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Abstract

Franchising is a system that can be applied in many sectors of the economy. In
recent years, it has become a major driving force in the process of internationalisation
of the service sector, especially in retailing. Retail chains are increasingly using
franchising in the process of expanding their operations on the domestic as well as the
international market. The issue of expansion of retail chains to international markets
attracted the attention of theoreticians and practitioners in the late 20" and early 21
century. In this context, the models of internationalisation of retailing arouse particular
interest, yet there is some inconsistency in the literature regarding the development of
the internationalisation of retailing through the model of franchising. The aim of this
paper is to analyse franchising as the model of internationalisation of retailing. The
starting hypothesis of this work is that franchising stands for the significant model of
internationalisation of retailing. Another hypothesis is that the choice of franchising as
the model of internationalisation of retailing has a positive impact on a company’s
revenue. Both hypotheses will be tested through the development of the model of
regression analysis, which includes the determinants of revenue of retail companies
that use franchising as the model of internationalisation. The study sample includes 30
retail companies from the list of 250 largest retail companies by sales volume in 2012.
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OPAHIIN3UHI' KAO MOJEJI
NHTEPHAIIMOHAJIN3AIIMJE MAJIOITPOJAJE

AncTpakT

OpaHIIIBHHT je CHCTEM KOjH CBOjy IPUMEHY Hajla3H Y MHOTUM CEKTOPHMA IPHBPETIE.
Tocnenmux roguHa MOCTaje IIaBHa MOKpPeTavyka CHara y IpoLecy HHTepHAIMOHAIM3aLH]e
YCITyXHOT CEKTOpa, MPU YeMy y MaJOIpOAaju Halasu CcBoje mocebHo mecto. Maompo-
JIajHY JIAHIM CBE BHIIE KOpUCTE (PaHIIM3HHT Yy NPOIECy IMIMPEema MoCcIoBamka Kako Ha
nomaheM, Tako M Ha MHOCTPAaHOM TPKHINTY. [InTame Immpera MocioBama MalopoIaj-
HUX JIaHAIla Ha MHOCTPaHOM TPYKHUIUTY NPHBIIAYH NTaXKEbY TEOpeTHYapa U MpakTH4apa Kpa-
jem 20. 1 moyeTkoM 21. Beka. Y TOM KOHTEKCTY, IPEIMET ITOCEOHOT HHTEPECOBaha MPE/-
CTaBJbajy M MOJIEN MHTEPHAIIMOHATIM3AIH]je MaJIONpo/aje, T/Ie ce MOXKE YOUUTH M3BECHA
HEKOH3UCTEHTHOCT Y JIMTEpaTypH Y TOIJIeNy pa3Boja MHTEPHAIMOHAIM3ALHjE MaJIoIIpO-
Jaje Kpo3 Mojen (paHIIM3MHTA. YTIPABO je Wb OBOT paja Jia aHAMM3Upa (paHIIN3HHT
Kao MOJeN MHTepHalMoHanu3aimje Manonpoaaje. [lomasHa xumnoresa y pany jecte na je
(hpaHIIM3UHT 3HAYajaH MOJIEI HHTEPHAIMOHATIN3ALH]E TIOCIIOBAa MATIONIPOIajHIX JIAHAIIA.
[pyra xumnote3a y pamy jecte aa U300p (ppaHIIM3HHTa Kao MOJieNla HHTepHAIMOHAII3ALHje
MaJIoTpo/iaje MO3UTHBHO yTHUYE Ha mpuxoja kommanuje. O6e xuroTese Ouhe TecThpane
KpO3 pasBOj MOZENa PpErpecHoHe aHalM3e KOjH YKJbydyje NETepPMHUHAHTE IPUXOfa
MAJIONPO/IAJHIX KOMITaHH]a KOje KOpHCTE (DPaHIIM3UHT Kao MOJIeT HHTCPHAMOHATIN3ALIH]e.
V3opak ucTpaxkuBama o0yxBaTa 30 ManonponajHuX Kommanuja ca jucte 250 HajBehnx
MaJIONPOAAJHAX KOMIIaHHja, IOCMaTpaHo 1o oouMy mpozaje y 2012. romusu.

KibyuHe peun: (paHIIM3UHT, HHTEPHAIMOHATIN3IIM]a, MAIONPOaja, MOACIH, (pakTopH

INTRODUCTION

Internationalisation of operations of retail companies is one of the
most critical moments in their life. It is influenced by a large number of
factors, i.e. motives, which are usually classified into “push and pull”
factors. While previous studies focused on these factors, in recent years,
researchers have developed an interest in the methods, i.e. models through
which retail chains internationalise their business. The theory and practice
dealing with internationalisation of retailing mention the following models:
export, management contracts, concessions, franchising, mergers and
acquisitions, joint ventures, licensing, and building own facilities. Each of
these models implies a certain degree of control, but also risks. In this
paper, the focus is on franchising, as a model of internationalisation of
retailing, given that it occupies a significant place in the service sector,
especially due to the fact that the world-famous retail chains use it as a
model for business expansion on the domestic and foreign markets. For
example, franchising has risen in importance all over the world, with an
increased impact on the global economy. This claim is supported by the
fact that in the USA 8% of employees work in the franchising system, and
that this system has a 4% share in the creation of gross domestic product. On
the other hand, there is little research in the field of internationalisation of
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retailing through the system of franchising. Considering all these facts,
the aim of this paper is to analyse the system of franchising in the process
of internationalisation of retail chains’ operations. In accordance with the
research objective, we will test the proposed hypotheses, based on
available statistical material.

MODELS OF INTERNATIONALISATION OF RETAILING

One of the biggest dilemmas that retail chains face in the process
of expanding their operations beyond the national markets is the selection
of appropriate strategy or model. Theory and practice in the field of retail
management and marketing state the following as the most commonly
used models of internationalisation of retailing (Alexander & Doherty,
2010a; Alexander & Doherty, 2010b; Forte & Carvalho, 2013; Cuzovi¢ &
Sokolov Mladenovi¢, 2011): export, management contracts, concessions,
licenses, joint ventures, franchising, mergers and acquisitions, and foreign
direct investment. In this regard, each of these models implies a certain
degree of control and risk.

Export is one of the models of internationalisation of retailing,
characterised by a low level of control, but also a low level of risk (Albaum,
Strandskov & Duerr, 2002, p. 275). It is characteristic of those retail
chains which have a specific profile of products offered, such as their
own brand, which is attractive to customers in foreign markets. It is also
the signal for these companies to conduct internationalisation of operations
through export arrangements. One example is the British company Marks
& Spencer, which began exporting products with its own brand St.
Michael before it started to build its own facilities on other markets. A
large number of retail companies opt for export strategy as an alternative
to internationalisation, following the increased interest of foreign tourists
in visiting their stores on the domestic market. However, the increased
interest of foreign customers for the product range of a foreign company
does not necessarily guarantee success of internationalisation of its business
through export. This may provide benefits on a short-term basis, but not in
the long run, given that, over time, the company develops a need to address a
much larger number of customers.

The model of management contracts is characteristic of those retail
companies that do not have a specific profile of the products they offer,
but possess selling skills. This model is not widely used in the field of
retail, but is used a lot in the field of hotel management (Onkvisit & Shaw,
2009, p. 301). If retail chains opt for this model of internationalisation, they
are given the opportunity to appear on foreign markets without additional
investment in the building or lease of business premises. The property owner
concludes a management contract with the retail company, based on which
they lease the premises (for appropriate compensation), with the involvement
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of the management team by a foreign trade company. Practice has shown
that the model of management contract is generally used by companies
that expand their operations to less developed markets. The Japanese
companies that have expanded their operations to the Taiwanese market by
using this model are a good example (Cheng & Sternquist, 1994). A big
advantage of this model is reflected in the transfer of advanced management
selling skills, but also in the use of additional sources of supply.

Concessions are a special form of management contracts and share
a lot of similarities with this model (Alexander & Lockwood, 1994).
Through this model, the foreign retail chain operates within the domestic
retail store, so that, in some way, it represents a “store in a store”. In this
way, the foreign retail chain brings managerial skills, as well as the goods
they sell, which is of primary interest for the domestic retail store, which
is, on the other hand, in charge of attracting customers. Concession
arrangement is an important strategy, through which retail companies
internationalise their operations without significant financial investment.
This strategy is especially suitable for access to those markets that are
geographically distant, as well as markets in which there are cultural
differences. However, the concession model is not suitable for companies
that do not have their own brand.

Joint ventures are an important model of internationalisation of
retailing. In most cases, joint ventures include one local and one foreign
company that form a joint venture, which offers the foreign company the
possibility to appear on the international market (Zentes, Morschett &
Schramm-Klein, 2007, p. 106). However, there are examples of the
formation of joint ventures between the foreign companies, as was the
case with the American trading company Toys R Us, which entered into a
joint venture with the American fast-food chain McDonalds in order to
get into the Japanese market. Specifically, at the time of entering into a
joint venture, McDonalds had already been present on the Japanese
market, which significantly facilitated Toys R Us’ market penetration.
Through the joint venture, the foreign company has the possibility to
quickly learn about the specifics of the international market, while the
local company has the possibility to quickly learn from the foreign
“player”. Thus, the selected partner in the joint venture is mainly a strong
local company that knows the conditions and characteristics of the local
market very well, which enables the foreign company to avoid any further
problems they may face on foreign markets. For this reason, the joint
venture strategy is used for penetrating markets that are characterised by
geographic and cultural proximity. However, the joint venture strategy is
fraught with some problems. They are mainly related to the frequent
incompatibility of partners in the joint arrangement.

Licensing is a model that involves the transfer of a retail company’s
know-how or other intangible asset to companies on the selected market
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with adequate compensation or royalties (Sternquist, 2007, p. 136). In this
way, the licensor acquires financial gain, as well as a greater possibility
of implementing their business concept. On the other hand, the licensee
may thus very quickly become the biggest competitor to the licensor,
which is one of the disadvantages of licensing arrangements as the model
of internationalisation of retailing. Through a licensing arrangement, the
licensee (domestic company on the selected foreign market) uses the
name of a prestigious retail company. Practice has shown that this often
leads to misuse of company name or image degradation of the foreign
company by the licensee, which is one of the biggest risks of licensing
strategy. In order to avoid such occurrences, the license agreement should
specify all the necessary elements for the successful implementation of
this strategic alternative (Johansson, 1997, p. 196).

Mergers and acquisitions are one of the strategic alternatives to
internationalisation of retailing, characterised by a high degree of control,
as well as a high degree of risk. There are similarities but also differences
between these two alternatives. Mergers are characterised by the entry of
an international retail company into the integration process with a strong
retail company on the market which it wants to penetrate. A hew company is
formed, which wins the chosen market in a very short time. Just like mergers,
acquisitions also place emphasis on a strong, well-known retail company on
the selected international market. However, unlike mergers, acquisitions
include the acquisition of an ownership portion or share in equity of the
domestic retail company. It is usually a company with a well-established
image and possible international presence and brand (Dawson, 1994). The
foreign company acquires the ownership portion in the domestic company,
thus ensuring its presence on the international market. Acquisitions represent
an attractive alternative for quick conquest of foreign markets, but that
does not mean that they are without problems. First of all, problems may
arise due to financial constraints the company faces. Specifically, in the
course of investing capital in the company, some of the problems are
overlooked, which can later cause numerous difficulties to an international
retail company.

Foreign direct investments are a model of internationalisation of
retailing with the highest degree of risk, as well as the highest degree of
control. It is realised through the building of own facilities, and has great
significance in the process of internationalisation of retailing. However,
the success of this strategic alternative involves a detailed analysis of the
selected markets in order to avoid potential problems (McGoldrick, 1995,
p. 10). In order for this strategic alternative to be successful, it is necessary to
fulfil several conditions. First of all, it requires the existence of geographical
and cultural proximity, i.e. similarity between markets. This is the main
reason why many international retail companies, when appearing on the
markets of neighbouring countries, build their own facilities. However, in
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such circumstances, it is necessary to take into account the social differences
and differences in economic and political circumstances, which, in some
cases, may be crucial for penetrating these markets. The biggest advantage of
the foreign direct investment strategy for a foreign retail company is
reflected in the maintenance of complete identity, which would be partially
lost through other strategic alternatives. In addition, through its retail stores,
it can introduce an unlimited number of innovations into the business. On
the other hand, the domestic market has multiple benefits of such strategic
alternative through the generation of new sources of budget revenues,
employment of domestic workers, supply from domestic sources, as well
as creation of new places for fun and entertainment. In addition, an
additional incentive is given to domestic retail companies that are in this
way motivated to introduce innovations into their business and find
strategic alternatives for the competitive struggle against foreign companies.

FRANCHISING AND FACTORS DETERMINING THE CHOICE
OF FRANCHISING AS THE MODEL OF INTERNATIONALISATION
OF RETAILING

Franchising is a model of expanding the operations of retail
companies to foreign markets, which has been used extensively in recent
years, especially by those companies that specialise in the sale of food
products. In short, franchising is the right (to sales, use of trademark,
know-how, etc.) that a foreign trading company cedes to a domestic
company. In this regard, two sides enter into a contractual relationship: a
franchisor, a foreign retail company, and a franchisee, a domestic retail
company, which pays franchise fee as compensation for the use of a certain
right (Cuzovi¢, 2013, p. 315; Cuzovi¢, Sokolov Mladenovi¢, 2007; Cuzovié,
Sokolov Mladenovi¢, 2013).

Franchising as a model of internationalisation can occur in two
forms, as direct and master franchising (Quinn & Doherty, 2000). Direct
franchising occurs in situations where a foreign company directly cedes
the selling right to one or more domestic retail companies. With master
franchising, a franchisee, which has been ceded the selling right, cedes
the same right to other companies, with which they conclude separate
contracts. Moreover, practice often points to plural forms of franchising,
when a domestic retail company has retail franchises in its business portfolio,
as well as those that are in their possession. Such alternative to international
expansion allows a retail company to make a comparison between retail
stores, continuously striving to improve the operations of its franchise chains.

In the context of franchising as a strategy of entering a foreign market,
it is important for a company to know the possibilities of its application,
taking into account its capacities. Thus, in his work on franchising, as the
model of internationalisation of operations, the author Fladmoe-Lindquist
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(1996, p. 419) identified several types of international franchising. His
classification is based on the resource-based theory, according to which
knowledge-based resources or business routines are the source of competitive
advantage of a company’ (Doherty & Quinn, 1999). In addition, some
companies are simply better than others in generating ideas and new ways of
doing business. The resource-based theory does not only underline the
importance of owning resources, but also emphasises continuous
organisational learning. The growth of the company involves combining
existing resources and capacities with the possibility of developing new
resources and capacities. Effective learning requires the franchisor to
collect and process information in order to create knowledge, which is the
basis for the development of the strategy of franchising in the international
context.

Taking into account the capacity to develop international skills and
existing capacities, four types of franchisors can be identified, which expand
activities on foreign markets. This classification is shown in Figure 1.

Existing capacities for the development
of international franchising

Low High
High Integrated franchisors Worldwide franchisors
S = Aim at prudent risk = Focus on the global market
= S = Use multiple forms of = Use multiple forms of
> 8 franchising franchising
; % = Proactive assessment = Proactive and reactive
£ = assessment
85 Constrained franchisors Conventional franchisors
2% * Locally international = Focus on several markets
g c = Limited involvement in = Use smaller forms of
< g international expansion franchising
.= = Reactive assessment = Often reactive with some
Low proactive efforts

Figure 1. Types of international franchisors
(Fladmoe-Lindquist, 1996)

Constrained franchisors have limited international management
skills and less capacity for learning. Companies that belong to this group
will not strive towards significant development of international franchising.
They are mainly limited to countries that are geographically and culturally
close to them.

! Theories explaining the reasons for the entry into the franchising system can be divided
into three groups: 1) agency theory, 2) resource-based theory, and 3) risk theory.
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Integrated franchisors have limited capacities for the development
of international franchising, but significant capacity for learning and
integration of experience into their business activities. These companies
initiate international expansion in the early stages of their life cycle.

Conventional franchisors have certain capacities for the development
of international franchising, but do not have all the necessary capacity for
success on the broader global market. They are most often limited to a small
number of markets, and, in some cases, even withdraw their operations.

Worldwide franchisors are generally large retail companies with a
vast amount of experience and capacities to effectively operate and
successfully manage business risk. These franchisors operate in a number
of countries, using the plural form of franchising. They operate over a longer
period of time, successfully consolidating knowledge from different markets.
Mistakes they make in the early stages of business are very quickly integrated
into the experience that helps them achieve success on the global market.

The typology, i.e. types of international franchisors, is determined by
the presence of a large number of factors that ultimately determine the choice
of franchising as a model of internationalisation of retailing. Based on the
research results of a number of authors (Doherty, 2007a; Doherty, 2007b;
Doherty, 2009; Duckett, 2008, Elango, 2007; Pedro, 2009), Table 1
systematises factors, i.e. motives for internationalisation through franchising.

Table 1. Factors determining the choice of franchising
as the model of internationalisation

Factors
Organisational factors Operational management’s experience
Top management’s experience
Risk tolerance
Perception of the company’s competitive advantage
Company size

Environmental factors Market saturation
Changes in the environment
The existence of potential franchisors

Managers’ attitudes ~ The desire to exploit the potential market
The desire to increase sales and profits Market
expansion
Becoming known as an international company
The desire for growth
Source: Authors’ processing, based on Doherty, 2007a; Doherty, 2007b;
Doherty, 2009; Duckett, 2008, Elango, 2007; Pedro, 2009.
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All these factors influence the choice of franchising as a model of
internationalisation of retailing on certain markets, as well as the choice of
partners in the franchising system. For this reason, international franchisors,
regardless of the type, have a strategic approach to creating franchising
systems on foreign markets.

METHODOLOGY OF RESEARCH, RESULTS, AND DISCUSSION

In accordance with the defined research objective, we tested two
hypotheses:

H1: Franchising is an important model of internationalisation of

retailing.

H2: Franchising as a model of internationalisation of retailing has a

positive impact on the company revenue.

Hypotheses were tested on the basis of data from the Report on the
250 most successful retail companies, published by the consulting
company, Deloitte Touche (www.deloittetouche.com). In this regard, the
subject of the analysis were the results of operations of 30 retail
companies that use franchising as a business model and are on the 2012
list of 250 most successful retail companies in the world (Global Power
of Retailing 2014 www.deloittetouche.com). Data on the operations of
companies from the sample was taken from their official 2012 report on
operations (Table 2).

Based on this data, we used regression analysis to establish the
determinants of business success of the 30 retail companies that are the
subject of this research. Taking into account the fact that these companies
differ in size, and, therefore, have different sales volume and number of
employees, revenue per employee in millions of dollars was the
dependent variable that determines the success of the business. This is
also an indicator of the productivity of business of the analysed retail
companies.

For the purposes of analysing business performance, the following
were the independent variables: the number of countries in which the
company operates, the number of franchise units, the number of
employees, and the number of employees per franchise unit in 2012.

Given these facts, we first determined the level of correlation
between the dependent and potential independent variables. The results of
the correlation analysis are presented in Table 3.


http://www.deloittetouche.com/
http://www.deloittetouche.com/
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Table 2. Retail companies that use franchising as the model of
internationalisation

No.

Name of the company  Country — Number of  Sales  Number of Number
registered employees volume in countries in of
office millions which the franchise
of dollars company units
in 2012  operates

1. Carrefour S.A. France 101,050 141,470 34 10,105
2. Seven & Holdings Co., Japan 168,836 116,497 18 54,000
Ltd.
3. Wesfarmers Australia 80,000 36,000 2 20,000
4. Casino Guichard- France 98,392 118,070 26 14,056
Perrachon S.A.
5. Safeway Inc. USA 11,700 10,413 3 1,300
6. Inditex, S.A. Spain 66,765 178,931 88 6,460
7. H&M Hennes&Mauritz  Sweden 37,476 74,202 49 3,123
AB
8. Marks and Spencer Great 22,554 70,594 54 1,253
Group plc Britain
9. The Gap, Inc. USA 48,000 105,600 47 3,200
10. Dixons Retail plc Great 7,908 12,653 28 917
Britain
11. Staples, Inc. USA 32,535 61,817 13 2,169
12. Fast Retailing Co., Ltd Japan 27563 49,613 28 2,742
13. Whole Foods Market, USA 2,244 2,199 3 335
Inc.
14. Shoprite Holdings Ltd. South 10,319 10,113 17 1,948
Africa
15. Dairy Farm Hong 29,000 24,070 12 5,800
International Holdings Kong
Limited
16. GameStop Corporation USA 33,000 25,740 16 6,600
17. Reitan Norway 6,000 4,740 7 1,000
18. Pick n Pay Stores South 11,904 12,142 9 992
Africa
19. Kering S.A. France 23,049 92,196 85 1,149
20. Office Depot USA 10,194 9,991 19 2,000
21. Nextplc Great 7,200 25,920 72 240
Britain
22. Deichmann SE Germany 21,000 19,950 22 3,000
23. Groupe FNAC S.A. France 2,112 1,690 7 176
24, Abercrombie & Fitch USA 20,120 10,060 20 1,006
Co.
25. Coach, Inc. USA 5,456 6,111 16 853
26. Nike, Inc. USA 8576 21,011 48 536
27. RadioShack USA 52,992 100,154 33 5,198
Corporation
28. Groupe Vivarte France 57,600 172,800 64 4,800
29. Daiso Sangyo Inc. Japan 12,720 12,720 29 3,000
30. Praktiker AG Germany 707 637 9 128

Source: Authors’ processing, based on the report Global Power of Retailing 2014, as

well as the annual reports of analysed companies
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Table 3. Results of correlation analysis between revenue per employee
(dependent variable) and the number of countries, number of franchise
units, number of employees, and number of employees per franchise unit
(independent variables)

Revenue Number of Number Number Number of

per countries of of employees
employee inwhich franchise employees per
in the units franchise
millions  company unit
of$ operates
Revenue per employee in 1.00
millions of $
Number of countries in 0.90 1.00
which the company operates
Number of franchise units -0.24 -0.11 1.00
Number of employees -0.05 0.12 0.88 1.00
Number of employees per 0.73 0.61 -0.35 -0.22 1.00

franchise unit

Source: Authors’ processing

Data in Table 3 indicates potential determinants in the regression
model. Specifically, it can be seen that revenue per employee in the
analysed companies has a high correlation coefficient with the number of
countries in which the company operates (0.9). Furthermore, the number
of franchise units and the number of employees have a negative
correlation with the value of revenue per employee.

The next step in the process of confirming the established
hypotheses is the application of a regression model, in which revenue per
employee is the dependent variable, measured in millions of dollars, and
the number of countries in which the company operates is the
independent variable. We used the number of employees per franchise
unit as a control variable. The results of regression analysis are shown in
Table 4.

From the data in Table 4 we can conclude that, based on the
sample of 30 companies that use franchising as a business model, an
increase in the number of countries in which the company operates by 1
causes growth in revenue per employee by 28,983 dollars. This statement
is valid in 86.66% of the cases at the level of statistical significance of
over 95%. In this way, regression analysis indicates that franchising, as a
business model, is important for the process of internationalisation of
business in trading companies, which confirms the initial hypothesis.
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Table 4. Results of regression analysis of revenue per employee
(dependent variable) and the number of countries in which the company
operates (independent variable)

Source SS df MS Number of ob 30

Model 22.7131373 2 11.3565686 F(2,27) 87.66

Residual 3.4977594 27 129546645 Prob>F = 0.0000

Total 26.2108967 29 .903824023 R-squared = 0.8666
Adj R-squared 0.8567
Root MSE = .35993

Revenue per Coef. Std. Err. t P>|t]| 95% conf. Interval

employee

Number of countries .0289893  .0035177 8.24 0.000 .0217717 .036207

in which the

company operates

Number of 0444798  .0139732 3.18 0.004 .0158092 .0731504

employees per

franchise unit

const 2406616  .1329489 1.81 0.081 -.032127 .5134502
Source: Authors’ processing

As an important result of the application of regression analysis on
the observed sample, we point to the fact that each additional employee
per franchise unit generates additional revenue per employee in the
amount of 44,480 dollars. This statement is valid in 86.66% of the cases
at the level of statistical significance of over 95%. The actuality of the
resulting conclusion is reflected in the fact that the revenue per employee
is in inverse correlation with the total number of employees (Table 3).
This is logical given the fact of the existence of the law of diminishing
returns, which is inevitable in contemporary economic conditions in most
business entities. However, the research results show that the companies
that have used franchising as a model of internationalisation managed to
eliminate the law of diminishing returns through the labour factor,
implementing franchising as a business model. In other words, each new
additional employee per franchise unit has generated additional revenue
per employee. The theoretical explanation for the elimination of the law
of diminishing returns through additional engagement of production
factors is found in the economic growth models, which emphasise the
importance of applying innovation or “know-how” in the business model.
These innovations lead to the so-called spillover of knowledge and
experience among employees and businesses, which leads to the
elimination of the law of diminishing returns (Barro & Sala-i-Martin, 2003,
p. 212). This confirms the second hypothesis, stating that franchising as a
business model is important for generating additional revenues in the
company itself. Not only does it generate total revenues, but, with the
additional hiring of employees per franchise unit, it also leads to the
generation of revenue per employee at the company level.
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Based on all of the above, it is possible to formulate the regression
model, which includes the determinants of revenue per employee in retail
companies that use franchising as a model of internationalisation:

Y=0.028990:+0.04445p+0.2406,

where o is the number of countries in which the company applying
franchising as a business model operates, B is the number of employees
per franchise unit, and Y is the revenue per employee in millions of
dollars. We emphasise that the model is applicable in 86.6% of the
analysed cases and that it has a high level of statistical significance, as
confirmed by the results given in Table 4.

CONCLUSION

Due to the impact of a large number of “pull and push” factors, retail
chains gradually expand operations beyond the borders of national markets.
This manner of doing business is not conducted on an ad hoc basis, but
represents a strategically designed project. In this regard, one of the important
issues that international retail chains face is the issue of internationalisation
model. Theory and practice in the field of retail management and marketing
state the following as the most commonly used models of internationalisation
of retailing: export, management contracts, concessions, licenses, joint
ventures, franchising, mergers and acquisitions, and foreign direct
investment. Franchising is a model of expanding operations of retail
companies to foreign markets, which has been used extensively in recent
years, especially by those companies that specialise in the sale of food
products. In short, franchising is the right (to sales, use of trademark,
know-how, etc.) that a foreign trading company cedes to a domestic
company. Given these facts, the research in this paper focused on
franchising and the factors determining the choice of franchising as a
model of internationalisation of retailing. Theoretical aspects of studying
franchising served as the basis for practical research on a sample of 30
retail companies from the list of 250 largest retail chains in 2012, observed by
sales volume. The analysis of annual reports of these companies provided
information about their revenues, number of employees, number of franchise
units, and the number of countries in which they operate. Based on this data,
the method of correlation and regression analysis was used to test the
established hypotheses. The obtained research results, presented in Tables
3 and 4, confirmed the established hypotheses on franchising as an
important model of internationalisation of retailing and its positive impact
on the revenues of a retail company that uses this model in the process of
internationalisation of operations.
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OPAHUIIN3UHI' KAO MOJEJI
NHTEPHAIIMOHAJIN3AIINJE MAJIOIIPOJAJE

Caernana Cokonos Maagenosuh®, Bophe hiyzosuh’
lYHI/IBepSI/ITeT y Hunry, Exonomcku dakynrer, Hum
?Brcoka II0C/IOBHA 1IKOJIA CTPYKOBHHX cTyuja, Hosu Cax

Cazkerak

Marnonpozaja, Kao BeoMa JMHAMHYAH CEKTOpP IPHBpeae, KpajeM MPOLUIoT U IMo-
YETKOM OBOT BeKa CyouaBa ce ca OpojHHM M3a30BUMa. JeaH OJ] BbUX je U HHTepHAIH-
OHaJIM3aIMja OCIOBaka KOja 328 MHOTE€ KOMITaHHM]€ TIPECTaBba CTPATEeTHjy JaJber pa-
cra u passoja. [lluperme mocaoBamba U3BaH IPaHMIA HALMOHAIHOT TPXKHUIITA HOCTaje
3aKOHHUTOCT II0CJIOBaba MaJIONpoJajHuX KoMmnanuja. OTBapa ce MUTame IIyTeM KOjHX
MoJie]la HACTYNaTH Ha MHOCTPAaHWUM TpXuIUTUMA. [Ipu Tome, Teopuja M mpakca u3
00JacTH MaJIoNposaje MapKupajy HEKOJIHMKO MOJeNla MHTEpHAlMOHAIN3AlMje MaJo-
npozaje, Kao LITO Cy: U3BO3, MEHAIIEPCKH YTOBOPH, KOHIIECH]E, JIMLICHIIE, 3ajeJHNUKa
ynarama, (ppaHIIM3WHT, MEpUEpH U aKBH3WIHje M CTPaHE IUPEKTHE WHBECTHIIH]E.
CBaku 01 OBUX Mozena ca coboM HOcH ozapeheHu cTereH pu3uKa, aid ¥ HUBO KOH-
Tpose, a OMo je mpeAMeT aHanu3e y oBoM pany. [lomazehu on mneHTH(UKOBaHIX MO-
JleNla MHTEpHAIMOHANU3AIIje€ MAJIONpo/aje, b OBOT pajaa Omo je aHanm3a (paHIIn-
3MHIa, OJJHOCHO OTKPHBAmbE pasiiora 300r KOjHUX Ce MHOTe MaJIONPOJajHe KOMITAHHje
OJUTy4yjy Zia CBOje IOCIOBame Npolupe myreM ¢panmmsunra. C apyre crpase, mo-
Tpeba 3a aHaNM30M (paHIIM3UHTA Kao0 MOJiea HHTePHALMOHAIN3alKje MaJIoNpoaje
HpoM3alllia je U U3 UAEHTH(HHKOBaHE HEKOH3UCTEHTHOCTH OBOT' (DeHOMEHa y JIMTepa-
TYpPH, alli ¥ HEroBOI' HEJJOBOJBHOT TE€OPH])CKO-EMIIUPHjCKOT MCTpaKuBama. 13 0BUX
pasiora, y paay je (ppaHIIM3HHT aHAJM3HPaH U3 yria HMHTEpHAIMOHAIN3AII]Ee MaJlo-
npoaje U HACHTU(PHKOBama (pakTopa KOju yTHUy Ha meros nzbop. Teopujcku mpu-
CTYI UCTpPaXHBamky MpoOJieMaTHKe (HpaHIIN3WHTA, TOCIYKHO jé Ka0 OCHOBA E€MIIH-
PHjCKOT HCTpa)KMBamba YUjU Cy pe3yJTaTH Npe3eHTOBaHW y pany. IIpe cBera, ncrpa-
JKHBame je 0o GokycupaHo Ha y3opak ox 30 MaJonpoaajHUX KOMIIaHHja Koje KO-
pucte (QpaHIIM3MHT Ka0 MOJEN MHTEpHALMOHAIM3AlKje TI0CIOBaka, a Halla3e ce Ha
aucty 250 HajyCIemHUjuX MaJoNpoaajHuX komnanuja y 2012, roquHu, mocMaTpaHo
no o6uMy mpojaje. AHAIM3UPAHH Cy HUXOBH 3BaHUYHU TOAUIIEBHN W3BEIITAjH KOjU
caJipJke TOJaTKe O OCTBApPEHOM IMPHUXOAY, OpOjy 3armocieHux, Opojy GppaHIIH3HUX je-
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JIMHWLA, aTd ¥ Opojy 3eMarba y KojuMa rociyjy. OBH IOJaIy ¢y CHCTeMAaTH30BaHH 1
MOCITY)KWITH Cy Ka0 OCHOBA KpeHpama MoJiella PerpecloHe aHaIn3e U M3padyHaBama
Koe(uIujeHTa Kopenannje n3Mely 3aBUCHUX M HE3aBUCHUX NPOMEHJBUBUX, Y LUIBY
TeCTHpama MOCTaBJLEHUX XHIOTe3a. JJoOMjeHn pe3ynTaTH NCTpa)KMBama ITOTBPIMIN
Cy IOCTaBJbEHE XMIIOTE3€ O 3Hauajy ()paHIIM3HMHIA y HPOLECY HHTEPHAIU OHATU3ALH-
j€ TOoCIoBamka MaJIONPOAAjHIX KOMITaHH]a.



