade internationalisation may progress not
only by entry into a national market of retail trade
companies of other states, but also indirectly, e.g.
through wholesale trading, distribution of trade-
marks, lease, efc. Such retail internationalisation
methods are inherent mostly for markets of small
countries that are not that attractive for large foreign
retail traders.

Neighbours of a country. This precondition is of
special relevance for countries that have just started
developing their market economy. Economically
strong neighbours, irrespective of their territory
and population, may materially affect the national
economy and thus the retail trade internationalisa-
tion process.

All of the preconditions referred to earlier mani-
fested themselves, to a greater or lesser extent, in
the individual stages of the Lithuanian retail trade
internationalisation.

4. Stages of retail internationalisation and
their features

The retail trade internationalisation launched only
in the 1990s in a country that had just started de-
veloping its market economy had a huge potential
as the theoretical provisions and the experience of
other countries were clear and well known. The larg-
est impact upon the course of a country’s retail trade
internationalisation is produced by the entry into the
market of foreign trade companies. Having entered
the national market, the company may develop its
trade network. However, in case no large foreign re-
tailer that could essentially change the situation in
one or another merchandise market enters the na-
tional market during the first years, the identification
of stages of internationalisation should be related
with the developments in the national economy. A
growing national economy is attractive to foreign
investors that in the period of crisis or stagnation
may acquire companies verging on bankruptcy.
Having regard to the methods as described earlier
and the size of the Lithuanian economy in the early
stages of its market development, three stages of

" Consumer
cooperations
10,7%

National 1,7%

Figure 1. Distribution of stores according to ownership
form in 1995 Source: Vengrauskas and Mackevicius, 2013

retail internationalisation in Lithuania could be dis-
tinguished: Stage 1 (1990-1999) or the developing
market economy stage, Stage 2 (2000-2009) or the
stage of the establishment of market economy, and
Stage 3 (from 2010), or the stage of changes.

Stage 1. The first stage of the Lithuanian retail
market internationalisation could be conditionally
divided into two periods. 1991-1995 was the period
of privatisation of the state trade sector. Essentially,
it was in this period that the private trade sector was
established (see Figure 1).

Although in 1991-1995, prior to the introduction
of the litas (1993/06/01), the national economy was
suffering from high inflation, the shortage of mer-
chandise, high unemployment and weak economy,
both legal and natural foreign persons were allowed
to acquire privatised state-owned trade objects or
other unused premises or to build new stores. The
investment risk was rather high and there were not
many foreign investors that took advantage of that
possibility. In 1992, some brothers Ortiz from Bel-
gium opened their first grocery store on Antakalnio
Street in Vilnius. In 2012, Iki celebrated its 20th an-
niversary as the second largest trade network in Lith-
uania that also runs a chain of stores in Latvia and
Estonia. The course of developing a trade network
that starts with the opening of a new store is obvi-
ously different from the arrangement where an inves-
tor buys an already operating trade network. In the
first case the store network is expanded gradually and
concurrently with growth of the economy, and such
a network becomes very own and familiar to buy-
ers, similarly to a Lithuanian-capital trade network.
While purchasing an operating trade network only
changes the owners of the acquired company, and
thus the company may establish itself relatively easy
in the market. Lithuanian capital based trade chains
networks were established and developing similarly
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to the network established by the Ortiz brothers. At
the same time a number of joint trade companies were
organised under an arrangement where a Lithuanian
businessman provided the premises, while a foreign
partner contributed seed capital required for the com-
pany to launch its operations. In 1993, the first joint
venture Baltman prekyba was opened in Kaunas,
founded by Lithuanian and Estonian legal entities.
Similarly to the IKI retail chain, the number of out-
lets of Baltman prekyba was increasing. According
to the findings of a survey carried out by the Trade
Economy Department of the Faculty of Economy of
Vilnius University in cooperation with the Depart-
ment of Statistics under the Government of the Re-
public of Lithuania, at the end of 1995 foreign capital
trading companies in Lithuania accounted for a mere
1.71% of the total trading companies, and 93.4% of
them were represented by joint ventures. More than
60% of all foreign capital companies were trading
in non-food goods. In 1995, foreign capital compa-
nies accounted for 5.5% of the total turnover of re-
tail trade. If foreign capital companies only traded in
goods of other countries, the level of the Lithuanian
retail trade internationalisation would be very low.
A survey of 1997 showed that 89.4% of the goods
marketed by foreign trade companies were imported
(Vengrauskas, Mackevicius, 2013), Zitkiené (2003).
This high percentage of imported merchandise only
shows that foreign retail companies preferred bring-
ing into the country cheaper imported goods to deal-
ing with Lithuanian manufacturers. Besides, during
the first years of the market economy development
the buyers’ attitude towards nicely packed goods im-
ported from foreign countries was very favourable.
That was the time of flourishing trade in food and
non-food products in open market places. Goods
were mostly imported from Turkey and China. In ad-
dition, large volumes of foreign merchandise were
marketed by distributors of individual trademarks,
i.e. by traders who had obtained permits from manu-
facturers to distribute their goods in the country, or in
individual towns. In 1992, Lithuanian businessmen
established a joint venture Sanitex that distributed
the Procter&Gamble brand laundry detergents and
other goods. UAB Senukai started trading in con-
struction materials and different household articles.
Although there are no statistical data as to the per-
centage of imported or locally produced goods with
the overall turnover of retail trade, the findings of a
survey on the origin of the merchandise of foreign
capital companies suggested that imported goods
at that time could account for 70% or more of the
overall turnover of retail trade in the country. This
high level of internationalisation of retail trade may

be viewed from different viewpoints. First, that im-
peded the enhancement of local industrial companies
that encountered difficulties in realising their pro-
duce since goods of the same nature were imported
from abroad. Second, in the first years of state-owned
property privatisation, in view of the overall short-
age of goods such import of goods was inevitable.
In that period (1991-1995) the largest impact upon
the internationalisation of retail trade was produced
by the import of goods, rather than foreign capital
trade companies; a certain role was also played by
distributors of trademarks and traders in imported
goods at open market places.

In generalising the results of the retail internation-
alisation in that period, the following features may
be distinguished:

o In view of the small size of the market and an ex-
tensive risk, large foreign retail trade companies
did not enter the Lithuanian retail trade market.

e The most frequent arrangement was the esta-
blishment of joint ventures with foreign capital-
-based retail trade companies.

e Individual foreign businessmen started their busi-
ness in Lithuania from opening a new store.

e A significant role was played by the import of go-
ods and the trading at open market places.

The second period of Stage 1 of retail trade inter-
nationalisation (1996-1999) could be described as
the establishment of private trade and the competiti-
on for market sharing, also attracting foreign capital
to the trade sector.

The market was witnessing a gradual amalgama-
tion of companies which was proceeding not only
through construction of new stores or reconstruction
of existing ones, but also through integrating smaller
companies, i.e. taking them over. The qualitative and
quantitative developments in the national retail trade
network became the background for the formation
and development of some large foodstuff retail cha-
ins as Maxima, Iki, UAB Ekovalda, and some in the
non-food trading sector, such as Senukai, Apranga,
etc. However, not all trade companies had sufficient
capital for further development and were looking
for ways to attract funding from abroad. In 1999,
UAB Ekovalda sold 50% of its shares to a Swedish
company that, having later purchased the remaining
interest, established the Rimi retail chain in 2002.
Until 2000, the Lithuanian retail trade network was
dominated by Lithuanian capital-based trade com-
panies. On the other hand, a large part of the turno-
ver in such companies was represented my imported
goods (see Table 1).

The data for four years show the dynamics of the
general retail trade internationalisation in Lithuania,

Roénik VIIl — Cislo 20 e Volume VIII — Issue 20

63



Trendy ekonomiky a managementu / Trends Economics and Management

Table 1. Distribution of the retail trade turnover by the origin of goods in 1998-2001 (%).

Total goods manufactured and sold

Change

NACE Activities

In Lithuania (%)

2001 vs 1998
Abroad (%) ( v )

1998 1999 2000 2001 1998 1999 2000 2001 Lith. Foreign
50  Motor vehicles and retail 409 474 447 389 591 52,6 553 6l -2.0 2.0
sale of automotive fuel
50.10 Sale of motor vehicles 6.8 9.3 2.7 24 932 90.7 973 976 —4.4 44
50.50 Retail sale of automotive 822 851 834 824 178 149 166 17.6 0.2 -0.2
fuel
52 Retail trade, except of motor 52.3 543 537 550 47.7 457 463 45.0 2.7 2.7
vehicles
52.11 Retail sale in non- 729 739 742 740 27.1 26.1 258 260 1.1 -1.1
specialised stores with
food, beverages or tobacco
predominating
52.12 Other retail sale in non- 456 359 331 333 544 641 669 667 —12.3 12.3
specialised stores
52.4 Other retail sale of new 291 331 279 298 709 669 731 702 0.7 -0.7
goods in specialised store
52.44 Retail sale of furniture, 46.4 431 40.0 382 536 569 600 618 -8.2 8.2

lighting equipment and
other household articles,
n.e.s.

Source: Lithuania Statistic Department 1998-2001.

and of individual large merchandise groups; such data
largely reflect the developments in the national eco-
nomy. As a positive development it should be noted
that more than half of the total retail goods turnover,
except motor vehicles, was represented by goods of
Lithuanian origin, and that this share was on the rise.
However, having in mind that before 1990 Lithuania
had highly developed food, clothing, textile and fur-
niture manufacturing sectors, the share of 55% that
Lithuanian manufactured merchandise accounted for
in the overall turnover in 2001 was not large enou-
gh. That actually meant that not all industry branches
succeeded in establishing themselves under the mar-
ket economy conditions. The low internationalisati-
on level of retail sale in non-specialised stores with
food, beverages or tobacco predominating could be
assessed as a positive phenomenon. Meanwhile the
level of internationalisation in trading sectors 52.12,
52.4 and 52.44 was rather high, since the furniture,
clothing and textile production sectors encountered
difficulties in terms of sector growth.

The principal features of the second period of
Stage 1 of the retail trade internationalisation were
the following:

e acceleration of amalgamation of Lithuanian-capi-
tal companies, and market sharing;

e more than half of the total retail goods turnover
was represented by goods of Lithuanian origin;

e some Lithuanian-capital trade companies started
searching for strategic investors.

The retail trade internationalisation at that stage
included complex processes, displaying certain
features characteristic of a small country that had
just started creating the foundations of its market
economy.

The second stage of the Lithuanian retail trade
internationalisation (2000-2009) is characterised
by the gradual recovery of the Lithuanian economy
after the Russian crisis, and the years of the econo-
mic prosperity until the very outburst of the global
economic and financial crisis.

Concurrently in Lithuania the retail internationa-
lisation processes were accelerating. In 2004, the Fi-
nnish trading company Kesko acquired the outstan-
ding 50% interest of UAB Senukai. In 2000, ICA
AB acquired the remaining 50% interest in UAB
Ekovalda. In 2008, the Ortiz brothers completed the
transaction of the sale of the UAB Palink retail chain
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to Copernic, an independent alliance of trade com-
panies. These instances demonstrated some essential
changes taking place in the Lithuanian retail trade
internationalisation processes. Foreign retail trade
companies were purchasing well established retail
chains holding a market share. As some of these cha-
ins were Lithuanian capital based, and UAB Palink
had been developing and expanding gradually since

1992, customers actually did not notice the change

of the owners, i.e. they were visiting the same stores

without seeing any essential changes. In the autumn
of 2008, UAB Akropolio Group sold the premises

of Kauno Akropolis (area in excess of 80,000 sq. m)

to the German company Deka Immubilien GmbH.

The purchasing of well-functioning retail chains

and trade centres by foreign investors evidences a

high level of saturation of the national market, me-

aning that entering into the market or developing a

new retail chain there would be a complex exercise,

and would be hardly justifiable from the economic
viewpoint.

In the period of economic growth and prosperity
with the purchasing power of residents increasing, a
number of new trading outlets were opened not only
by large national trade networks, but also by smaller
foreign and Lithuanian capital trading companies. In
other words, it was the time of occupying the still
remaining, yet less profitable market niches. Part of
foreign retail trade companies enter the Lithuanian
market indirectly, though their intermediaries, also
using franchise or other indirect methods for this
purpose.

It can be say, that Lithuanian retail internationa-
lization processes in the second stage are more and
more closer by theoretical aspects and practice.

The principal features of this period of retail trade
internationalisation were the following:

e Foreign trade companies started purchasing large
food and non-food retail chains and shopping cen-
tres based on Lithuanian and foreign capital.

e The national trade market was getting increasin-
gly globalised.

Apparently, in the times of economic prospe-
rity, the retail trade internationalisation level was
increasing.

Stage 3 started simultaneously with the beginning
of the global economic and financial crisis. The wi-
thdrawal from the crisis became a protracted proce-
ss, and in 2012 the national retail trade turnover did
not yet reach the pre-crisis volumes of 2008. In the
years of the economic crisis, not only smaller but
also large retail chains closed part of their loss-ma-
king stores. Therefore, the entry into the Lithuanian
retail trade market was practically possible only by

acquiring an operating retail chain, or by leasing
premises in the major national trade centres. The
Lithuanian retail trade market is oversaturated and
until the residents’ purchasing power starts growing
new investors can hardly be expected to seek ente-
ring the market. The only exception perhaps is large
international trade companies, such as IKEA or
H&M (Hennes&Mauritz). IKEA has already started
at 2013 of August construction of its trade centre in
Vilnius and expects to attract buyers from Latvia,
Poland, Belarus and other neighbouring countries.
In September 2013, H&M established a network
company H&M Hennes&Mauritz in Lithuania, and
opened retail space in the shopping centres Akropo-
lis in Vilnius and Kaunas. In 2014 H&M opened two
new shops in different shopping centers — Panorama
and Gedimino 9. The retail trade company H&M
does not intend to build a new apparel trade centre
or chain in Lithuania, but rather leases trading space
in large shopping centres with large flows of buy-
ers. Apparently, the company will meet competition
from the Lithuanian capital trade company Apranga
that has brought such trademarks as Zara, Stradiva-
rius, Mexx and others to the market, but H&M se-
ems ready to take the challenge.

It is evident that during Stage 3 the retail trade
market internationalisation processes were conti-
nuing and involving globally-known retail trade
companies. Such processes may be assessed in two
ways. Residents of the country will undoubtedly
benefit from such developments by being offered a
larger assortment of merchandise and not having to
look for some famous trademarks in other countries.
However, Lithuanian or joint capital medium-sized
trade companies might be losers as they find it inc-
reasingly difficult to compete with stronger and be-
tter known counterparts. The consequences of glo-
balisation processes are apparent.

Stage 3 may be defined as a stage of the Lithua-
nian retail internationalisation at the highest level.
Some time ago nobody could expect that IKEA
would decide to build its brand trade centre in Vil-
nius or H&M would enter the market with its trade-
mark merchandise. Therefore, in the future also
other globally famous brands can be expected to
enter the Lithuanian market in one form or another.
Other way is to buy present Lithuanian capital-based
companies or retail chain as Norfa or Maxima.

Interviewed the biggest Lithuanian retail compa-
nies (16 food retailers and 18 non-food retailers).
The turnover of these retailers are 65.8% of 2012 to-
tal retail trade volume (retail trade, except of motor
vehicles). Lithuania manufactured goods accounted
for an average of 53.5% of the total retail turnover
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in 2012. In 2012 compared to 2001 in all retail trade
turnover of goods produced in Lithuania level was
1.5 points lower. We can see that the increasing pro-
cesses of retail internationalization in Lithuania gre-
ater impact on retail internationalization don’t have.

Conclusions

The retail trade internationalisation process in Li-
thuania, which started immediately after the de-
struction of the socialist economy and proceeded as
the foundation for market economy was being laid,
was particular in the sense that famous foreign re-
tail trade companies did not immediately enter the
Lithuanian retail market. The characteristic feature
of the process in Lithuania was the establishment of
joint capital companies, while individual foreign bu-
sinessmen often started their business in the country
by opening their first store.

Although the process of privatisation of state-
-owned trade outlets was rather fast and chaotic, both

References

Alexander, N. (1990a). Retailers and International
Markets: Motives for Expansion. International Marketing
Review, 7(4), pp. 75-85.

Alexander, N. (1990b). Retailing Post-1992. Service
Industries Journal, 10(2), pp. 172-187.

Akehurst, G.,Alexander, N.(1995). Theinternationalisation
process in retailing. The Service Industries Journal. Vol.
15, No. 4, pp. 1-15.

Alexander, N., Myers, H. (2000). The retail
internationalization process. International Marketing
Review, 17, pp. 334-353.

Alexander, N., Dohert, A. M. (2010). International
retail research: focus, methodology and conceptual
development. International Journal of Retail&Distribution
Management,38(11/12), pp. 928-942.

Alexander, N., Quinn, B. (2002). International retail
divestment. International Journal of Retail and
Distribution Management, 30(2), pp. 112—125.

Bianchi, C. (2009). Retail Internationalization from
Emerging Markets: Case Study Evidence from Chile.
International Marketing Review, 26(2), pp. 221-243.
Alexander N., Rhodes, M., Myers, H. (2011). A
gravitational model of international retail market selection.
Intenational marketing review, 28(2), pp. 183-200.

Burt, S. (1993). Temporal trends in the internationalization
of British retailing. International Review of Retail,
Distribution and Consumer Research, 3(4), pp. 391-410.
Davies, R., Fergusson, F. (1995). The International

Lithuanian and local businessmen were allowed to
participate in it. Until 2000, the principal method of
internationalisation of the national retail trade sec-
tor was the establishment of joint ventures, part of
which further established proprietary, though often
quite small, retail chains; also an important role at
the time was played by the import of merchandise
and the trade at open market places.

Starting with 2000, Lithuanian capital-based trade
networks started looking for strategic investors, and
a number of well-known and established European
retail trade companies entered the Lithuanian mar-
ket. In the end of Stage 2, there was possible to find
similarities with world retail internationalization
processes.

In the Starge 3 was the same similarities with re-
tail internationalization processes. Here was opened
big center by IKEA, H&M opened 3 shops already
in shopping centres. And one of possibilities is to
buy Lithuanian capital-based companies.

Activities of Japanese Retailers. Service Industries
Journal, 15(4), pp. 97-117.

Dawson, J. (1994). The internationalization of retailing.
Journal of Marketing Management, 10, pp. 267-82.
Drtina, T. (1995). The Intrnationalization of Retailing in
the Check and Slovak Republics. The Service Industries
Journal, 15(4), pp. 191-203.

Fulop, E. (1991). The Changing Structure of Hungarian
Retailing: Prospects for Foreign Retailers. Journal of
Marketing Management, 7(4), pp. 383-396.

Hollander, S. (1970). Multinational Retailing, Michigan
State University, East Lansing, MI.

Horska, E., Ubreziova, J. (2007). Product Adaptation in
Processes of Internationalization. Case of the Slovak Food-
processing Companies. Baltic Journal of Management,
2(3), pp- 319-333.

Kacker, M. (1985). Transatlantic Trends in Retailing.
Westport, CT: Quorum.

Laulojainen, R. (1992). Lois Vuitton Malletier: a Truly
Global Retailer. Annals of the Japan association of
Economic geographess, 38(2), pp. 55-70.

Lithuania Statistic Department Data. Retrieved from:
http://dbl .stat.gov.lt/statbank/default.asp?w=1366.

Loker, S., Good, L., Huddeston, (1994). Entering Eastern
European Markets:Lessons from Smart, Recent Advances
in Retailing and Services. Science Conference, 710, May,
Banff-Alberta.

Lorentz, H., Hakkinen, L., Hilmola, O. P. (2006). Analysis

66

Roénik VIl — Cislo 20 e Volume VIl — Issue 20



Trendy ekonomiky a managementu / Trends Economics and Management

of the Russian Retail sector. Prospects for cross-border
M and A Activity. Baltic Journal of Management, 1(2),
pp. 148-168.

Moore, C. M. (1998). Internationalization on pret-a-
porter: the Case of Kookai and Morgan’s entry into the
UK Fashion Market. Journal of Fashion Marketing and
Management, 2(2), pp. 153—158.

Myers, H. (1995). The Changing Process of
Internationalization in the European Union. Service
Industries Journal, 15(4), pp. 42-56.

Myers, H., Alexander, N. (1996). European Food Retailers
Evoliution of Global Markets. International Journal of
Retail and Distribution Management, 24(6), pp. 34-43.
Myers, H., Alexander, N. (1997). Food Retailing
Opportunities in Eastern Europe. European Business
Review, 97(3), pp. 124-133.

Salmon, W.J., Tordjman, A. (1989). The Internationalisation
of Retailing. International Journal of Retailing, 4,
pp. 3—-16.

Simpson, E. M., Thrope, D. J. (1995). A Conceptual
Model of Strategic Considerations for International Retail
Expansion. Service Industries Journal, 15(4), pp. 16-24.
Palmer, M. (2005). Retail multinational learning: a Case
Study of Tesco. International Journal of Retail and
Distribution Management, 33(1), pp. 23-48.

Doruceno redakci: 18. 9. 2013
Recenzovano: 1. 3. 2014
Schvaleno k publikovani: 29. 8. 2014

Palmer, M. and Quinn, B. (2007). The Nature International
divestment: insights from Ahold. International Marketing
Review, 24(1), pp. 26—44.

Pellegrini, L. (1991). The Internationalization of Retailing
and 1992 Europe. Journal of marketing Channels, 1(2),
pp. 3-27.

Treadgold, A. (1988). Retailing without frontier. Retail and
Distribution Management, 16(6), pp. 8—12.

Whitehead, M. B. (1992). Internationalization of Retailing:
Developing New Perspectives. European Journal of
Marketing, 26(8/9), pp. 74-79.
Williams, D.  (1992).

Motives  for  Retailer

Internationalization:  their Impact, Structure and
Implications. Journal —Marketing Management, 8,
pp. 269-285.

Williams, D. (1992). Retailer Internationalization: an
Empirical Inquiry. European Journal of Marketing,
26(8/9), pp. 269-285.

Vengrauskas, P. V., Mackevicius, V. (2013). Lietuvos
mazmeninés prekybos transformacija 1986-2010 metais.
UAB TeleSAT pressa spaustuvé, Marijampolé.

Zitkiene,  R.  (2003). prekybos
internacionalizacijos veiksniai ir plétros tendencijos ES

Mazmeninés

Salyse // Transformacijos Ryty ir Centringje Europoje :
zurnalo “Tiltai” priedas: mokslo darbai. 13(2), pp. 543-552.

Elze Rudiene Phd student

Mykolo Romerio University

Faculty of finance management and economics
Pazagiskiu 29, LT-04125, Vilnius

Lithuania

Tel.: +370 68685232

E-mail: elze.rudiene@gmail.com

Roénik VIIl — Cislo 20 e Volume VIII — Issue 20

67



