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1. INTRODUCTION

The development of retail trade must today be viewethe light of its internationalization
because of the intertwinement of international eoois flows and a growing expansion of
business activities of large retail companies lotimeir own country and abroad.

In this paper, we shall try to give some basic rimfation about the influence of
internationalization of retail trade on faster depenent of particular forms of shops, on the
retail structure, as well as on the possible dgraknt of production in the country into
which large international retail chains are expagdFurthermore, we shall also point at some
specific characteristics of the internationalizatad retail trade in the Republic of Croatia.

The purpose of this paper is to provide a basis meore extensive studies of
internationalization and globalization of retadde and for consideration of these phenomena
in the context of economic development.

2. THE NEED FOR INTERNATIONALIZATION AND GLOBALIZATION OF
RETAIL TRADE

The terminternationalizationwas derived from the adjective “international” wiin English
means the extending across the boundaries of anduodl state, so that one can speak about
the internationalization of a company at the velgnment when it starts to engage in foreign
market$. Thus, for an individual company, internationaliaa means engaging in business
activities abroad.

Within the corporate strategy of a company, it iscessary to also observe its
internationalization, which actually enables thevelepment of this company. Such
companies that have already reached their crisizal and that have no further possibilities of
growth on their home market (because of the cormpetiaw), may find new opportunities

for development only on the world market (cf. MasgSimmet, 1990, p. 40).

! Weber, W.; Kabst, R.: 'Internationalisierung mitéhdischer Unternehmen: Organisationsform und
Personalmanagement', in: Gutmann, J. and Kabst, R. (A@6@&nationalisierung im MittelstandGabler,
Wiesbaden, 2000., pp. 3 — 89, p. .8, cf: 'Internationalisierung waartehmenhttp://www.hartling.name/
internationalisierung/begriff.html[Accessed 14.12.2007]




So, for example, in Germany in 1990 the marketeslwdirten largest retailers in the line of
work of food goods and groceries was around 65ddaft approximately 85 %), which has
considerably aggravated further growth of thesepamies in their own country (Hanf/Hanf,

2005, p.89). There is, therefore, a high concéntraof retail trade on the home market, so
only investments abroad offer big companies inlithes of business potentials for growth
without violating legal provisions about monopoly

When speaking about internationalization, many peadmost always also think about
globalization (Internationalisierung von Unternelmme 2007). Actually, globalization can be
regarded as the philosophy of internationalizafietz, 1990a, p. 9).

Globalization marks the opening of national ecoremsrand borders as the consequence of
expansion of trade, flow of capital, movement oble and exchange of ideas, spreading of
information, knowledge and technologies, as welh gsocess of deregulation...This is by no

means a new phenomenon, although the processrieasyabeen accelerating in the past few

years (Europa Glossar, 2007).

What we can understand under globalization is thabay intertwinement of national
economies through the creation of global capitabds and services markets and expansion
of world transnational companies and company ailkan(Greve, 2000).

The concept of globalization comprises both inteomalization multinationalization in
addition to the shifts in the distribution of powbeetween the politics and economy
(Brodowski, 2000, p. 1). That is to say that matianalization has marked the formation of
strategies that are specific for particular coastror groups of countries (Tietz, 1990b, p.
103). In this connection there is also the termocgglization“ which could be used to
designate the introduction of a “global“ productierhis being adjusted to the respective local
needs of buyers (Von der InternationalisierungQQ7).

Internationalization and globalization are bas@df bf all, on the aims of development, but
not less important are also the aims of the distidm of risk and participating in the
development of other trading companies based otranefer of experience from one country
into the other (Tietz, 1993, p. 1495).

Unlike the wholesale trade, the growing importaw€enternationalization in the field of
retail trade has been realized only recently (Pgig904, p. 2). Retail trade is, namely,
traditionally “local”, so that until recently it cbd have hardly been said for any two countries
that they have the same retail structure (Einzelbkim Deutschland, 2003).

Dramatic changes have been taking place in thé netde in the developed world, as well as
in the countries into which the world active ret@dmpanies have been expanding, whereby
the results of the concentration and internatiaa#itbn processes are particularly obvious
(Wortmann, 2003). The processes in question heee the horizontal and vertical
concentration with the wholesale trade, and rétade has also developed a special relation
with suppliers in the sense t#an retailing where the flows of merchandise / goods and
information are being optimized. Furthermore, thbess been a new distribution of work
between the industry and trade and an expansitadd-marks.

2 George, G.; Diler, H. (1993): 'Internationalisierunts aVachstumsstrategie des Einzelhandels’, in:
Tommsdorff, V., ed: Handelsforschung 1992/1998Viesbaden: Gabler, pp. 165 — 186, p.139, according to
Hanf/Hanf, 2005, p. 89.
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To illustrate the size of the companies in questiorTable 1 we have presented ten of the

world’s largest retailers in thgrocerybranch (GerLebensmittelhandgl
Table 1: Ten largest global retalers in the groceryector in 2006

Rank Enterprise—group Cou ntry Group turnover Foreig_n
of origin plus VAT, in bill. US$  turnover, in %

1. Wal-Mart Stores, Int USA 376,43( 22
2. Carrefour S. A. France 122,214 53
3. Metro Group Germany 87,360 55
4, Tesco Plc. UK 86,827 25
5. Seven & I. Holdings Co., Ltd. (1) Japan 79,101 34
6. Ahold N. V. Hollanc 77,54¢ 82
7. The Croger Co. USA 69,549 0
8. Sears Holdings Corporati USA 64,83: 12
9. Costco Wholesale Corp. USA 64,737 20
10. Target Corp. USA 62,584 0

Source Planet Retail May 2007, according tdop 30 Welt 2006

In the table we can observe the already well kndaat that company-groups from larger
countries can still, to some extent, expand inrttiemiciliary countries and are not yet forced
to expand into other countries as it is the cask edmpany-groups from smaller countries of
origin.

Internationally active trading companies can fonteinational or even global value chains.
This includes trade-marks and some other formsoperation, and especially important are
processes of globalization of acquisition in reta#de. Therefore, global value creation
chains can be diversely formed and coordinated, thadrading company more and more
frequently plays the central role in the process efample, we can use the agrarian products
branch where global food concerns and retail chain& become integrators of international
value chains (Stamm, 2004). In this connection, fems of retail trade are developing as
well, especially large surface shops (for examplpemmarkets), discounters, extramural
professional markets (Gdfachmark} and the like.

In past analyses of international value chains dtiention was focused on international
finance capital or the multinational production gamy. However, the development of large
retail trade and market oriented companies paveel wWay for other effects of

internationalization, i.e. globalization (Cf. Eidzandel und Globalisierung..., 2007).
Penetration of large international retail chainsnir highly developed countries onto the
markets of the developing world also means the tpaten of those manufacturers which
participate in their value chains. Thus new fornisredail trade are developing in these
countries; but, at the same time, the domiciliargdpction and retail companies in these
countries are jeopardized. As an answer to thiflestge, domiciliary retail companies need
to concentrate as well and develop internationkievahains of their own.

3. POSSIBILITIES FOR  EXPANSION OF RETAILERS ON THE
INTERNATIONAL PLAN

The possibilities for activity of internationallctive retail companies relate to the transfer of
goods, know-how, staff, means of production, oritedth Here, internationalization can be
graded as follows: export, franchising, joint vertupurchase of companies, foundation of

8 Cf.. Berekoven, L. (1978)internationales MarketingWiesbaden, p. 38, according to: Meffert, H., and
Althans, J. (1982)internationales MarketingStuttgart etc.: Verlag W. Kohlhammer p. 26.



daughter companies. In the implementation of thasiens about the internationalization of
business of a retail company there are also sormer attrategic options that need to be
mentioned: license, concession, cooperation withdh-called cross-border associations of
retailers, ett The following methods of entering foreign markemn be distinguished
(Pietersen/Schrahe, 2004, pp. 58-68):

(a) mergers and acquisitions;

(b) seed corn acquisition;

(c) foundation of branch offices;

(d) joint ventures;

(e) franchising.

Because of the great influence of the retail tradenvironment on the formation of its
structure (Cf.: Jain, 1996, p. 537) every countg its own specific forms of shops through
which the large retail systems try to expand irtteeo countries. Since internationalization in
the retail trade means primarily the transfer obwrhow from one country into another
(Tietz, 1990a, p. 12), the effects of internaticration are first observable in the faster
technical and technological development of inteamatl retail trade. Equally important in the
internationalization of retail trade are adaptatiom the sphere of logistics, so that it also
influences the possibilities of rationalization (@fleissner/Simmet, 1990, p. 39).

The arrival of foreign retailers into a country @ies additional competition on its home
market with all accompanying positive and negatefeects for that country’s economic
system as a whole. Additional competition can haesitive influence on domestic retailers
so that they may rationalize and improve the foahtheir shops in the sense of marketing,
and that they may copy certain strategies and teahtechnological and organizational
solutions.

Equally, the thus enriched offer can reduce thdlawmtof purchasing power into other
countries, improve the level of satisfying the tsuneeds, and the like. In respect to the
interconnection of retail trade and its surroundinigternationalization of retail trade could,
to some extent, produce positive effects not onlythe development of consumption, but
also for the development of domestic productiorm8&dransition countries in Central and
Eastern Europe are usually set out as positive pbesnof effects of internationalization on
retail trade. In these countries, benefits fromititernationalization of retail trade refer to the
restructuring of home retail trade and enriching trade offer, whereas the disadvantages
arising from internationalization of retail tradee dhe difficulties in the business operations of
home retailers. Furthermore, as benefits fromigoreetail chains, some authors emphasize
their contribution to the growth of the sales voturand export of the domestic industry
(Ani¢/Vouk, 2000, p. 45-46).

Today, of course, through the internationalizatddmretail trade, large retail companies also
transfer from the countries of origin adequate sdahout the new role of marketing in the
society. This means that internationalization nsemaot only the said transfer of know-how
and business conceptions, but also the transfewulire, i.e. the management of culture
(Anderer, 1997).

4ct. McGoldrick, P. J. (1995): 'Introduction to internatioRatailing', in: xxx (1995): International Retailing -
Trends and Strategies, London: Pitman Publishing, p. &rdiog to: Knego, N. (1998): 'Moge ulazne
strategije u procesu internacionalizacije maloprodBjednomska misao i praks®ol. 7, No 2, pp. 313-332,
p. 322 (in Croatian)



4. FORMS OF SHOPS USED IN THE EXPANSION INTO THE FOREIGN
MARKETS

In the strategy of internationalization of retadlde we can distinguish (Tietz, 1990a, p. 7):
(a) products strategy
(b) marketing strategy.

In the product strategy the retail company expamsad offering the same products that are
offered in the retail trade in the country of omgiMarketing strategy uses marketing
instruments in approaching the market (marketing) mi

Choice of the shop format depends, first of all, tme so-called organizational
internationalization. This means the creation ¢éninational concerns through participation in
the capital, the takeover of companies in differ@intries, the use of business conceptions
outside of the borders of a given country, etcu{iBs, 1990, p. 97).

In the framework of multinational marketing concepthe mostly used are basic global
concepts. They are adjusted to national pecubarith the sphere of assortment, pricing,
communications and shop formats concepts (Jair§,12%38).

This adjustment is given great importance, andsitaiso the condition for successful
expansion of new shop formats. Innovations from W®&A, relating to self-service shops,
supermarkets, discounts houses and suburban skomanters, have — with certain
adjustments — gradually found their way into aluetries. As an example, there are new
discount houses in Germany, the so-called consumagkets (Ge Fachmark], i.e. self-
service department stores. In France, evolutiondistounting has after 1960 turned
supermarkets into hypermarkets, but hypermarket® wet successful in the USA (Jain,
1996, p. 538). In the internationalization of reteade the first step is the choice of location.
The choice of locations also means the choice efstiop’s surrounding, especially of its
potential customers and competitors. Thereforedisgsion about the location is burdened
with the highest risk. The decision about the lmrais the foundation for other long-term,
strategic decisions that demand considerable imearst

Decision about the macro location determines tg@reor the settlement in which the shop
will be situated, and micro location determines plosition of the shop on the chosen macro
location. In international retail trade decisionsoat the macro location are especially
important, regarding the favorableness of a cedaimtry, region or city for the expansion of
the shops. Furthermore, macro location is espgcialportant for “affiliated” companies,
because this involves the characteristics of tlegghical area in which their branch-shops
are located.

Because of the fact that in the formation of shibygse is thepolarizationinto large-surface
and small shops, in the internationalization oéitdtade we should distinguish (Tietz, 1993,
p. 1497):
a) internationalization of discount and volume
b) internationalization of voids, i.e. of the smaltinés that were not filled by high
style bidders.

The following text will deal with the internationzhtion of discount and volume, i.e. with the
internationalization of large surface shops.



5. INTERNATIONALIZATION of LARGE SURFACE SHOPS

When it is comes to the internationalization ofglarsurface shops (Tietz, 1990a, p. 10),
location is of special importance. Advantages afhsatrategy have come to expression in
those countries in which there were large voidthenretail offer, as consequences of earlier
legal restrictions or undeveloped markets. In coesitwith developed markets there are now
considerable restrictions in acquiring locations lerge surface shops, and there were also
restrictions fifteen or more years ago (Berekov&90, pp. 374-379; Tietz, 1993, pp. 1496-
97). Large surface shops include: department stbygermarkets, professional markets (Ger.
Fachmark}, discount shops and the like. Shops with smatfases can be professional,
specialized, etc. and they are usually within fystesm of franchising. The central question in
the choice of locations is the locally conditionedrket potential Market potential is the
expression of the possibilities for the retailere¢alize a certain turnover in his market area
(Hansen, 1990, p. 173-74).

Indicative for the globalization in the area of ggades and consumer goods, which has been
developing most rapidly, is the expansion into regskwith strongly growing expenses per
capita for food goods, as well as into countriethvd developing concentration of local
players, which allows takeovers, but only with gudees for adequate local relations. In this
connection, in table 2 we have presented the rgnfirtountries according to the amounts of
their expenses per capita (Pieterson/Schrahe, 2008, according to: IGD Research). The
presented data could be used for the calculatiomdi€ators in the evaluation of the retail
trade macro location, e.g. for the calculationhaf tegional index of buying power

Table 2 shows great differences in the consumg@ncapita in particular countries, so that,
first of all, the countries with low consumptionegent potential emerging markets for world
players (especially China and Russia). In additiothis, very important is also the “level of
maturity” of a country’s market regarding the lew#l concentration in the retail trade. Of
course, it is more difficult to penetrate into “raomature” markets with higher level of
concentration. According to the prognostics givey the IGD (Institute of Grocery
Distribution) in 2003 (Pieterson/Schrahe, 200627), only the retailers which develop the
following three types of retail operating units:peymarkets, discount stores and convenience
stores, will be able to develop properly. Thesailets have clearly focused on the discount
or on the convenience (proximity, etc.), and on tlbeal adaptation of assortment
(hypermarkets and convenience stores). There weVver, an equally dynamic development
of the “Cash and Carry” type of shops.

Table 2: Country ranking pursuant to the 2002 per capia expenditures

Retail No. of Consumption Foodstuff Market share
Country grocery turnover inhabitants| expenditures retail of first three
€ per capita| Total bill. € in mill. in bill. of € | Tot. bill. € | € per capit: business
Japal 4.424,6: 562,3¢ 127,1 2.518,0( 454,1: 3.572,5! 15%
USA 3.691,43 1.048,33 284,0 7.360,46 641,94 2.261,12 27%
France 3.073,89 181,87 59,2 756,11 117,04 1.977\82 53%
UK 2.791,65 167,22 59,9 977,34 113,32 1.891,87 479
Germany 2.568,83 211,15 82,2 1.163,13 148,55 1.806}99 41%
Italy 2.409,6 139,0( 57,7 694, 4¢ 109,2¢ 1.893,9¢ 14%
Canad 2.374,6! 73,64 31,C 403,84 46,0¢ 1.484,4. 51%

® About the regional index of buying power cf. inter alizetz, B. (1993)HandelsbetriebSecond Edition,
Minchen: Verlag Franz Wahlen GmbH, p. 216
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Holland 2.342,82 37,56 16,0 197,99 33,11 2.064,82 479
Australia 2.188,97 42,44 19,4 232,27 32,24 1.663,/4 589
Spair 1.741,2 68,7¢ 39, 363,9/ 54,7¢ 1.385,7: 28%

Argentina 1.160,80 43,50 37,5 197,68 36,08 962,39 659
Poland 861,59 33,32 38,7 117,25 29,60 766,09 139
S. Korea 846,73 40,32 47,6 256,67 30,24 634,51 219
Mexico 746,99 74,27 99,4 442,46 66,85 672,71 23%
Russia 704,54 102,07 144,8 161,49 94,01 649,37 1%
Turkey 533,71 35,3t 66,2 111,9¢ 29.5( 445,6¢ 7%

Brazil 261,02 45,10 172,6 323,09 37,14 215,40 34%
China 236,62 301,34 1.271,( 590,27 247,28 194,17 6%
India 167,65 172,95 1.033,4 310,68 155,96 150,87 <19

Source IGD Researchaccording to: Pietersen/Schrahe, 2004, p. 26

Graph 1 presents six types of shops that were yndstleloped by the 30 largest retailers in
the world in 1998 and 2003. Here it should be noevd that different companies have
different numbers of retail formats (according MM+ Planet Retail, in: Pieterson/Schrahe,
2006, p. 27).

Graph 1: Outlets of the top 30 international retailersin the grocery sector
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In the analysis of the development of large surfstoeps, e.g. hypermarkets, on the global
plan, it can be observed that the activities oérimationalization have grown especially after
1985, and the reasons for this growth are (CftelPsen/Schrahe, 2004, p. 32):

satiated home markets;

improved analysis tools for identification of chas@and risks in the target country;
reduction of global complexity in the supply, intelia through cooperation with
manufacturers and agents;

growing modularity of the used shop formats whichses their international
multiplication;

in some cases expectations of the capital markatgtust be respected.

The number of hypermarkets, owned by the world’$a8@est retailers, and their distribution
over regions around the world in 1998 and 2003paesented in table 3. The table shows hat
their development was the fastest in Central andtdfa Europe. In America, this
development was slower, because there it had dteadier, and in Asia a faster development
of hypermarkets is yet to be expected.



It is believed that large surface shops will alsthie future remain the area for experimenting
regarding the formation of assortment, structurshafps, price politics and adaptation to the
trends and location defined conditions for theitrgccompany, so that the emerging markets
provide effects of proportion and effects of leagjyiwhich together with large surfaces, can
find the use in the world conceptions of flows (Bieen/Schrahe, 2004, p. 33).

The French firm Carrefour with hypermarket as theps format with the large surface
(approximately 5,000 fris frequently taken as an example for the intéonalization of the
format of large surface grocery shops (Pietersdméhe, 2004, pp. 30-35). The said company
started developing this shop format in mid 196@'s-rance. However, at the moment, the
strongest retailer with large surface shops is Angerican Wal Mart, and there are also
Auchan(France) andesco(Great Britain) which stand out as innovatorshis field of shop
formatting. Auchan has made a name by offering better adjustmenthefmerchandise
assortment to local needs and especially by intioduspecific forms of presentations of
goods, e.g. in the department “child”, while Test®velops its format of hypermarkets in
close cooperation with local partners through joweintures, which again means better
adjustment to local needs.

Table 3: Number of hypermakets of the 30 largest globaletailers in the grocery field per world regions

Region No.in 1998| No.in 2003 Change
Africa 0 22 -
Asia/Pacific 811 1,097 35%
Central and Eastern Eurc 63 33¢€ 437%
Latin America 339 627 85%
North America 2,451 4,693 92%
Western Europe 1,964 2,497 27%
Total 5,628 9,274 64%

Source M+M Planet Retail according to: Pietersen/Schrahe, 2004, p. 30

On the other hand, in the past, European retaiéhrstheir different strategies expanded into
the USA, Asia and Latin America.(Pietersen/SchraB@04, p. 31). Of course, the
development of hypermarkets in particular countnwess influenced by the intensity of
competition, as well as by the preferences of ttresaumers and by regulatory procedures of
the state that can function in a protectionist nesin\ retail market for hypermarkets is
considered ripened, satiated if there is one hypegtet on 100,000 inhabitants; such markets
are those in France and Germany, whereas GreaiiBritaly and Spain still have room for
the development of this shop format (Pieterseniahr 2004, p.33). Of course, especially
good opportunities for the development of this fatnof shops exist in the countries of
Eastern Europe, as well as in Russia and China.

However, regardless of the advantages of largeaser§hops relating to the possibilities to
experiment in the formation of assortment, in tbastruction of shops, in price politics and
in the adaptation to local trends, as well as efddvantage of the economy of scale and of
the effects resulting from the learning based oabal trends, it is believed that the
development of hypermarkets in the future will beected towards smaller surfaces with
limited, but therefore leading assortment (examfileshis areTescoandKaufland.

Discount store, as a special shop format, has aethibest results in Western Europe, where
there are about 90 % of all discount stores, opdraby globally active retailers

(Pietersen/Schrahe, 2004, p. 35). This shop form&ermany, in 2003, reached a share of
about 40 % of the total retail turnover in the gngcbranch. However, it is considered that the
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retail market is mature for discounters already nviieeir market share in the branch of

groceries has reached at least 30 % (Pietersea@ch2004, p. 37). The reasons for this are
the structures of already created relations betwetailers and suppliers, which can not be
quickly changed.

Anyway, in international expansion discounters #rea large extent confronted with the
central challenge to join the leadership in costsndardization and the existing local
conditions in such a way that would allow them &am their own business model —
leadership in costs while at the same time keepiijgh degree of standardization. On the
other hand, there are also some immeasurable $actoch as for example the rejection of
Swedish dairy industry to co-operate with Lidl, ttHarce the discounters to abandon the
directions which they have taken, for example bying the strategy of format multiplying
(Pietersen/Schrahe, 2004, p.38).

6. INTERNATIONALIZATION OF THE RETAIL TRADE IN THE REP  UBLIC OF
CROATIA

It has already been known for quite some time timatleveloping its system of open market
economy, the Republic of Croatia needs to econdiyicannect with other countries. Of
special interest for the Republic of Croatia is to@nection with the European Union, and
today Croatia is a candidate for the membershithénEuropean Union. Croatia is already
economically, culturally, historically, politically geo-strategically and civilizationally
connected with the European economic space (Saijaard®94, p. 159). The Republic of
Croatia, which has declared its orientation towatts market economy system, has after
1990 launched cost prices that were higher thamettadl prices in large foreign retail chains,
so that the consumers were buying most of the m@ssumption goods in the neighboring
countries (Segetlija, 2003; Segetlija, 2004). Femtiore, retail trade in Croatia was in its
largest part fragmentized and very heterogeneaukpaly since 1998, after a faster entry of
foreign large surface shops, concentration prosesaee begun in the Croatian retail trade as
well.

The needs for the internationalization of Croatiatail trade and for the development of
adequate formats of shops on this basis could éuged by comparing the following
indicators (Segetlija/Lamza-Mar@nil999, p. 117; Segetlija, 2006, p. 27 35):
a. development of retail capacities (number of shopsf selling surface, etc.);
b. market potential (the index of retail satiatiorgiomal index of buying power);
c. main characteristics of the of distribution system;
d. concentration level in the retail trade, sharetheflarge and modern shops in
the realized retail turnover, etc;
e. drain of the buying power from the Republic of Graanto other (mainly
neighboring) countries.

Especially important are comparisons of concemnain the retail trade, because only large
retail companies and co-operative creations offergossibility to use modern technical and
technological solutions. At the same time, tougmpetition forces these large companies to
permanent innovations and technical and technadbgimprovements. On the other hand,
independent and unassociated retailers lag behindheir technical and technological

development.



In the every case, we can conclude that Croatitail teade is now facing great challenges,
such as (Distributivna trgovina, 2007):

(a) greater competition on the home market;

(b) processes of concentration and takeover;

(c) introduction of new technologies;

(d) new retail formats;

(e) electronic trade;

(f) influence of globalization.

The same material requests from the legislaturentire the development of an efficient
system of market competition. According to the datavided by the Gfk Croatia about the
value share of the leading retail companies onCteatian market, Croatian market is today
characterized by a high level of concentration,tlsat in thegrocery branch the first ten
retailers in 2006 had a share of 61.4 % (foreigailrehains from this group held 24.1 % of
the Croatian retail mark&t)This means that the process of concentratiohdrrétail trade in
Croatia has advanced significantly. However, elengreatest retail company in the Republic
of Croatia (“Konzum”) is still insignificant in regect to the large world retail chains. In 2006
“Konzum” had a total income of only 128.4 million(€he best 500 — the top 500 Creators of
Added Value in Croatia, 2007, p. 70). Table 4 pnesee concentration in the retail trade in
the Republic Of Croatia in 2006 and 2002.

Table 4: Retail turnover concentration in the republic d Croatia’s grocery sector* in 2006 and 2002

Turnover
No Company or Overall 2006 revenue, Overall 2002 revenue, share,
’ group name in mills. HRK in mills. HRK in %
2006* 2002*

1. Konzum 9,735 4,105 241 12.2
2. Ultragros** 6,000 1,500 14.8 4.5
3. NTL” 3,754 - 9.3 -

4. CBA Hrvatska 2,862 2,500 7.1 7.4
5. Getrc 2,07< 1,911 51 5.7

6.  Metro C&C**** 2,131 604 5.3 1.8
7 Kaufland 1,581 477 3.9 1.4
8. Billa 1,723 850 4.3 2.5
9. Mercator — H 1,998 889 4.9 2.6
10. KTC Krizevci 1,21¢ 82: 3.C 24
11. Kerum*** 1,105 581 2.7 1.7
12,  Alastor*x*** - 84: - 2.5

First 10 total 33,065 14,606 81.8 43.3

Sources: (a) 400 najéid hrvatskih tvrtki u 2006. godini,Privredni vjesnik ol. 54, 3500): 1-193, 58, 106
(b) xxx (2007): “Ultragros, http://www.ultragros.hr[Accessed on Feb. 21, 2007]
(c) xxx (2005): “CBA—HTrvatski nacionalni trgovéi lanac,” http://www:cba-zg.hr/[Acc 5/4/07]
(d) xxx (2007): “CBA — Hrvatski nacionalni trgovki lanac,” http://www:cba-zg.hr[Acc 15/2/08]
(e) http://www.konzum.hfAccessed on Apr. 5, 2007]
(f)  http://www.nacional.hr/articles/wiew/1728[Accessed on Apr. 5, 2007]
(g) xxx (2005): “Ultragros, http://www.ultragros.hr[Accessed on Apr. 5, 2007]
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The importance of internationalization of retat&de in the Republic of Croatia has been
insufficiently analyzed. For example, although tmaterials of the Croatian Chamber of
Commerce in Zagreb (Distributivna trgovina...208M)phasize the importance of distributive
trade, there are neither analyses of the intemmalization of retail trade in the Republic of
Croatia nor evaluations of its positive and/or negaeffects. Equally, the official statistic
contain no information about the import in the lofaof distributive trade, but only about the
value of imported products according to their pggoln 2006 Croatia imported food and
non-durable consumer goods for approximately 15@i8on kuna (SLJH 2007, p. 379),
which is approximately 50 % of the realized turnog&the retail trade: (a) in unspecialized
shops offering predominantly food, drinks and tamaproducts, (b) in the retail trade selling
food, drinks and tobacco products in specializedpshand (c) in the retail trade selling
pharmaceutical, medical, cosmetic and toilet prtglueowever, ininformacija o stanju u
gospodarstvu na podeju Osje’ko-baranjske zupanij@nformation about the Situation in the
Economy in the Area of Osijek-Baranya Colit8007, p. 89) there are information about the
share of import in trade. In 2006, this import amed to 148,079 thousand US$
(approximately 7.5 billion kuna), which would beraist 90 % of the turnover realized by the
companies in the retail trade branch. Furthernmtbesame material emphasizes that, contrary
to the expectations of the retail chains, there wasmassive inflow of buyers from
neighboring countries.

The Republic of Croatia is still very interesting a market on which foreign large retail
chains are expanding. That is, the expenses pé&adap grocery in the Republic of Croatia
in 2006 could be estimated at 1,040.68 which would mean that there is still room for
greater turnover in this retail branch. Expenseddod in 2006 could be estimated at 957.84
€2, In this connection, the selling surface per intaatt was in 2004 still lagging behind the
developed European countries. This can be obseme&raph 2 (according to: [a]
Einzelhandelsumsatz, Verkaufsflache und Flachemtodtat in europaischen Landern
2003, [b] Izvjestaj o prodajnim kapacitetima u wgo na malo za 2004 - konai rezultati
(Report about Selling Capacities in the Retail €réat 2004, Upshots, 2006)).

Graph 2: Selling surfaces per inhabitant in some Europen countries (2003) and in Croatia (2004)

Croatia

Hollanc
Danmark

Belgium

country

Italy

Austrie
0 0,2 0,4 0,6 0,8 1 1,2 1,4 1,6 1,8 2
m? per 1 inhabitant

All this has reflected on the structure of the figelling space according to size, so that in
the grocery branch there was a considerable groitbelling surfaces in emporiums. A
comparison of the selling surface of shops accgrtbntheir size for 2004 and 1984 is given

" Cf.: SLJH 2007, pp. 406; 408 (for turnover in the retadlédap. 92 (for population); exchange rate:1€=7.4 kn.
8 Cf.: SLJH 2007, p. 195 (individual consumption per household menebehange rate:1€=7.4 kn.
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Graph 3 (According to: [a] UnutraSnja trgovina —péeiteti prodaje 1984, 1987, p. 39;
(Domestic Trade Selling Capacities 1984, 1987 9. ] IzvjeStaj o prodajnim kapacitetima
u trgovini na malo za 2004 - ko¥ra rezultati, 2006 (Report about the Selling Cafesiin
the Retail Trade for 2004, Upshots, 2006)).

Graph 3: Selling lines of retail outlets in the grocery s&or in Vroatia in 2004 and 1984 according to the
size of the selling surface
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However, even after 2004 the construction of modinge surface shops continued, so that in
2005 a total surface of 440,039 mas built for the wholesale and for the retaitiegSLIH
2007, p. 336). Therefore, according to the GlobethR Development IndexGRDI), in 2007
the Republic of Croatia was less appropriate (18@@4) as a country into which the world
retail companies can expand.

Namely, the world consulting house AT Kearney hasrbusingGRDI since 2001 to give
annual evaluation of 30 economically most intergstcountries in the view of their
importance in discovering possibilities for expamsiof (retail) trade companies. This
evaluation takes into consideration 25 variable fiour different factors: economic and
political stability, modern selling surface per Q0 inhabitants (department stores,
supermarkets and discount stores), number of ajraative international trading companies
as well as the time pressure to enter the mar&go (petween the gross home product and the
growth rate of modern selling surfaceSRDI is used to primarily analyze the chances of the
world companies in retail trade in the branch okmeonsumption goods and food products,
which represent the typical predecessors of mocemeeptions of retail trade (AT Kearney in
der Schweiz, 2008, p.2).

According to this index, in 2007 Croatia was in f€¥ place (in 2006 in the ninth, in 2005 in
the seventh, and in 2004 in the fifth place). I®4£200nly Russia, India, China and Slovenia
were positioned higher than the Republic of Croafiacording to these evaluations, the
Republic of Croatia could also be entered very klyi¢EU-Beitrittslander sind attraktive
Ziele fur Handelsunternehmen, 2004).

However, already in 2006 the entire retail markeEastern Europe was labeled with the
“status of the veteran” its retail capacities aigl $0 be filled to their upper limits, and these i
only very little space left for newly arrived conmpes (Hrvatska u maloprodaji uskoro bolja
od Slovenije, firvatska u maloprodaji uskoro bolja od Slovenj€06).
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7. INSTEAD OF A CONCLUSION

The chosen topic for this international conferehas its justification, regarding the advanced
processes of internationalization and globalizatidrthe retail trade and the openness of
economies in Central and Eastern Europe. In theodesing of certain regularities and
patterns in the development of new formats of storpthe international plan, we set out from
the further development of concentration in theaitetrade. It is suggested that the
globalization in the retail trade develops mosidlpin the grocery in which companies act
internationally with large surface shops. Thesduie especially hypermarkets, discount
stores and convenience stores. The retail markiteirRepublic of Croatia, as in most other
countries in Central and Eastern Europe, has ipdst ten years or so been caught in a rash
process of globalization, so that by now, regardiregdevelopment of large surface shops, it
has already reached the stage of maturity. Thetsffe# the internationalization of retail trade
on the economy in the Republic of Croatia have hasuofficiently analyzed, especially in
view of the enormous growth of import and extinotiaf domestic production. However, the
entry of foreign retail chains and concentration hafme retail trade have provided the
preconditions for the formation of internationallue chains, into which our staggering
domestic production should gradually be includedes.
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