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Introduction 
Wal-Mart is not only the world's largest retailer - it is nearly the globe's biggest corporation. Annual revenues for General Motors Corporation at the 2000 calendar year end were $183 billion. Total annual sales for Wal-Mart Stores Incorporated at its January 31, 2001 fiscal year end were $191 billion. Furthermore, Chain Store Age (1999, p. 88) forecast that Wal-Mart revenues in 2010 would approach $700 billion, the sheer scale of which is difficult to envisage. However, if international sales grow to only 27 per cent of total sales from the current 17 per cent, the 2010 proportion will be equivalent to all of Wal-Mart's 2001 sales. 
To meet this forecasted growth, markets outside the USA need to be developed. Europe has been one of the target markets for growth and Wal-Mart entered the German market through the acquisition of 21 Wertkauf hypermarkets in 1997 and 74 Spar Handels German hypermarkets in 1998. It entered the UK in 1999, with the purchase of 229 ASDA properties, most of which were superstores. The purpose of this paper is to assess the opportunities for further development in Europe by primarily focusing upon the three largest retail markets: Germany, the UK and France. Also, an assessment will be made of Wal-Mart's impact on the German and UK markets. 
Wal-Mart characteristics and explanations for growth 
Characteristics of Wal-Mart and explanations for its growth have been detailed elsewhere, e.g. Arnold and Fernie (2000), Beard et al. (1999). In essence, Wal-Mart has four large-scale retail formats: 
* Wal-Mart Stores; 
* SAM's Club; 
* Wal-Mart Supercenters; and 
* Neighbourhood Markets. 
The emphasis in the Wal-Mart stores is on frequently purchased goods at everyday low prices. SAM's club warehouses operate with even lower gross margins in order to attract price-conscious consumers who buy in bulk. 
The larger Supercenter hypermarkets add fresh foods. The Neighbourhood Market stores provide a smaller food, pharmacy, health and beauty hybrid offering for convenience-oriented customers. This standardisation of format types has facilitated the expansion and branding of Wal-Mart in international as well as US markets. 
Wal-Mart's expansion would not have been possible without a strong retail proposition based on the store choice determinants of low prices, wide assortments, customer service and community support. Low prices are possible because of competitive gross margins and high inventory turnover. Low costs are achieved by economies of scale, purchasing power, close vendor relations, effective information systems and efficient supply chain logistics. Wal-Mart has been in the vanguard of collaborative planning, forecasting and replenishment (CPFR) initiatives based on its innovative retail link system. 
Wal-Mart's small town roots influence its behaviour despite its large size. It attempts to be an integral part of the community fabric and contributes to local causes. A store greeter welcomes shoppers and employee "associates" maintain a family atmosphere. A unique organisational culture is embodied in the morning cheer and the empowerment of front-line associates. 
Wal-Mart and globalisation 
Table I shows the number of Wal-Mart stores in different international markets. Initially, Wal-Mart moved to its geographically proximate neighbours, Mexico and Canada, before entering the higher risk, more distant markets. Also, the type of format developed in these markets was a function of the entry strategy adopted. For example, Wal-Mart acquired going concerns in Canada, Germany and the UK that were converted to the most appropriate Wal-Mart format - Wal-Mart stores for the Canadian Woolco discount department stores and Wal-Mart Supercenters for the European hypermarkets and superstores. 
There has been a growing literature on retail internationalisation (RI) which discusses the motives for international development, the entry strategies deployed and the direction of growth. The reader is referred to Alexander (1997), Sternquist (1998), Akehurst and Alexander (1996), McGoldrick and Davies (1995) and a comprehensive special issue of the International Marketing Review (2000) for a detailed discussion on current research themes. In the context of the current paper, the works of Alexander and Myers (2000), Fernie and Fernie (1997), Fernie (1998), Sternquist (1997) and Vida (2000) are relevant because they discuss the international expansion of US retailers and/or US formats. For instance, Fernie (1998) discussed why the imported US warehouse club and factory outlet centre formats did not impact on the UK retail scene and Fernie and Fernie (1997) analysed the expansion of factory outlet centres throughout Europe. The relevant implication of these analyses is that a SAM's Club warehouse club format is not appropriate to Europe because the smaller homes do not have the storage space for bulk purchases. The Neighbourhood Market and Supercenter formats would appear more relevant to European markets. 
In her work on the international expansion of US retailers, Sternquist (1997) presented a model of strategic international retail 
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expansion (SIRE) that integrated previous theories on the eclectic paradigm, stages theory, risk theory and Salmon and Tordjman's (1989) global vs multinational expansion strategy. Sternquist observed that the multinational retailer's expansion is slower than global retailers, that they adapt rather than standardise and that they concentrate their expansion within a geographical area before moving to a new country or region. Debatably, Sternquist classified Wal-Mart as a multinational rather than a global retailer. In Sternquist's terms, this US retailer appears to have taken a more global approach than has Ahold in the USA or Carrefour in Taiwan. Wal-Mart evidences a desire to be the McDonald's of retailing and to stamp its brand on every store. 
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Alexander and Myers' (2000) classification of Wal-Mart as a multinational would seem more appropriate in the way they use the term in their 2 x 2 internationalisation typology. That is, a multinational is a retailer that is ethnocentric rather than geocentric on the operational internationalisation dimension and one that has entered markets that are more, rather than less, different from the domestic market on the market internationalisation dimension. Wal-Mart is in China and Korea, but still uses the Wal-Mart Supercenter and SAM's Club brands. 
Vida (2000) used the results of a mail survey to gain insights into the international expansion of US retailers. Using a model developed earlier by herself and Fairhurst, she showed that retailers favoured full control entry modes in markets that were culturally similar to the USA. Vida and Fairhurst (1998) considered these strategic choices as outcomes in their model, the decision on expansion or withdrawal as process and the environment within which the decision is taken as antecedents. They acknowledged that RI is a complex issue, but that the internal driving forces behind RI are the firm's ownership advantages and management characteristics. In this context, Wal-Mart's Canadian and UK acquisitions and Mexico and China's joint venture entry modes appear appropriate. In this vein, the acquisitions in the less culturally proximate German market seem questionable as would purchase of a French chain. 
Where next for Wal-Mart in Europe? 
Europe was a logical target market for Wal-Mart. It is comprised of highly industrialised developed nations and the European Union (EU) is expanding to embrace Eastern European nations. Furthermore, the advent of a common currency will facilitate pan-European trade and no major retailer dominates the European market (Figure 1). However, many European retailers such as Carrefour and Ahold have a couple of decades more international experience than Wal-Mart. Although they lag behind Wal-Mart on global sales (Figure 2), the leading Dutch, French and German retailers have more than 30 per cent of their sales in non-domestic markets (Poyner, 1998). 
Wal-Mart's strategy to date has been to acquire companies with the potential to be moulded to the "Wal-Mart way" and hence their hypermarket acquisitions in Germany and purchase of the value-oriented ASDA in the UK. In February 2000, Randy Mott, former CIO of Wal-Mart Stores, ran down a litany of countries where Wal-Mart was considering opening stores (Chain Store Age, 2000, p. 72). The list included: 
* France; 
* Poland; 
* Turkey; 
* Hungary; 
* the Czech Republic; 
* Spain; and 
* Italy. 
France would give Wal-Mart a presence in the three largest markets in Europe in terms of population size, retail sales and consumer spending (Vaughan, 2000). Furthermore, French, German and UK retailers are developing many of the other European countries in the list. This is particularly the case in Eastern Europe (Drtina, 2000). The remainder of the paper will assess the opportunities for Wal-Mart in Germany, the UK and France. 
Wal-Mart in Germany 
When we first enter new markets, our first priority is to learn more about the customers, introduce the Wal-Mart concepts and philosophy, and prove ourselves. When we serve our customers and exceed their expectations, the growth in the business will follow (Bob Martin, former President and CEO, Wal-Mart International, December 1997 (quote in 
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Beard et al., 1999, p. 109)). 
Martin expressed the optimism of many in the wake of Wal-Mart's first European acquisition. Germany is the largest retail market in Europe and per capita retail sales are more than one-third higher than Europe as a whole. Furthermore, Wal-Mart could expand geographically east and west into new markets. Beard et al. (1999) observed that Wal-Mart had the three ingredients needed to take on and succeed in the German market: 
(1) confidence; 
(2) the scale and efficiency to compete on price; and 
(3) the financial capability to invest in the short term for long-term benefits. 
Finally, the German market was seen as the Arkansas of the USA and the German consumer, in particular, would benefit not only from low prices but excellent customer service. 
On the other hand, it is notoriously difficult to achieve success in the German market. Retail sales growth has been stagnant, especially in the late 1990s, when growth rates were around 0.3 per cent per annum (Retail Intelligence, 2000). Profit margins in German retailing, especially food businesses, are historically low compared with other European countries and the entry of Wal-Mart pushed net margins under one per cent for many companies. The market is concentrated with most of the largest companies being owned by wealthy families or by co-operatives (Figure 3). With no stockmarket pressures for short-term returns, companies such as Aldi and Tengelmann can fall back on their cash reserves or real estate portfolios. With the exception of Aldi, most of the largest companies are involved in a range of food formats - hypermarkets, discount chains and supermarkets, in addition to non-food retail businesses. 
Due to high labour costs, German retailers have not invested heavily in store design, merchandising and IT systems and this is reflected in the spartan surroundings in which customers shop. It is not surprising that Germany is the home of the hard discounter -- consumers expect a no-frills, low-price, minimum customer service experience. They are loyal to national manufacturers' brands, buy on price and pay by cash. Credit cards are only being adopted very slowly in some retail stores. It is often stated that there are three marketing tools in Germany - price, price and price! 
The German regulatory environment is also very demanding. Until 1996, opening hours were restricted to 6 p.m. on weekdays and 2 p.m. on one Saturday each month. These restrictions have been lifted to allow an additional ten hours per week, including Saturday opening until 4 p.m. Coupled with these regulations, legislative changes have been introduced to allow "marketing transparency" on special offers and promotions. Loss leading is prohibited and all customers must be offered a refund if one customer discovers and claims a cheaper deal in a "refund the difference promotion". Under German law, an "every day low price" (EDLP) item must be sold at the same reduced level for two months to be classified as EDLP. In sum, Wal-Mart entered a complex, competitive and highly-regulated market when it entered Europe via Germany in 1997. 
Wal-Mart's strategy for Germany was to improve in-store appearance and ambience and emulate its US and Canadian success by achieving price leadership through cost leadership. It would also deliver high quality customer service and act as a "market spoiler" (Arnold et al., 1998) on the service attribute by altering the determinacy of this store choice variable in its own favour. 
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In order to achieve cost leadership, Wal-Mart revamped the supply chain systems in Wertkauf and Interspar. New scanning systems were phased into all stores and the logistics network moved from a traditional direct store delivery model to centralised distribution from two depots in Kempen and Hockenheim. Tibbett and Britten, the UK logistics service provider that worked with Wal-Mart in the Canadian acquisition, was entrusted to improve efficiency in distribution operations. In terms of supplier relations, the company has been keen to work closely with its inherited suppliers to take costs out of the supply chain through these logistical improvements. The integration of buying across Europe also has been an objective of the European division. 
One of the major tasks for Wal-Mart has been the conversion of stores to the Wal-Mart Supercenter fascia and the refurbishment of the spartan surroundings to brighten up the fixtures and fittings (less pallets and cardboard dividers, for example). Merchandising is being improved and new products such as major non-food brands (Nike, Lewis) introduced. Plans to launch the George clothing range from ASDA into German stores may not be realised now that George Davies defected from ASDA to Marks & Spencer. 
Undoubtedly customer service levels have improved markedly in the German stores. The introduction of "standard" customer service features common in the UK and USA but rare in Germany, are being implemented across the chain. Free shopping bags, bag packing service, maximum allowed opening hours, credit card acceptance, baby trolleys and Wal-Martian staff hospitality, especially greeters at the store entrance, are attempts to break customer perceptions in Germany away from their narrow focus on price as the attribute for store choice. 
Reduced prices prompted similar actions from the hypermarket chains of the competition such as Real (Metro), Globus, Kaufland (Lidl and Schwartz) and Toon (Rewe). Furthermore, competitors have greater geographical penetration in Germany and this has enabled them to adopt "zone pricing" tactics to match Wal-Mart prices in areas where they are a key competitor. Wal-Mart has also fallen foul of the regulatory authorities and was fined 308,000 in September 2000, for selling goods below cost (Retail Week, 2000). 
So what has Wal-Mart achieved to date? Clearly, Wal-Mart has made an impact upon German retailing. Since its arrival, it has created the fiercest price war in recent German history. This may work to Wal-Mart's advantage in the long run as it weakens competitor's profitability, making them easier to acquire. In the short run, however, it drained cash from the Wal-Mart empire at the rate of $200 million per year in 1999 and 2000, and plans to break-even late in 2001 appear optimistic. US executives quickly superseded German management and attempted to impose Wal-Mart standards on the German operations. Elfers (2000) implies that new management underestimated the scale of this task. Wal-Mart is competing against well-seasoned campaigners used to riding out price wars. Also, the competitors are national players in Germany. Wal-Mart only has a small presence of around two per cent of all food sales. Analysts consider that Wal-Mart needs to achieve annual sales of DM15-20 billion to be successful in such a competitive market (Beard et al., 1999). As a consequence, when it encountered resistance from national suppliers used to delivering directly to stores rather than distribution centres, it did not have the clout to get the suppliers to act differently from established behaviours. Deliveries failed to arrive on time and out-of-stock rates jumped. 
What are the options? Figure 4 shows the operations that have stores over 5,000 sq.m. to give an indication of potential take-over targets. Most of the stores in Figure 4 are part of the hypermarket division of these companies, except Globus. The latter has been the subject of speculation as a Wal-Mart take-over target for several years, because it is a well-run family business of 31 hypermarkets. It also has a presence in the Czech Republic, another market of interest to Wal-Mart. Unfortunately, a Globus take-over would still fall short of a German operation that would reach the critical size of DM15 billion. 
The acquisition that would give Wal-Mart the necessary presence is Metro. The share price of this German retailer has slumped since its high in mid-1998, making it vulnerable to an acquisition. Metro has been the subject of much takeover speculation during the last 12 months (Kuipers, 2000) and its Real hypermarket chain is the largest in Germany. Real itself is an amalgam of acquired chains that Metro has invested heavily into in the late 1990s to re-brand them under the Real fascia. But Real has drained profits from the group in recent years which could influence a sale to focus growth in its cash-and-carry and consumer electronics businesses. More importantly for Wal-Mart, Real has invested in Poland and Turkey, thereby giving them entry into new Eastern European markets. 
If all of Metro could be acquired, Wal-Mart would additionally value the Makro cash-and-- carry business and possibly the DIY stores. These stores would allow them to apply other Wal-Mart formats to these acquired sites, e.g. the conversion of Makro businesses to SAM's Clubs. It also would take them into new markets in Europe and Asia. 
Wal-Mart in the UK 
After much speculation about Wal-Mart's entry into the UK, it belatedly agreed to a take-over of ASDA for 6.7 million in June, 1999. This effectively trumped Kingfisher's agreed merger with ASDA that had been announced two months earlier. It is not the purpose of this paper to detail the background to the ASDA acquisition. The reader is referred to Arnold and Fernie (2000) for a pre-Wal-Mart entry discussion. In short, ASDA was the best strategic fit for Wal-Mart in the UK. ASDA was the pioneer of superstores in the UK, it has been the only operator with a consistent non-food offer and ASDA's management team had already incorporated Wal-Mart style principles into their own organisational culture. 
Arnold and Fernie (2000) wrote that Wal-Mart's EDLP policy, coupled with wider assortments and good customer service, would act as a "market spoiler" in the UK where, traditionally, price was ranked behind other attributes such as product quality and convenience. ASDA had commenced a rollback price campaign prior to the take-over and this has been maintained since 1998, with the dropping of its loyalty card scheme to focus on price cuts. Unlike in Germany, where major efficiencies could be achieved in IT systems and distribution, Wal-Mart inherited a modern distribution network. However, Wal-Mart has been able to upgrade ASDA's systems to incorporate Retail Link into its networks with a view to incorporating CPFR initiatives in the future. 
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The key to Wal-Mart's success will be the change in product mix to achieve profit growth from non-food lines. Wal-Mart's Supercenters, in the USA, operate on a food/ non-food ratio of 40/60, compared with ASDA's 75/25, but the average size of an ASDA store is around one-quarter to one-- fifth of a US Supercenter. The rolling out of ten Wal-Mart ASDA Supercentres from 2000 to 2005, will go some way to the re-branding of ASDA and changing the product mix to a 50/50 ratio. For existing stores, more non-- food lines will be introduced and the shops-- in-shops format commenced by ASDA with pharmacy shops, will continue with selected high margin/low space requirement categories such as jewellery. 
The Institute of Grocery Distribution (IGD) acknowledged that ASDA can achieve sales growth from its existing store portfolio through: 
* extending the size of the existing store; 
* increasing the amount of space within an existing store devoted to sales space; and 
* increasing the sales density of the existing store (Beard et al., 2000). 
Sales densities are 10 per cent to 20 per cent below levels achieved at Tesco and Sainsbury and the ratio of sales to gross floorspace in ASDA's stores (52.5:47.5) is below that of Tesco (55.4:44.6) and Safeway (59.4:40.6). 
Improving performance in these areas can unlock further sales potential. Burt and Sparks (2001) estimate that such measures, in addition to expansion of the number of stores in the chain and extensions on current sites, could achieve as much as an increase in sales space by 42 per cent from 9.8 million square feet to 13.9 million square feet in a three-year period. 
As in Germany, Wal-Mart has made an impact on the British market and has changed the nature of retail competition. For instance, it appears Wal-Mart's EDLP strategy changed the store choice attributes in the UK to a greater price focus. In 1999/2000, the RPI increased by 3 per cent, but food prices fell by 1.7 per cent. It was not just the WalMart effect that pressurised retailers into a price war but Government pressure with their "rip-off" Britain campaigns and an ongoing inquiry into the competitive behaviour of the main British supermarkets by the Competition Commission. This culmination of events led to a shake-out in the marketplace. While the market leader, Tesco, has been able to match ASDA's EDLP strategy, the other key players in the grocery market have had to revise their strategies. 
J. Sainsbury, previously the number one grocer until the mid-1990s, is seeking to rediscover its traditional strengths as a quality food retailer. Under new leadership, Sir Peter Davies, is investing heavily in the core supermarket business to compete with ASDA and Tesco. By disposing of Homebase, the DIY subsidiary, its ventures into non-food will be in its superstores, where an emphasis on children's goods will be prominent (Kidzone and Adam's childrenswear concessions). 
Safeway, which was struggling when Wal-Mart entered the UK market, has had a resurgence under a new chief executive. Ironically, Carlos Criado-Perez was a Wal-Mart executive, and he has brought a Waltonian style of leadership to Safeway, encouraging local managers to be innovative in their local markets. Not being able to compete on EDLP, Safeway has adopted a deep discounting strategy on selected branded lines in addition to discount petrol prices for customers spending over 40 per visit at the stores. 
The weakest company in the top five, Somerfield, has dropped out of the superstore race. It has sold its largest stores, axed its home-shopping operation, and is now focusing upon the convenience store sector, announcing in January 2001 that it would spend L800 million on a refit of its 1,300 store portfolio. 
In this discussion on Wal-Mart's impact on grocery retailing in the UK, it should be stressed that much speculation existed at the time of the acquisition about the threat to non-food retailers, especially those with a focus on health and beauty and electrical goods, traditional areas of strength for Wal-Mart. Boots the Chemists, in particular, was deemed to be vulnerable to Wal-Mart's global buying power and Boots' stock was marked down accordingly in the first year of Wal-Mart's ownership of ASDA. Indeed, there was speculation in 2000 that Wal-Mart may even buy Boots, but Boots launched new health and beauty brands and emphasised its Advantage loyalty card to differentiate its products from its supermarket competitors. It has stressed healthcare services, introducing dentists, opticians, beauty therapists and even herbalists, directly into its stores. Unlike Boots (where the share price recovered in 2001), Kingfisher, the vanquished suitor for ASDA, has not seen a rebound in its share price. In fact it demerged its general merchandise high-street chain (Woolworths) from its out-of-town DIY (B&Q) and electrical (Comet) operations in the summer of 2001 to enhance shareholder value. As the low price market leader in DIY and electric goods in the UK, it began to roll out its Big W format to counter the non-food offering from Wal-Mart ASDA Supercenters. The Big W concept was initially conceived as an attempt to bring Kingfisher brands on to one site and to add other lines such as jewellery, sports goods and car accessories to the product mix. Plans for 90 stores have been scaled down to 50 and there must be some uncertainty about the future of this format in the wake of the demerger. 
This picture of the UK retail market shows that Wal-Mart has made an impact on existing operators. ASDA has been making ground on Sainsbury to challenge for the number two spot in the British grocery league table. In January 2001, ASDA had 17.3 per cent of the market and Sainsbury 18.5 per cent, both trailing behind Tesco's 26.4 per cent (Retail Week, 2001). But where does Wal-Mart go from here? Its current expansion plans are fairly modest although it can achieve increased sales from its existing store portfolio. Of more concern is the loss of key members of the management team who transformed ASDA's fortunes in the 1990s. Archie Norman's departure was not unexpected in view of his political career, but Allan Leighton's departure from ASDA and CEO of Wal-Mart Europe, in September 2000, to be followed by George Davies later in the year and Paul Mason in 2001, does not auger well for the future. Other directors with less high profile reputations also have been leaving the company. Clearly there is some discord between Bentonville and Leeds, about how to manage the British business. Leighton was an inspirational leader and George Davies built a 600 million clothing business for ASDA. Marks & Spencer has recruited Davies in the hope that he can revive their ailing business. For ASDA the George brand remains, but whether it can continue to succeed without its founder is debatable. 
Wal-Mart in France 
France is a logical market for a Wal-Mart entry. It is the home of the hypermarket and has the highest level of sales through food retailers in Europe, some L165 billion in 1998, compared with L128 billion in the UK and L114 billion in Germany (see Figure 5). It also has five out of the top 11 companies in terms of European food retailers' sales (Figure 1). These companies, Carrefour/ Promodes (18.4 per cent of the French grocery market), Leclerc (17.8 per cent), Auchan (14.3 per cent), Intermarche (13.6 per cent) and Casino (8.4 per cent) dominate the French market. The geographical position of France makes it an appropriate bridge between its earlier German and UK acquisitions and would allow Wal-Mart to build a strong European network from these three key markets. 
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The problem for Wal-Mart is that strict planning legislation will preclude it from building large out-of-town stores so, like the UK and Germany, an acquisition or joint venture are the only market entry strategies available. Unfortunately for Wal-Mart, two of the best acquisition targets, Carrefour and Promodes, merged in September 1999. The strategy of these French companies is not too dissimilar to the Kingfisher/ASDA proposed merger in the UK, in that both were perceived to be defensive mergers to keep Wal-Mart out of their markets. While Kingfisher failed, it is unlikely that the new Carrefour group will succumb to Wal-Mart as they compete on the global stage. Overall, Carrefour is simply a more experienced international retailer and its international experience dates to 1973 versus Wal-Mart's move to Mexico, in 1991. It operates and manages 7,800 outlets versus Wal-Mart's 4,200 and does so in 27 countries as compared to Wal-Mart's ten. 
The other major companies in France have a range of store formats and organisational structures. Intermarche and Leclerc/System U operate hypermarkets, supermarkets and small stores, but these companies are essentially buying/voluntary trading groups, which make an acquisition out of the question. Auchan, which has 120 large hypermarkets in France and an international presence in markets which Wal-Mart has shown an interest (Spain, Italy and Poland), is a privately-owned company. The Mulliez family are notoriously secretive about divulging information, although it is believed that they would be unwilling to sell. 
This leaves Casino, which is owned (51.5 per cent stake) by the Rallye group. Its weak performance in the 1990s made it an acquisition target and Rallye outbid Promodes in 1997, for eventual control of the company. Performance has improved in recent years and the Casino brand has been used for their supermarkets and local stores (Petit Casino) while the hypermarkets have been re-branded as Geant. The 112 Geant hypermarkets account for 47.5 per cent of total sales. Of interest to Wal-Mart would be its 779 hypermarkets/supermarkets in markets such as Poland, Taiwan, Venezuela, plus a warehouse club in the Philippines. Casino, however, is the smallest of the main French retailers and would not give Wal-Mart the economies of scale required to make an impact on the French market. A possibility for Wal-Mart is to buy Cora in addition to Casino. Cora has 57 hypermarkets and 146 Match supermarkets. Both companies created a joint purchasing venture called Opera, in 1999, so some degree of integration has already been achieved. 
A final possibility is some sort of joint venture or partnership arrangement. Wal-- Mart's contribution would be its logistics and cost reduction expertise and an investment in infrastructure. The local partner would supply the necessary knowledge of the complex French market. However, Wal-Mart has taken this route only in the aborted Indonesian adventure and where it had no choice in the China market. 
Wal-Mart's future in Europe 
Wal-Mart needs to develop its international presence if it is to maintain its historical double-digit growth rates. Europe is a logical target market because of its size, the expansion of the EU and the newly established common currency. But Europe is very different from North America. Strict regulations, especially on new site developments, inhibit organic growth unlike the laissez-faire development model in the USA and, to some extent, Canada. The USA is very different from the more disjointed states of Europe in terms of consumer tastes. 
The classification by Alexander and Myers (2000) of Wal-Mart, as an ethnocentric rather than geocentric retailer, is significant in the European context where each market warrants a different strategy. The German consumer is very price conscious, the British less so with a strong preference for supermarket brands and a more pleasant shopping environment. The French consumer is somewhere in between but even then regional tastes within countries inhibit the promotion of a standardised format in all markets. 
In practice, the transfer of US store formats to Europe has met with resistance and the "original" model, in some cases, has required considerable adaptation to gain acceptability in these new markets. For example, Fernie (1998) and Fernie and Fernie (1997) discussed how the US factory outlet centre had to be modified for the UK and the rest of Europe. Wal-Mart's flexibility in this regard is not clear. Wal-Mart is essentially a general merchandise operator that added fresh food to its offering and created Supercenters. This format is more profitable than the original discount department stores because the more frequent food shoppers orientate to the higher margin, non-food items. Thus, it is no surprise that Wal-Mart has sought to purchase hypermarket chains in Europe in order to enter each market with a strong food retail proposition. However, the Supercenter "big box" stores are up to four times the size of European hypermarkets and this has meant that the acquired stores have less potential to offer the necessary assortment in non-food lines. The necessary assortment is wide enough that consumers can reasonably expect to find the item they need 80 per cent of the time. 
When debuted in Bentonville, the neighbourhood market format was reputed to have attracted much attention from Wal-Mart's European management. On the surface, the smaller 3,700 sq.m. food and non-food format seems ideally suited for the European context. However, the American experience being gained with the Neighborhood Market format would seem inapplicable to Europe because they are being situated as fill-ins in the context of a pre-existing network of Supercenters. Of more relevance to Europe would be Wal-Mart Canada's experimentation with smaller format stores in some of its Canadian markets. The new Wal-Mart Europe CEO, Dave Ferguson, fresh from his previous assignment as Wal-Mart Canada's CEO, is in an ideal position to impart the relevant experience. 
Wal-Mart has made an impact in both Germany and the UK, but whether it has been as successful as originally anticipated is highly questionable. Wal-Mart seems to be having more troubles in these two markets than it ever did in Canada. The large European retailers have met the challenge of Wal-Mart albeit at a cost to their net margins. Change has been incremental rather than radical. In Germany, the renovation of the acquired stores has taken longer than expected and the domestic chains have been able to compete on the key price attribute. In the UK, ASDA is a successful business but how much more growth it can achieve to meet Wal-Mart's financial targets is debatable, especially in view of the limited number of development sites available. 
Wal-Mart's corporate behaviour is similar to that reported by Vida (2000) on US retailers' expansion strategies. Wal-Mart favoured full control entry strategies, identified as outcomes in the earlier Vida and Fairhurst (1998) model. The antecedent is the environment within which decisions are taken. While the firm's ownership advantages allowed it to take the Wal-Mart offer to Germany and the UK, a weakness has been management characteristics on the "softer" side of the acquisition outcome. The inability of the US expatriates to make Germany profitable and the scale of UK defections from ASDA to other careers suggest that the Bentonville management style is not a universal cultural panacea. 
Vida and Fairhurst's (1998) model discusses the process of internationalisation, that is the decision on whether to expand or withdraw from markets. It appears that Wal-Mart is at a crossroads. It only has a toehold in the European market. In Germany it needs another acquisition to achieve sufficient scale economies to assume national price leadership. In France, the major takeover targets, Carrefour and Promodes, merged in 1999. In both markets, an acquisition is difficult because of the nature of ownership of targeted companies that are either family-owned, voluntary trading groups or co-operatives. 
Wal-Mart's options appear limited. It could withdraw from the European market. Withdrawal, however, seems unlikely because it has only done this once before when local unrest forced it out of Indonesia. Wal-Mart has only been in the international arena for a decade and withdrawal would be an admission of defeat by an organisation composed of extremely competitive individuals. 
Wal-Mart's other alternative is to make a mega acquisition, an action consistent with the 2010 growth projections. To do so, it could acquire Carrefour and/or Metro. Although Carrefour is the world's second largest retailer, its total revenues are less than half of those of Wal-Mart and in fact not much larger than what Wal-Mart should make from all of its international operations in the 2002 fiscal year. 
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