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ANALYZING FOREIGN MARKET ENTRY STRATEGIES:
THE CASE OF WAL-MART’S ENTRY INTO THAILAND

Abstract

The paper is devoted to foreign market entry strategies, particularly, studying the case of the entry of the US
company Wall-Mart —the world leader in wholesale and retail trade — into the Thailand market. In terms of globalization,
many firms are trying to expand their business by entering foreign markets which determines the relevance of the
study. That brings many social and economic benefits. However, the process is related with big risks which requires
developing proper strategies for business success. In the research it is analyzed the external business environment, and
causes why Wall-Mart has decided to enter the Thailand market, taking into account macroeconomic characteristics,
growing domestic consumer demand, purchasing trend, as well as positive forecasts of sales growth in the overall
retail sector. Moreover, the entry modes of Wal-Mart entering the Thai market are considered. It is performed the risk
assessment and risk management strategies developed, accordingly. The importance for international businesses to
conduct an in-depth external business environmental and risk analysis is proved before entering into other markets,
as it provides insightful information about the features of the host country, its culture, knowledge of the local market
and consumer needs, competitive business strategies and etc.
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Introduction

The Wal-Mart Incorporation is an American based multinational retail corporation, headquartered
in Bentonville, Arkansas. It is currently operating in 28 countries, with approximately 11,600 stores
worldwide. ‘Everyday low prices’ strategy has helped Wal-Mart in achieving success on a global scale.
Wal-Mart is continuously expanding chain of supermarkets, hypermarkets, discount-department, and
grocery stores in different European and Asian markets. It is also operating e-commerce channels in
almost 11 countries. It has successfully sustained retail and wholesale businesses in many countries
outside the US, which include China, the United Kingdom, India, Canada, and Japan. However, its
operations failed in Germany, Brazil, and South Korea [1].

Main Provisions

Main Provisions of the given article are based on the analysis of foreign market entry strategies
conducted, particularly, studying the case of the entry of the US company Wall-Mart. Thus, it is
reflected in the key research results divided in two parts: the country industry and entry mode analysis
(US and Thailand), the external business environmental analysis and risk assessment and management
plan, accordingly.
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Materials and methods

The research methodology of this paper is based on conducting the comparative analysis of
existing patterns of macroeconomic development, political and social issues in the context of foreign
market entry strategies, particularly the US and Thailand, considering the case of Wal-Mart entry into
Thailand. It is implemented PESTEL analysis, defined the features of external business environment.
Based on the PESTEL, the risk identification, risk assessment and risk management analysis conducted,
as well as the causes and consequences analysis, and expert assessment.

The risk assessment, risk management and mitigation strategies have been developed based on in-
depth processing materials and respectful international research, macroeconomic and statistical data
bases including Trade Economics, Reuters, World Bank, IMD and TMF group reports and etc.

Results

In this section it is included analysis of the US retail industry, analysis of entry modes and their
motives and reasons. It is studied the features of external environment, and risk assessment and risk
management, respectively.

Analyzing the US retail industry, the US retail chains comprising convenience stores, supermarkets,
and hypermarkets are continuously expanding their global reach across the world. As per the ‘Global
Powers of Retailing’ report in 2015, there are 76 largest retail corporations in the world that are based
in the United States. Analysts estimate that the retail industry contributes two-third of GDP (gross
domestic product) in the US economy. There are several retail giant leaders in the US retail industry,
among which Wal-Mart is considered as one of the most valuable retail leaders. Other largest retail
companies are Amazon, Target, The Kroger Co., J.C. Penny, and Costco, which shows that there
is fierce competition in the domestic retail industry of the United States [2]. The overall U.S retail
industry’ success is also dependent on the online retail segment. As per analysts, total retail sales in the
United States from the year 2012 to 2023 can be analyzed in the below graph (see Figure 1).
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Figure 1 — Total retail sales in the US, trillion US$, 2012-2023

Note — Source — Compiled on the base of [3].

The above statistics showed that total US retail sales have significantly increased to 5.46 trillion
dollars in the year 2019 from 4.35 trillion dollars in the year 2012. Moreover, according to the
analysts forecast, it is projected from the ongoing sales trend that retail sales can be further increased
to 5.99 trillion dollars by 2023 [3]. It can be concluded that U.S retail companies can strengthen their
international presence in upcoming years if they continue to meet consumer demands across the world
by focusing on effective growth and expansion strategies.
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Regarding the motives for Wal-Mart to have the proposed international engagement, it should be
mentioned several possible motives for Wal-Mart to have more international engagements. Firstly, Wal-
Mart is facing fierce competition from its competitors, and its growth process of internationalization
is slower than other retail brands worldwide. Its competitors in the home country (Target Corporation
and Costco) and in Germany (Aldi and Lidl) have started offering a wide range of products through
digital channels, and they are continuously developing effective retail strategies to attract a broad
range of customers. Online retailing is capturing share in the retail industry day by day, and companies
are now using more online retail platforms to meet changing consumer needs. Although Wal-Mart has
started partnering with digital brands like Jet.com and Bonobos to sustain competitive positioning, it
is still facing tough competition in its home country because of Amazon’s huge e-commerce platform
for online retailing, which compels it to explore other growth opportunities that may include entering
in new markets [4].

Secondly, ongoing trade wars and conflicts between the US and China are also impacting Wal-
Mart’s overall retail sales as its revenue’s one major portion comes from the Chinese region. Wal-
Mart’s international-segment sale is declining over the past four to five years due to fierce competition
and tensed international relations between countries. Analysts reported that Wal-Mart’s international
sales have dropped in third and fourth quarters by 2.3% in the year 2019 due to currency fluctuation
and de-consolidation of operations in Brazil [4; p.12]. Wal-Mart’s ‘everyday low prices’ and ‘one-
stop-shop’ strategies didn’t work well in the Brazilian market, which led Wal-Mart to sell its 80%
stake to private equity firm Advent International. However, this strategy worked well in the Indian
market, which suggests Wal-Mart exploits other Asian markets by adopting a similar strategy. Thirdly,
Wal-Mart can’t further penetrate in its existing markets as it has already saturated most of its present
markets domestically and internationally. All these factors can drive Wal-Mart to look for other
markets that have high growth potential.

Speaking about reasons to enter Thailand, to fully exploit growth opportunities, Wal-Mart should
opt for the Thailand market due to its high consumer purchasing power. In South-East Asia, Thailand
is considered one of the most economically-stable countries. People in Thailand are inclined towards
shopping at chain convenience stores, supermarkets, hypermarkets, and large scale shopping centers.
An increasing number of tourists in Thailand are contributing a major part in the consumption of retail
goods. Tourists” heavy expenditure on retail items has attracted many local and international retailers
to invest in the Thai market. As per analysts, a significant rise in the number of supermarkets in
Thailand was observed between 2015 (175) and 2018 (214) period. Currently, there are 14.4 thousand
convenient stores [5].
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Figure 2 — Number of supermarkets in Thailand, 20162017

Note — Source — Compiled on the base of [5].
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20162017, as depicted in the Figure 2 and Figure 3, accordingly:
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Figure 3 — Number of hypermarkets in Thailand, 2016-2017

Note — Source — Compiled on the base of [5].

From the graphs above, it can be concluded that there is an increasing demand of consumers for
retail goods in Thailand due to which domestic and international retailers have continued to increase
retail chains supermarkets and hypermarkets. This also shows that the Thai retail sector has fierce

competition. According to analysts’ forecast, Thailand retail sale is projected to grow by 6.10% in

2021 [5]. The discussed findings and forecasts of analysts show huge growth potential for international

retailers like Wal-Mart in the Thai retail industry.

As a next step of the research results, the PESTEL External environment analysis of Thailand

Retail Industry is presented in Table 1 below.

Table 1 — External Environment Analysis of Thai Retail Industry

Political

Economic

Social

The Thai government has built
good relationships with other
countries. Although border
tensions have arisen with
Cambodia, Myanmar, and Laos.
But, its relationship with the US
and China are strong.
Corruption can be a threat to
foreign retail investors. As per
transparency international-
corruption index ranking (2018),
Thailand took 99th position out
of 180 countries .

The democratic governmental
structure of Thailand shows
overall political stability.

Thailand scored 25" position in the
world's largest economies.

The nominal GDP rate has increased to
$140.2 Billion in the 4% Qtr of 2019 from
$137.8 Billion in the 3" Qtr of 2019 and
is projected to grow further in the future.
As per the World Bank report (2019),
the rapid shift from lower-income to

the upper-income country has been
observed in Thailand due to economic
development.

The lower unemployment rate was
reported in Thailand at 0.90% in 2019.
The growth rate of the Thai economy
has been temporarily slowed down due
to lowering exports and increasing trade
conflicts between the US and China.
Thailand's currency (Baht) volatility can
pose a threat to retail investors like Wal-
Mart.

The total Thai population

has increased by 0.28%, i.e.,
from 69.4 Million (2018) to
69.6 Million (2019), which

is a positive indication of an
increase in domestic demand.
The rapid change in consumers'
behaviour is observed in recent
years as people are now more
likely to spend on luxury
items.

Thai people are mostly seen

as brand-conscious, which can
benefit Wal-Mart due to its
strong brand reputation.
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Continuation of table 1

Technological

Environmental

Legal

Thailand is moving steadily
towards technological
advancement and is estimated to
increase e-commerce and other
tech-related activities in up-
coming years.

Thai government supports
companies to invest heavily in
technology-infrastructure and
innovation.

The well-developed
infrastructure of Thailand
increases the ease of doing
business.

Attractive environment and weather
conditions are attracting millions of
tourists every year, which shows a
positive indication of high consumer
spending for Wal-Mart.

Thai environmental laws are becoming
strict due to the quick depletion of
resources and growing issues of air,
water pollution, deforestation, and water
scarcity.

Stringent environmental laws are
pressuring companies to adopt
sustainable practices for environmental
protection.

Wal-Mart needs to understand
Thai’s strict employment laws
to avoid lawsuits.

In Thailand, disrespecting
Royal Family is considered a
criminal offense. Marketing
and communication strategies
of Wal-Mart must be developed
accordingly.

Strong law enforcement is a
positive indicator, which shows
that if Wal-Mart faces any
harm, then a transparent legal
environment would protect its
rights.

Note — Source — Compiled by authors on the base of [1-5].

Based on the PESTEL analysis provided, defining the features of external business environment,
it is moving to the next part of the given research, regarding risk identification, risk assessment and
risk management plan, respectively.

The successful operations in Thailand require Wal-Mart to firstly conduct a detailed risk
assessment and devise mitigation strategies for each identified risk so that it could avoid failure due to
some unexpected circumstances.

Thus, in Table 2 below, it is presented the types of risks identified, their description provided, risk
intensity assessed, and the risk management strategies proposed those could be implemented, in terms

of mitigation possibility.

Table 2 — Risk Assessment and Mitigation Plan

Risk Type Description Intensity Mitigation strategies

Political Political instability has raised due Moderate | Political risk cannot be controlled.
to controversial election results However, Wal-Mart can somehow
that were held in March 2019. reduce its effect by increasing its
Although the Thai legal environment readiness towards operating in an
is strict, it can be perceived that uncertain environment and making
the Thai judiciary system is a contingency plan to cope with
subjected to corruption. On the unexpected situations.
basis of Thailand’s ranking in the
Transparent International Corruption
Perception Index, it can be assumed
that corruption can disrupt its
economic environment.

Economic- Taxation | The Thai government is likely to Low Wal-Mart should try to control
increase the taxation burden that this risk by minimizing its costs so
may affect customer spending. An that lower prices could be charged
increase in corporate tax in the if consumer spending declines.
future can also affect Wal-Mart’s Some business practices could be
profitability. standardized to avail the economies

of scale. Lower costs will also
reduce the effect of the increase in
corporate taxation.
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Continuation of table 2

Economic- currency | Thai’s local currency is highly Medium Wal-Mart can mitigate this risk by

volatility volatile, which means the exchange | to High conducting a thorough quantitative
rate lacks stability. It can affect Wal- analysis of a company’s financial
Mart’s market value and future cash transactions to assess currency risk
flows. exposure and then using different

mitigation tools like natural
hedging.

Commercial Inadaptability to Thai consumer Moderate | Wal-Mart can reduce commercial
needs because of ineffective risk by doing broad-level research
marketing, promotional and pricing on marketing and pricing strategies
strategies, and poor selection of of dominant Thai retail players that
business partners can hamper Wal- have captured the interest of a huge
Mart’s reputation and international audience.
presence.

Expropriation Thai’s government welcoming and Low Wal-Mart should make sure that
supportive attitude with strong legal the contractual agreements with the
enforcement minimize the chances government while entering the Thai
of expropriation risk. However, market are flexible. The contractual
corruption in various institutions can agreements should be developed
put Wal-Mart’s interest in the stake. in a way to protect the business

interest in the best possible way.

Legal Non-compliance with Thai Moderate | Wal-Mart must comply with
legal obligations regarding legal obligations by establishing
employment, labor wages, taxes, policies and procedures that ensure
and environmental protection laws compliance with country laws
may result in financial penalties and and should adopt environmental
litigation protection practices.

Culture Thailand’s culture is distinctive High Wal-Mart can mitigate this risk
from that of U.S. Thailand’s culture through joint venture with Big C to
is collectivist and has high power gain extensive cultural knowledge
distance as compared to the US that of Thailand (as discussed above).
has individualistic and low power
distance culture.

Control Control risk can be faced in the case | Moderate | Wal-Mart can mitigate control risk
of the joint venture as the company’s by inducing contractual obligations
operations would not be solely regarding operations’ control in the
controlled by Wal-Mart. Conflicts joint venture business agreement.
can arise in a strategic partnership/ Both partners will be restricted to
joint venture decision. follow terms and conditions.

Funds Transfer Funds transfer risk can affect Wal- Medium Wal-Mart should remain aware

and currency Mart’s ability to convert local to low of the government’s fund transfer

inconvertibility

currency into foreign currency and
can disrupt its payment cycle

policies to avoid unnecessary
payment delays. Moreover, it
should avoid getting indulged in
legally suspicious activities that
may put it on the government’s
watch list and affect its fund
transfer abilities.

Note — Source — Compiled by authors.
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Discussion

In addition, in the discussion section, it is interesting to consider possibilities for entry modes
within Thai grocery retail industry. Multinational companies consider various entry modes to enter
into other countries, which include contractual and investment modes. In the case of Wal-Mart entry
in the Thai retail industry, contractual modes are not preferable as they are relatively less profitable
as compared to investment modes. Other issues include franchisee/ licensee’s lack of international
experience and high risk of disloyalty. While investment modes are more profitable and can help in
building a strong image in the local market [6]. Amongst investment modes, Wal-Mart is suggested
to choose joint-venture as Thailand’s institutional and cultural environment is significantly different
from the US, due to which Wal-Mart has inadequate knowledge of the local Thai market. Wal-Mart
can also face tough competition from local and international retail companies like Tesco Lotus and Big
C that have captured huge market share in the Thai market.

In order to handle this competition and increase local market knowledge, Wal-Mart should make
a joint venture with Big C or any other strong local player. Joint venture mode will allow Wal-Mart to
share risks and benefit from its partner’s extensive local market knowledge. The combined knowledge
of both Wal-Mart and local partners would ultimately boost the synergy effect. A wholly-owned
subsidiary is less preferable in the short run due to- high risk, high entry cost, and comprehensive
procedure for registration. But, after successfully gaining extensive knowledge and exposure to the
Thai market, Wal-Mart can shift to Wholly-owned subsidiary mode.

Conclusion

The purpose of this paper is to consider how an international business like Wal-Mart can
successfully enter into other countries such as Thailand, and what factors should be considered
before going to have international engagements. The overall analysis revealed that Wal-Mart is facing
tough competition from its competitors worldwide, and to handle this competition, Wal-Mart needs
to pursue more internationalization. Wal-Mart should concentrate on the Asian region and choose
Thailand for its rapid growth and expansion. It is suggested that Wal-Mart should opt for joint-venture
entry mode as it can help in gaining cultural knowledge and get exposure to the local retail market
and consumption patterns. External environmental and risk analysis of the Thai retail market showed
that Wal-Mart can face several potential risks, which include control, culture, expropriation, legal,
political, currency volatility, and currency inconvertibility. It is, therefore, important for Wal-Mart to
make effective risk mitigation strategies to successfully operate in the Thai market.
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HETEJAIK HAPBIKKA HIBITY CTPATETUAJIAPBIH TAJIJAY:
«BOJI-MAPTTBIH» TAUJIAH/JI HAPBIFBIHA IIBITY MBICAJIBIHIA

Anjarna

By makaa nierenjiik HapbIKTapra HIBIFY CTpaTerusiChlHa, aTal aiTKaH/la, KeTepMe )KoHe OeJIIeK cayaa caa-
CBIH/IAFbI QJIEM/IIK KOII0aCIIbl — aMepUKaH IbIK «Bon-MapT» KoMIIaHUsICBIHBIH TaniiaH | HapbIFbIHA HIBIFYBIH 3€PTTEY
MbIcalibiHa apHasFaH. JKahannany xarnaiibia kentereH pupmaiap meTeNn K HapbIKTapFa HIbIFY apKbLUIbl OM3HECIH
KEHEHTYTe ThIPhICAIbI, OYJI 3ePTTEY/IiH ©3CKTIIIrH aHBIKTAIl, KOIITEI€H dJICyMETTIK-KOHOMHUKAIBIK aPTHIKIIBLIBIKTAP
oKkesedi. Asaiia, COHBIMEH Karap, OyJI MPOIECC eieyii TOyeKeIACpPMEH OailylaHbICThI OOJFaHIBIKTaH, OW3HECTI
COTTI icKe achlpy yiiH Oenriii Oip cTparerusuiapipl 93ipiey/l Tajan ereai. bys 3eprreyne chIpTKbl OM3HEC-OpTa
(hakTopyiapbiHa, COHIAW-aK €JJIiH MaKpOIKOHOMHUKAIBIK E€pPEeKIIENIKTePiH, TYTHIHYIIBUIAPbIH OCIM KeJe jKaTKaH
IIIKI CypaHbIChl MEH CaThIN ally TeHJCHIHSCBHIH, COHal-aK TyTacTail anraH/a OeJIleK cayja CeKTOPbIH/AFbl CaThl-
JBIMHBIH OCYIHIH OH OOJDKamapblH eckepe oThIpbil, «Bon-Mapt» nen onbiH Tawiianj HapbIFbIHA LIBIFY IICIIIMI
Typaibl ceben-canaapibik tanay yprizingi. ConsiMen karap, «Bon-Mapt» Taiian HapbIFbIHA LIBIFY JKOJIIAPbI
KapacThIPBLIIBI, TOYCKEIACPAl Oaraay sKypri3iii )oHe ToyeKeaepi 0acKapyablH THICTI CTPaTETUsIaphl KacaIbl.
XaJbIKapajblK KOMITaHHUSIIAP YIIiH 0acKa HapbIKTapFa MIBIKIIAC OYPBIH CHIPTKBI QJICYMETTIK-9KOHOMHUKAIIBIK OpTa MEH
TOyEKeJAepre TePEeH Tajay JKypri3y MaHbI3/Ibl, OUTKECHI MYHIAH TOCIT KaOBLIIAYIIbl CIIIH SPEKIICTIKTepl, OHBIH
MOJICHHETI, KEPriiKTI HapbIK Typasibl OLiMI )KOHE TYTHIHYLIBUIAP/IBIH KQKETTUTIKTEP], Oocekere KabdinerTi Ou3Hec-
cTpaTerusuiap *xoHe T.0. TypaJibl TOJIBIK aKmapar 0epe axajsl.

Tipek ce3aep: XaIbIKapaibIK OU3HEC, METEIAIK HAPHIK, IIBIFY CTPATETHsACHL, TOyeKeNaepai 6ackapy, Bon-Mapr,
Tawunaunn.
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AHAJIN3 CTPATEI'Mi BBIXOJA HA 3APYBEJKHBIM PBIHOK:
HA IIPUMEPE BBIXOJA «BOJI-MAPT» HA PBIHOK TAMJIAH/JA

AHHOTAUMSA

JlaHHas cTaThs MOCBSINEHA CTPATETUSAM BBIXOAA Ha 3apyOeKHBbIE PBIHKM, B YACTHOCTH Ha MPHUMEPe U3yUCHHUS
BBIXOJIa aMEPUKAHCKOM komIanuu «Bon-Mapt» — MUpoBOTO JiHjiepa B cepe ONTOBOM M PO3ZHUYHOI TOPTroBIM — Ha
pbiHOK Tannanna. B ycnoBusix mobanu3zanuu MHOTHE (PUPMBI IIBITAIOTCS PACIIMPHUTL CBOM OM3HEC 3 CYET BhIXO/a Ha
3apyOeXKHbIe PHIHKH, YTO OMPEACIIAEeT aKTyalIbHOCTh HCCIICAOBAHNS M IPUHOCUT MHOXKECTBO COLMAIbHO-9KOHOMHUYE-
ckux npeumymiects. OJJHAKO BMECTE C TEM ITOT MPOLIECC CBS3aH C CEPbE3HBIMHU PHCKAMHU, 4TO TpeOyeT pa3paboTKu
OIIpEe/IeTICHHBIX CTPATeruid JUIsl YCIICIIHOW peani3aluy Ou3Heca. B JaHHOM MccieqoBaHnM NpoBeAeH aHamu3 dak-
TOPOB BHEIIIHEH OM3HEC-Cpellbl, a TAK)KEe MPUUMHHO-CIIeICTBEHHBIN aHan3 «Bon-MapT» u ero pemieHus: BBIATH Ha
pbiHOK Tamnanga ¢ yueToM MakpOdIKOHOMUYECKHUX OCOOEHHOCTEH CTpaHbl, pacTYIEro BHYTPEHHETO CIIpoca IoTpe-
OuTeneii, pacTyliel MOKyarebHOM TEHICHIIUH, a TAK)KE MOJIOKHUTEIBHBIX IIPOTHO30B POCTa MPOAAXK B POZHUYHOM
cekTope B 1esioM. bosee Toro, paccMoTpeHbl criocoObl Bbixoza «Boia-Mapt» Ha Taiickuil ppIHOK, TPOBEIeHA OLICHKA
PHCKOB U pa3paboTaHbl COOTBETCTBYIOIINE CTPATEINU PUCK-MEHEKMeHTa. JIJIsi MeXIyHapOAHBIX KOMITAHUH BaKHO
MIPOBECTH YIIyOJIEHHBIN aHAIN3 BHEUIHEH COIMAIbHO-3KOHOMUYECKOM Cpe/ibl M PUCKOB, MPEXkKAE YeM BBIXOIUTH Ha
JIPYTHe PhIHKH, IIOCKOJIbKY TaKoW MOAXO0J MOXKET NPEI0CTaBUTh UCUEPIIBIBAIOIILYI0 HHPOPMALINIO 00 0COOEHHOCTSIX
MIPUHUMAIOLIEH CTPaHbI, €€ KyJIbType, MECTHOM PhIHKE U OTPEOHOCTSIX IOTpeOUTEN e, KOHKYPEHTHBIX OM3HEC-CTpa-
TErusix U ap.

Ki1roueBble cji0Ba: MeXIyHapOIHBIA OM3HEC, 3apyOCIKHBIN PBIHOK, CTPATETHs BBIXOA, YIIPABICHNE PUCKAMH,
«Bon-Mapt», Taunang.
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