Chelsea Wyatt
PINS Proposal
For the Partners in Scholarship Program, I plan to work with Dr. Cynthia Fukami and Dr. Pallab Paul as well as getting statistical advice from Teresa Dalton in the Statistics Department to assess why the internationalization strategy of Wal-mart failed in Germany. I will take this project one step further than other researchers who have commented on this very recent topic by assessing whether another American discount retailer with a different marketing plan and strategy, like Costco, could have survived. I will then come up with a detailed business plan for this company expanding abroad into Germany. 
This project is directly in line with my current strategic management focus, and my major in international business. It will also expand beyond my focus at Daniels into preparing me for my desired career as a strategic management consultant. I hope to specialize in helping American companies expand into Europe, while working for a large consulting company, like Boston Consulting Group, or Bain & Company in London. Because research like this is a key component of a career with both of these firms, completing this project will surely differentiate me from my peers during the interview process. It will also allow me to practice the skills I need to be more effective at my job, before I leave the Daniels learning lab. Evaluating the internationalization failure of America’s largest, although controversial, retailers could not allow me to better define the crucial elements to successful internationalization of American companies and brands. 


I plan to present this project in an oral presentation with some visual timelines, financial and statistical aids, and marketing tools at the Spring Research Symposium. This project could also potentially develop into my Honors Thesis Project.  


The German business marketplace operates far differently than America’s today. As a prime example, one of the US’s top earning companies, Wal-mart, failed to establish itself there, to the astonishment of American executives. This means that there is a vast difference in the perceptions of what commercialization should be between Americans and Germans. I plan to explore these perceptions and come up with a theory as to why Wal-mart failed. Because of the sheer size of the German market however, it is still very attractive to American retail companies. According to the CIA Factbook, Germany’s economy is one of the most productive in Europe, with a GDP of $2.5 trillion. It is also an extremely attractive market to discount retailers. With a labor force of 43.32 million as potential customers, each earning about $30,000, this is the largest single group of European consumers. Coming up with a business plan that would attract German consumers would capture almost all of these potential customers with one language and cultural adaptation, a feat non-repeatable anywhere else in Europe due to its great diversity. German business laws are also far more conducive to American investors than that of France or Spain. Obviously, this would be an ideal European market for American retailers to capture.


 The PINS final project will be structured in three parts. The first is determining what values of Wal-mart that Germans objected to and whether more acceptable or similar business values to that of the locals would succeed. I will also investigate whether it is large, American low-cost retailers that German views abjectly. I will determine these differences by both primary research through surveys of local citizens and former Wal-mart employees in Germany, as well as secondary research on Wal-mart’s time spent in the country. Using the survey responses, and the help of Teresa Dalton, I will construct a multiple regression model to learn more about the relationship between the independent variables or ‘predictor’ variables like respondent consumer age, white collar or blue collar work status, gender, and union member status and the dependent criterion variable of whether the respondent would shop at Wal-mart. I will then compare this to Wal-mart Executives discussions of their primary German target market to determine if they simply chose the wrong demographic. Next, using the interviews of Wal-mart executives who dealt with the expansion, I’ll get their views on what happened to the project. I will also compare these to interview responses with former local German employees and their views of the company and why it failed. Lastly, in this portion, I will include an extensive secondary research segment, examining both American and local press before and after the company’s German collapse. 

The second phase of my project will be to examine two large European low-cost retailers, Carrefour in France and Royal Ahold in the Netherlands, to determine their success factors. These are the next largest retailers in the world behind Wal-mart. This will include much secondary research, and a visit to a couple of each company’s stores, where I will compare that experience, and their pricing to that of Wal-mart. I hope to also conduct primary interviews with HR employees and perhaps an executive to determine how they treat their employees differently and what their expansion strategy was for the country.

Lastly, I will examine the potential of another large, American discount retailer, like Costco, expanding into Germany. I hope to determine what modifications should be made to the company’s operation to make it a success in Germany, and not to find that it cannot be done. Through a business plan, I will suggest modifications to the company’s American operations and how the expansion should be conducted to make it a success in Germany. My hypothesis is that the values of Wal-mart differed so extensively with the country’s values that their cause was doomed from the beginning. Costco has values more in tune with the German marketplace, however. American Costco employees make over three times minimum wage, 90% have health insurance, and a great majority are members in the West Coast Union. These business practices vary greatly from Wal-mart’s. Hopefully, I can prove that it was not the aversion Germans have to American discount retailing, but to Wal-mart’s values and its effect on the community, that led to its German demise.

Expenses for the Fall 2006 research project:

1.) $697 for a flight to Germany. A flight to Europe to complete much of the primary research is absolutely necessary. I’ve spoken to a discount travel agent who believes that he can get it for me for under $700. The ticket as of September 14th, 2006 was only $697. It is cheapest for me to fly into Brussels rather than Frankfurt, and then take the train from there for 46 Euros each way. I have a couple of friends from studying abroad that I will be able to stay with shortly while conducting the research there, so housing will not be an issue. 
2.)  $307.34 in transportation for the project. I will need to travel by train from Brussels to Frankfurt (still cheaper than flying into Frankfurt directly), which is 46 Euros each way. This comes to $116.84 at the current exchange rate of $1.27/Euro. I will do research there on the Wal-mart expansion. I also want to travel to a couple of IKEA stores, and will need to travel to interview primary past employees and hopefully executives. For this, I will need a rental car for at least three days. I have looked at prices for several companies, and got a deal through Hertz only available to students for 50 Euros per day. This is equivalent to $190.34. The total for these two items is $307.34. 
*I will need no funding for housing while I am in Germany as I have a couple of friends I will be staying with, one in Maastricht, Netherlands (only 1 hour from Cologne), another close to Frankfurt, and a colleague near Berlin who has offered me a room.

3.) $80 phone card (prepaid) and a $15 prepaid phone for calls to executives for interviewing. I want to interview as many people as possible involved with the international expansion, and the phone is definitely the most economical way to do so. Before I leave for Germany, and after I come back, I’ll need to do some work finding executives and interview a few of them from America or conduct follow-up interviews once I return. From here, I will have a phone card that allows me to get $.03 per minute to land lines from the US and $24.7 cents a minute to cell phones. While over there, I will need to get a local prepaid phone for $15 and load money on to it.

4.) $250 for books on the subject. These will be given to either the Marketing or Management department (depending on the genre) after I finish using them. The following books I have already picked out for the project. Unfortunately, I was not able to find many publications on either Royal Ahold or Carrefour here in the US, and am sure I’ll have to check once I’m in Europe. 
$26.99 Frontline: Is Wal-mart Good for America?

$9.95 Walmart: The High Cost of Low Price, by Greg Spotts and Robert Greenwald

$16.49 The Wal-Mart Way: Inside the Story of the Wold’s Largest Company, by Don

Soderquist

$20.99 The Wal-Mart Way, Not Sam’s Way: An Associate View from Inside the Stores,

Julie Pierce

$17.13 The Wal-Mart Effect: How the World’s Most Powerful Company Really Works


and How It’s Transforming the American Economy

$55.95 Images of Organization, Garreth Morgan (this is described as a “classic cannon in

management literature, and uses Royal Ahold as an example

$40.00 Competitive Strategy by Michael E. Porter 

$5.95 “Retailer of the Year: Costco Wholesale; You Do the Math, Costco’s Strategy

Adds Up. Private Label Buyer, by Jill Bruss

$2.95 Good Listeners Make Strong Leaders at Costco, by Bob Nelson, PhD

$9.72 The Costco Experience: An Unofficial Survivor’s Guide by Larry Gerston

This tally comes to $206.35 without books to fund the second portion of my secondary research on Royal Ahold and Carrefour, but I believe I will be able to keep expenses under $250 for the rest of the book needs. Any extra funds left over will be returned.
5.) $100 for a German interpreter. This item is optional. The German student is a friend of mine who will be accompanying me for all of the trips and interviews and offered to do it without my mentioning compensation, but I believe it is very appropriate. I do not speak even proficient German yet myself, so he will be instrumental in helping me complete this project.

The total funding requested for this project then is $1949.34. Less the optional item of paying the interpreter, it comes to $1849.34. Thank you all for your consideration and time spent evaluating this project!
