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Abstract 

In contrast to most of its Southeast Asian neighbors, Myanmar still lacks a vibrant retail landscape. Yet, given the 

political and economic opening-up of the country and the abolition of many sanctions since 2013, commercial 

interest in Myanmar is growing rapidly. While political and economic reforms sweep across the country, retailers 

are now eyeing-up the formerly reclusive nation for opportunities. Still, the question remains as to how 

optimistic the outlook of the Myanmar retailing industry really is? This paper explores and analyses the 

developments of Myanmar’s retail sector to date. Within the decision making process, companies operate within 

an external and an internal environment that consist of political, cognitive and sociological elements. A 

company’s behavior and decision making processes are affected by both environments. This study applies 

institutional theory as a complementary framework in order to evaluate international retailers’ foreign market 

entry choices with special regard to Myanmar and evaluates the main factors influencing decisions for, or against 

market entry. It concludes by proposing institutional theory as complementary to, and not substitutive of, 
existing theories such as Dunning's eclectic theory or transaction cost analysis. 
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1. Introduction 

Although retailers, particularly food retailers, have started late with their international expansion, they are 

increasingly recognizing developing markets as a means of strategic growth and are responding accordingly. 

Within the decision-making process they are influenced by internal and external framework conditions, which in 

turn consist of regulatory, normative and cognitive elements. The present study applies institutional theory as a 

complementary framework to assess the selection criteria of international retailers with regard to the Myanmar 

market. The author concentrates on the investigation of external framework conditions and their impact on 

international food retailers. Given the political and economic opening-up of the country and the abolition of 

many sanctions since 2013, interest in Myanmar is considerable. With about 51 million inhabitants Myanmar is 

not only embedded between the global economic powers of China and India, but also in the middle of ASEAN 's 

fastest growing economic region and is increasingly opening the gates for visitors and investors from all over the 

world. While political and economic reforms are sweeping through Myanmar, retailers are also turning their 

attention to the formerly isolated nation. International heavyweights such as Burger King, Coca-Cola and others 

are entering a seemingly promising market. But how optimistic are the prospects for retailing in Myanmar? The 

article has two objectives: (1) To use the institutional theory as a framework to explain the possibilities for 

international retailers to enter Myanmar; (2) To assess the reasons why retailers have not (yet) entered the 

Myanmar market. The question of the influence factors on the decision-making of the international expansion of 

the retailers in Myanmar is investigated by means of an institutional-theoretical analysis of the external company 
environment. Thereby, the present study builds upon earlier research by Huang and Sternquist (2007). 

2. Internationalization of Retail - Developing Countries as Growth Engines 

The internationalization of retail has intensified enormously over the last 30 years and has led to a considerable 

volume of academic research. The international retail trade, as defined by Alexander (1997: 36), describes “the 

management of retail operations in markets which are different from each other in their regulation, economic 

development, social conditions, cultural environment, and retail structure”. Burt (1991: 513) notes that retail 

internationalization is not a linear, uninterrupted development, but a complex process. Companies generally 
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prefer markets with high attractiveness, low risk and high probability of a competitive advantage. The key issues 

raised by companies concerned with regard to international expansion include not only the point of entry (market 

entry into a particular country), but the entry mode (how should the market be entered) and the date of entry 

(when should the market be entered). While Zentes et al. (2011) distinguish between four basic types of 

international retailing (1) domestic market orientation, (2) global orientation, (3) multinational orientation, and 

(4) globalization, Sternquist (1997), in his study of the expansion of US retailers, chooses two types of 

internationalization strategies. Firstly, the global expansion model, under which no significant changes are made. 

Secondly, the multinational expansion model in the context of which retailing concepts are correspondingly 

modified and thus adapted to the cultural differences of the respective country. Traditionally, the different forces 

that move a company to expand are classified as push or pull factors. These factors include, among others, 

cultural proximity, market size and geographic distance, but also the saturation of the home market (Sternquist 

1997). Salmon and Tordjman's (1989) classification includes a third retail strategy. The investment strategy 

describes the purchase of an existing retailer in the non-domestic market in the case of isolated development of 
the various markets. 

While the internationalization of the retail sector is not a new phenomenon (Coe & Lee 2006), the breadth and 

speed of expansion into new markets has been unprecedented over the past ten years. The internationalization of 

trade has intensified and this trend will undoubtedly continue (Wang & Zhang, 2005; Dawson & Mukoyama, 

2014a). In view of the importance of the sector and the number of companies involved, the internationalization 

process in food retailing has nevertheless occurred much later than in the processing industry (Vida et al., 2000; 

Huang & Sternquist, 2007; Zhen, 2007). This is confirmed by Corstjens and Lal's assertion that “[s] ome 

industries clearly cannot travel across borders as well as others,” and the fact that food retailing is dominated by 

local actors in most countries. However, food retailers are often exposed to very limited growth prospects in their 

home markets (Gielens & Dekimpe, 2002; Dawson & Mukoyama, 2014b). Traill (2006), who examines the rapid 

global rise in supermarkets, indicates significant growth in countries opening their market and increasing their 

gross domestic product, both factors which apply to the Myanmar market. Emerging markets are playing an 

increasingly important role in the internationalization of retail. The annual Global Retail Development Index 
(GRDI) of the consulting company A.T. Kearney makes this clear: 

“A lot has changed since we published the first A.T. Kearney Global Retail Development Index™ (GRDI)
1
 15 

years ago, but one thing has been fairly constant: Retail in developing countries has seen excellent growth. 

While the developing world population has grown 21 percent to 6.2 billion, retail sales in those markets have 

increased more than 350 percent and now represent more than half of total global retail sales.” (A.T.Kearney, 
2016: 1) 

As a result, the retail trade in emerging markets presents a frequently analyzed subject in research literature (eg. 

Coe & Wrigley, 2007: 341; Reinartz et al., 2011: 53f; Tandon et al., 2011: 327; Swoboda et al., 2012). In his 

study, Coe (2004: 1571) emphasizes the geographic expansion of internationalization, pointing particularly to the 

growth regions in Latin America and Southeast Asia. There are a number of reasons for these spatial shifts. 

While some factors are linked to previous experiences in the internationalization process, others are directly 

linked to the emerging markets themselves (Reardon et al., 2007a: 401f .; Sakarya et al., 2007: 213; Senauer & 

Reardon, 2011: 282), which is characterized by an increasing degree of economic liberalization, a rising 

urbanization rate, weaker competition and a new emerging middle class (Cavusgil et al., 2013: 2f.), factors 
which also apply to the Myanmar market.  

The top 100 leading retailers in developed countries earn 36% of their revenues in emerging markets, although 

these markets represent only 17% of the global gross domestic product (GDP) (Atsmon et al., 2012: 3), thus 

underlining the argument for large growth opportunities. Alexander and De Lira e Silva (2002: 300) call 

geopolitics, economics and conditions of competition as fundamental drivers of the changing geographical areas 

of interest of international expansion. In their study “The supermarket revolution of developing countries” 

Reardon et al. (2007a: 407f.) as well as Senauer and Reardon (2011: 276f.) differentiate four different diffusion 

waves. The first wave lasted from the beginning to the middle of the 1990s and started mainly in South America 

and East Asia, outside of China and Japan. The second wave (mid to late 1990s) occurred in Mexico, in many 

                                                 
1
The GRDI classifies the top 30 developing countries for trade investment, based on several macroeconomic and 

retail - specific variables on a 0 to 100 point scale - the higher the rank the higher the urgency to enter the market. 

The countries are selected from 200 developing countries on the basis of criteria such as country risk, population 

and wealth. GRDI points are based on four variables: (1) land and business risks; (2) market actress; (3) market 
saturation and (4) time pressure (A.T. Kearney, 2016: 2). 
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parts of Southeast Asia, southern and central Europe, and Central America, while the third wave (early 2000s) 

spread to many African countries as well as Central and South America, India, Russia and China. Beginning in 

the middle of 2000, the authors describe an emerging fourth wave in currently less industrialized countries such 

as Cambodia, Bolivia and sub-Saharan Africa. Several studies of retail internationalization exist for emerging 

markets such as Tunisia (Amine & Tanfous, 2012), Turkey and Morocco (Codron et al., 2004; Appel, 2014), 

South Africa (D'Haese & Van Huylenbroeck, 2005), Latin American countries such as Chile (Faiguenbaum et al., 

2002; Reardon et al., 2007b), the four BRIC nations of Brazil (Alexander & De Lira and Silva, 2002), Russia 

(Lorentz & Hilmola, 2008), India (Reardon & Gulati, 2008; Akther & Equbal, 2012) and China (Cao & 

Pederzoli, 2013; Hardaker, 2017), the East Asian region as a whole (Larke, 2006), as well as a variety of South 

Asian states such as Vietnam (Hagen, 2002; Maruyama & Trung, 2007; FIiguié & Moustier, 2009; Nguyen et al., 

2013) and Malaysia (Hassan et al., 2013). As far as Myanmar's retail trade is concerned, no academic studies 

exist to current knowledge of the author. 

According to A.T. Kearneys GRDI developing and emerging countries remain the main growth engine in the 

retail sector. The world's leading food retailers are therefore concentrating their expansion plans on these growth 

markets. Walmart is pushing forward its development in China and Mexico, while Carrefour is accelerating the 

expansion of its stores in various markets such as Brazil and the Middle East, as well as opening shops in Qatar 

and Kenya. Tesco is planning to expand in India, and Metro is also working on the Russian market and 

continuing to focus on China (IGD, 2014). 

The first three places of the GDRI 2016 are held by China, India and Malaysia. In particular, Asian markets 

demonstrate a high attractiveness for retailers and potential investors (A.T. Kearney 2016: 2). Even though 

Myanmar is not yet mentioned in the GRDI, the Myanmar market can currently be classified - according to the 
author - at the beginning of the introductory phase. 

Nevertheless, the internationalization process of retailers is not always successful. On the contrary, food retailers 

often encounter great difficulties in realizing the potential when entering new markets. Very often, the retailer's 

market share is relatively small compared to the home market. In some cases, companies have to acknowledge 

their failures by leaving the market entirely. These market divestments have led to a sharp increase in academic 

literature discussing this phenomenon (Alexander & Quinn, 2002; Burt et al., 2004; Palmer, 2004; Alexander et 

al., 2005). Nevertheless, the internationalization of retailers continues to grow. Although the Myanmar market is 

characterized by a very low degree of internationalization and a strong fragmentation, international retailers are 

increasingly showing their interest in entering the market. Consequently, the decision-making process of a 

retailer whether or not to enter the Myanmar market is an essential factor when analysing reasons for the current 

increasing internationalization of the retail landscape in Myanmar and its future. The country's environment 

needs to be analyzed in terms of regulatory, normative and cognitive elements to explain its impact on the 
behavior of a company. 

3. Theoretical Framework: Institutional Theory 

Earlier research often uses the eclectic theory of Dunning (1977, 2003) and the transaction cost analysis 

(Williamson 1979, 1981) as an explanatory approach of the internationalization of firms. Concerns about the 

explanatory boundaries of these theories were, inter alia, expressed by Huang and Sternquist (2007) who propose 

and apply the theory of institutions as a useful and complementary explanation for the decision-making process of 

firms abroad. King et al. (1994: 141) define an institution as “any standing social entity that exerts influence and 

regulation over other social entities”. In their research, institutions are considered as the combination of 

government and social context, leading to the employment of two mature models, namely King et al.’s (1994) 

institutional framework and DiMaggio and Powell’s (1983) institutional isomorphism. Since the 1970s, institutional 

theory continues to represent a prevailing and dynamic theoretical tradition (Lounsbury & Beckman, 2015), 

emphasizing “the relationship between organizations and the environment” (Huang & Sternquist, 2007: 614). Scott 

(1995: 33), offering a widely renowned definition of institutions, describes the latter as consisting “of cognitive, 

normative, and regulative structures and activities that provide stability and meaning to social behavior. Institutions 

are transported by various carriers – cultures, structures, and routines – and they operate at multiple levels of 

jurisdiction.” Consequently, companies need not only capital, knowledge, material, etc., but also depend on the 

acceptance of the society in which they operate. This is especially crucial when companies are changing spatially 

and expanding. These changes, driven by globalization, influence the institutional context in a new and diverse way 

through differing markets and intercultural contexts. When deciding for a new country, it is essential for the 

company not only to adapt to the new market environment, but also to the institutional environment. Each of these 

elements (regulatory, normative, cognitive), as shown in Figure 1, form a basis for legitimacy - a condition that 
reflects the consistency with rules or laws, normative support, or cultural orientation (Scott, 1995).  
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Figure 1. Three pillars of institution (own illustration based on Scott, 1995: 35) 

Within the framework of the regulatory dimension, institutional theory emphasizes legal and political factors, 

which are often very specific, depending on the country. According to Scott (1995), the strongest influences that 

organizations face are legal regulations in their home country as well as in the foreign market. For the retail 

sector a wide range of laws and regulations are formulated which encourage or inhibit retailers to enter the 

market. Vida et al. (2000) refer, for example, to the laws on opening-times in Germany, which limits the opening 

hours of retailers. The regulatory element thus emphasizes the conformity of legal systems as the basis of 

legitimacy. Normative components introduce “a prescriptive, evaluative, and obligatory dimension into social 

life” (Scott, 1995: 37) and help to understand how “values and normative frameworks structure choice” (Scott, 

1995: 38). In order to be successful, a company’s practices have to comply with local value systems. Legitimacy 

is an important factor for the acquisition, survival and performance of resources, which can typically be 

summarized as 'effectiveness' according to Powell and DiMaggio (1991). While internalized commitments and 

moral convictions have priority, the normative mechanism aims at the organization's desire to behave adequately 
according to internalized behavior and other expectations (Scott, 1995).  

Since the company's decisions also depend on social and cultural factors (Simon, 1959), the cultural distance 

between the home and foreign market strongly affects the decision-making process. Kogut and Singh (1988: 422) 

define cultural distance as “the degree of difference in cultural norms between countries.” Cultural distance 

includes a variety of differences in the legal order of a country, administrative practices, consumer habits and 

working styles, then again increasing the integration costs of an international retailer (Hofstede, 1980). Two 

opposing theories attempt to explain attitude and behavior in different countries: On the one hand, the 

convergence theory assumes that industrializations exhibit the same behavior while they differ culturally. 

Conversely, the divergent theory asserts that individual attitudes change, although the economy and society of 

two countries tend to agree (Xu-Priour & Cliquet, 2013). The normative element emphasizes the moral basis for 

the evaluation of the legitimacy accordingly, and the cognitive element emphasizes the cultural legitimacy, which 

results from the assumption of a common way of thinking. Representatives of cognitive theory (e.g., Powell & 

DiMaggio, 1991) focus on conceptual concepts, mental models, and interpretations of common meanings that 

represent the influences from the perspective of the microenvironment. In contrast to the disadvantages of the 

macroenvironment (home and host market), the micro-environment presents challenges that arise from the 
company itself (Davis et al., 2000). 

In the last three decades the theory of institutional theory has produced a significant literature volume (Aldrich & 

Fiol, 1994; Suchman, 1995; Peng & Heath, 1996; Dacin, 1997; Lawrence et al., 2001; Sherer & Lee, 2002; Aten 

& Howard-Grenville, 2012; Zilber, 2012). Powell and DiMaggio’s (1991: 1) objection is still valid today: “it is 

often easier to gain agreement about what it is not than about what it is”. The institutional environment 

influences the organizational behavior of a company, which is integrated into its own internal and external 

organization. While internal frameworks consist of the established standards, structures and decisions, the 

external institutional environment includes a number of other organizations, such as customers, suppliers, 
authorities and competitors (Meyer & Rowan, 1977).  

In response to Vida et al.’s (2000) call “for the inclusion of external environment factors into the development of 

a model of retail internationalization by introducing institutional theory as a potential theoretical framework”, 

Huang und Sternquist (2007: 614) emphasize the differences between retailers and producers within the 

framework of international expansion. They stress the high cultural sensitivity of the retail sector, particularly the 

food industry. The internationalization of grocery retailers proves to be particularly difficult, as the customer has 

to be approached directly with a comprehensive offer consisting of the provision of goods and services on the 

spot (Turban & Wolf, 2008). While fashion trends occur on a global scale, food retailers are facing a much more 
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complex market, in which eating habits can be very different, even within a market. Food retailers have to a 

certain extent to become a substantial part of the community itself in which they wish to conduct business. 

Failure estimates can lead to undesirable consequences and even result in a market exit. Examples include 

Walmart in Germany (Senge, 2004; Christopherson, 2007) and South Korea (Halpete et al., 2008), Aldi in 

Greece (Handelsblatt, 2010), Walmart and Carrefour in Korea (Young-Sang, 2011) and Tesco's “Fresh & Easy” 
in the USA (Euromonitor, 2013).  

Huang and Sternquist (2007) note that studies to date mainly focus on the application of institutional theory to 

the domestic retail sector. They argue, however, that retailers are exposed to isomorphic pressure - both from 

their own internal environment as well as from the external environment of the respective country. 

Institutional frameworks therefore influence business decisions. Each of the elements (regulatory, normative and 

cognitive) provides a basis for the legitimacy of the company's decision - a condition that reflects congruence 

with rules or laws, normative support, or cultural orientation. Companies are therefore trying to gain legitimacy 

by respecting the social system of their institutional environment. They achieve this through isomorphism, a 

compelling process that creates units when exposed to the same environmental conditions. Therefore, the 

institutional theory may prove useful in analyzing the market entry opportunities of retailers in the international 

arena. The conceptualisation of institutional theory therefore serves as the basis for the investigation of food 

retailing in Myanmar and is primarily used to examine the external environment of a retail company within the 
decision-making process. 

3.1 The Institutional Framework of Myanmar - Current Developments 

Akehurst and Alexander (1995: 6) confirm that the study of retail internationalization processes of is “the study 

of contextualized change over time.” The analysis of the retail environment must therefore encompass a broader 

economic and social context. Au-Yeung (2003: 136) underlines the importance of “differences in economic, 

social, cultural, technological and political conditions (…)”, since “(…) retail expertise is rooted in a specific 
set of underlying (…) conditions and level of infrastructure development .”  

Myanmar is gradually becoming an attractive food retail market. From 2012 to the end of 2014, Myanmar's retail 

trade grew by an estimated 7-15% per year, in line with GDP growth of over 7% over the same period last year 

(Oxford Business Group, 2016). From 2009 to 2013, all categories of consumer goods recorded a significant 

increase in sales. Packaged groceries augmented by 12%, with the sale of canned food and baby food revealing 

the most significant increase (24 and 22% respectively). For 2014 to 2018 a growth of 15% is predicted for the 

consumer goods industry. Soft drinks experienced an average annual growth rate of 18% between 2009 and 2013, 

and growth rates of 23% are predicted for 2014 to 2018 (Euromonitor, 2014). 

Generally, the economic potential of the country is enormous. McKinsey writes of a “key moment” (2013: 1) in 

the history of Myanmar, while Germany Trade and Invest (2013) speaks of a “gigantic catching up, supported by 

continuous increases in employment and purchasing power”. The modern retail sector in Myanmar is still in its 

infancy, while 90% of retail sales are still traded on traditional markets, so-called wet markets. 10% which are 

classified as ‘modern’, are mostly supermarkets, which are concentrated in the three main population centers of 

Myanmar: Yangon (the economic center with about 4 million inhabitants), Naypyidaw (government seat, about 1 

million inhabitants) and Mandalay second largest city with about 1.1 million inhabitants). The still small share of 

retail sales through modern formats is said to increase to 25% by 2020 (IGD, 2015). 

In fact, Myanmar is rapidly developing a new retail structure that orientates itself on more developed Asian 

neighbors. Although traditional markets still dominate the sector and remain an integral part of the purchasing 

behavior of the people of Myanmar, over 50% of people in Yangon visit a grocery store and 30% a convenience 

store. The situation seems to change quickly: Modern retailers are moving in, and some are communicating 

aggressive expansion plans, even in Myanmar's second-tier cities (Euromonitor, 2014). In 2012, Coca-Cola 

reported its market reentry. After more than 60 years, Coca-Cola will be delivered again in Myanmar (The China 

Post, 2012). The Wall Street Journal (2013) reports an investment of around US $ 1 billion by Coca-Cola and 

Unilever, which are the largest commitments made by Western multinational companies in Myanmar so far. In 

June 2015, KFC opened the first large US fast food chain (The Jakarta Post, 2015), with Burger Kind following 

in July 2016 (Planet Retail, 2016). The Krispy Kreme restaurant chain, founded in North Carolina, plans to open 

ten stores by 2020 (Retail in Asia, 2015a). As the first American clothing retailer, Gap Inc. has announced that it 

will produce clothing in two factories in Yangon (Retail in Asia, 2014). Other US companies include Chevrolet 

and Ford, as well as the beverage producer Pepsi, which already have a presence in Myanmar (The Jakarta Post, 
2015). 

The current market leader in the retail sector is City Mart Holding, which includes not only supermarkets (City 

Mart) and hyper markets (Ocean Supercenter), but also pharmacies (City Medicypharmacy), cafés (Seasons 
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Bakery & Café) and Shopping Malls (Cost Point, North Point). The vast majority of the sites are located in Yangon, 

surpassing the competitors Orange, Asia Light and Dagon (Germany Trade and Invest, 2013). It was not until the 

beginning of 2016 that City Mart Holding announced that it would receive a US $ 25 million loan from the 

International Finance Corporation (IFC) to accelerate national expansion in Myanmar. Twenty new stores and 

improved standards are on the agenda for the next three years. Win Win Tint, Managing Director of City Mart 

Holding, commented: "IFC's investment is a sign of confidence in our business plan as well as in Myanmar's retail 

sector potential" (IGD, 2016d). One of the most popular chains is City Express, which opened the first 

convenience store in Yangon in 2011 and now operates around 40 stores. More than half of the City Express stores 

are open 24 hours a day and are located in the city center. In addition, the current figure of around 20 Grab & Go 

branches existing in 2015 is to be increased to 800 by 2020 (Myanmar Insider, 2015). The ABC Group, currently 

the largest convenience store operator in Myanmar, operates over 100 branches in Yangon and Mandalay. An 

expansion to 1000 stores is planned by 2020. The implementation is to take place via a franchising operation. The 

retailer is also keen to win new partners to expand new formats within its portfolio, including supermarkets and 

consumer markets (IGD 2015). The reporting on large investments in the area of online trading and mobile 

payments sounds promising (Retail in Asia, 2015b). It suggests that many retail formats should be simultaneously 

introduced to the market, similar to other developing countries that have recently opened up to the global world 

economy and experienced a rapid modernization of the retail landscape. As in China, and contrary to industrialized 

countries like Germany, trade formats do not develop over years, but rather skip development stages and are 

introduced more or less simultaneously (Hardaker, 2017: 61). 

Foreign direct investment of US $ 8.1 billion exceeded expectations in 2014-2015; and Myanmar’s some 51 

million people provide an enormous potential. Yangon has established itself as one of the top five Asian cities and 

is to be regarded as a global city by 2040, while the rise in urbanization is contributing to a new lifestyle, which in 

turn raises an increasing demand for new products and shopping possibilities. 

However, only a comparatively small number of retailers have entered the Myanmar retail market. The retail 

structure remains highly fragmented, market concentration is relatively low and the company density of modern 
trade formats greatly differs throughout the country. 

3.2 Regulative Dimension  

Within the regulatory dimension, institutional theory takes into account legal and political factors. With regard to 

Myanmar, state structural changes have had a significant impact on the attraction of foreign retailers in recent 
years. For a long time foreign retailers played no role at all.  

Political events in 2012, including the return of democratic leader Aung San Suu Kyi to the Burmese Parliament, 

the release of political prisoners, the easing of media censorship, monetary reform and the introduction of a 

series of economic policy measures, triggered an avalanche of optimism on the part of potential investors in 

Myanmar and paved the way for increasing economic liberalization. The abolition of trade barriers by many 

countries has been a frequently undertaken by world leaders, including Barack Obama, who was the first US 

president to visit Myanmar in November 2012. The Constitution, which entered into force at the end of January 

2011, stipulates that Myanmar pursues an economic system (Article 35). In a wider sense, this means that the 
regulatory dimension has an impact on a number of economic developments.  

Myanmar’s economy is predominantly agricultural, with 43% of its GDP attributatble to agricultural produce. 

The urbanization rate is relatively low compared to other Southeast Asian countries. About two-thirds of all 

employees live rurally (Federal Foreign Office, 2016). After decades as a clearly defined agricultural society, the 

last six years have shown significant progress in the development of an industrial base. The areas of textiles and 

clothing, food and beverages as well as building materials have grown strongly. Myanmar also has considerable 

natural gas reserves and other raw materials, as well as large agricultural areas and ample hydropower reserves 

(Federal Foreign Office, 2016). In 2014, the industrial sector accounted for 21% of GDP, doubling the almost 11% 

share it had in 2008. With the gradual opening-up and the introduction of laws and regulations, the improved 

legal environment has also helped foreigners to take advantage of Myanmar’s market. Although legislation is not 

directly focused on the retail sector, it is clear that reforms pave the way for the development of modern retail 

trade. The same can be observed for other countries. A direct link between the most important reforms in the 

Chinese retail sector and the development and introduction of foreign retailers was described by Hardaker (2017). 

In Myanmar, restraint restrictions on market entry seem to have a strong positive impact on foreign retailers. 

Under the military regime foreign merchants were completely restricted from Myanmar for a sustained period. In 

2014, the Myanmar Investment Commission lifted the restrictions. In order to attract foreign investment, its 

parliament passed amendments on foreign investment in November 2013. Germany Trade and Invest (2013) 

estimates that in the coming years the retail sector will “grow by around 6% per year, at least in the rhythm of 
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the gross domestic product.” As a matter of fact, through the opening up of the market foreign food traders are 
increasingly given control over their activities.  

Generally, there are several possibilities to enter the market. While licensing requires the least capital investment, 

this does not allow the parent company to acquire a strategic stake in the company. The option of a joint venture 

with a Myanmar competitor offers foreign retailers the opportunity to reduce their costs and the risk of entry by 

working with a partner who is familiar with the market. It is only by means of an acquisition (rapid entry into the 

market at high costs) or an independent market entry (establishing the retail chain from the ground up) that the 

company is fully entitled to ownership. In addition, the transaction costs play a significant role, as the time 

required to enforce a contract or register real estate is generally significantly higher than in the developed home 

markets (Khanna & Palepu, 2010), thereby hindering the foundation of the company. Further influential factors 

include opening times and labor law. The longer-term goals of the Thai supermarket operator Siam macro also 

include expansion in Myanmar. However, the company announced that they would decide “once the political 

situation has become more clear” (IGD, 2016a). This includes, among other things, laws still in the legislative 

process or still in the design phase. Myanmar has had a Ministry of Environment only since 2011 and an 

environmental protection law since 2012 (Federal Foreign Office, 2016). Regarding the foreign investment law, 

the German Federal Foreign Office (2016: online) announced: “The law can be seen as a milestone towards a 

more open and legally more secure economic regulation for foreign investors, but it also leaves many questions 

regarding market access and investment protection unanswered. The regulatory framework and the licensing 

procedures for foreign investment continue to be very complex.” In addition, accurate market evaluations are 

often difficult as there are hardly any reliable statistics available, and international organizations are freqeuently 

forced to make estimates (Federal Foreign Office, 2016).  

Regarding the regulatory dimension within institutional theory, this article argues that a clear link between laws / 

regulations and the introduction of foreign retailers can be observed. This in turn means that there is a strong 

relationship between the point of entry, entry timing and entry mode with the strength of the rule of law in each 

country. In the case of Myanmar, the more stable government structures and the increased legal framework will 

have a positive effect on the decision-making process of retailers. However, companies are cautious in whether 
to invest in the market, as many laws are yet to be passed. 

3.3 Normative Dimension  

Myers and Alexander (2007) reveal that about two-thirds of the market penetration of Western retailers lie in 

their respective regions. As is apparent from previous investigations, markets perceived as culturally distant from 

the home market tend to be entered by an entry strategy that requires less financial commitments and less control. 

Evans et al. (2008) explain this verdict with the perception of major risks in culturally distant markets. This 

provides an explanation for the majority of Asian retailers, which are already established in the Myanmar market. 

In terms of retailing in Myanmar, the range of problematic dimensions is broad. From infrastructural to 

legal-political and organizational-technological barriers, the Myanmar market, in particular, is a difficult trading 

position which justifies a labeling of the market as difficult and uncertain. As mentioned before, modern 

Myanmar retailing is still in the development phase. 90% of retail sales are generated on traditional markets. The 

remaining 10%, which are classified as 'modern', usually represent supermarkets, which focus on the three main 

population centers of Myanmar (Yangon, Naypyidaw and Mandalay). Accordingly, not only is the geographical 

reach of modern retail heavily restricted. Missing studies on consumer behavior and preferences in different 

cities also impede international retailers’ entry. The understanding of and adaptation to the culture in Myanmar is 

another problem related to business activity. This adjustment seems particularly challenging in a country with 
pronounced ethnic-cultural heterogeneity and strong social-territorial and political disparities.  

Culture, as defined by Hofstede (1997: 5), describes “the collective programming of the mind which 

distinguishes the members of one group or category of people from another ." Hofstede (1997: 5, 10) also points 

out that culture influences the thinking, feeling and action pattern of a person, a country and a company. In the 

context of an examination of the cultural differences of more than 50 countries, Hofstede reveals four different 

dimensions: power gap, collectivism vs. individualism, femininity vs. masculinity and risk avoidance. Myanmar 

was not part of the original Hofstede studies, which is why Rarick and Nickerson (2006) state that there is no 

empirical data on the cultural classification of the country. Their results, however, show that Myanmar's culture 

is characterized by a low power gap, high femininity, moderate individualism and a high degree of uncertainty 
with a moderate long-term orientation. The cultural proximity to the Southeast Asian neighbors is thus given. 

The socio-cultural framework conditions of a country are essential for the decision-making of a market entry, 

since they influence certain behavioral areas of the population and potential customers, organizations and 

institutions. These include, among others, the language of a country that ultimately represents the elementary 
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means of communication between institutions and which must be adequately mastered. In the multi-ethnic 

country of Myanmar, a total of around a hundred different languages are spoken. The official Burmese language 

is spoken by about two-thirds of the population. Religion, a further socio-cultural framework, has a strong 

influence on customs in many countries. These influences are all the more pronounced, the stronger the 

institutions are connected with religious communities. Conflicts between religious communities can essentially 

determine what happens in particular countries. Myanmar has been strongly influenced by cultural and religious 

conflicts. In the North East, ethnic armed groups have been fighting the Tatmadaw for decades in their quest for 

self-administration within a federal system (Roewer, 2017). In the West, in the State of Rakhine, the Muslim 

Rohingya minority has been persecuted for decades. More than 1.1 million Rohingya Muslims are denied their 

citizenship in Myanmar and effectively denied a right to free movement and access to services such as education 

and healthcare (Roewer, 2017). Many areas are occupied by minorities and are regarded as unsafe and thus 

strongly hinder the arrival of international retailers. Values and attitudes, often directly shaped by religious 

influences, are essential to human behavior. Their importance for the behavior of buyers is obvious. These 

settings also include country-specific tastes and preferences, which must be taken into account in the retail sector. 

If they are highly heterogeneous in a country, the corresponding adjustment of the retailer to the demand 

on-the-spot is made more difficult. In regards to such adaptation, many Asian neighbors have an advantage and 

reduced barriers on account of cultural and linguistic proximity. In the context of the ASEAN agreements, 

Myanmar is closely linked to its neighbors, which in turn is due to the effect of regionalization, which decreases 

transaction costs. It is therefore not suprising that most of the foreign products are from East or South East Asia. 

Compared with other international suppliers, Asian retailers have a distinctive competitive advantage through 

regional cooperation, especially within the framework of the ASEAN Economic Community since 2016. The 

People's Republic of China, Hong Kong, Singapore, Malaysia and Thailand represent the traditional trading 

partners, while South Korea, Taiwan, Vietnam and Japan have been catching up significantly in recent years 
(Federal Foreign Office 2016).  

Regarding the normative dimension within the framework of institutional theory, it is argued that retailers are 

more likely to expand into the Myanmar market if cultural and retail differences between the host  country and 

the domestic market are small, or if the retailer’s intention to adapt to the Myanmar market is correspondingly 

high. This can be confirmed not only by the majority of Asian retailers on-site, but also allows conclusions to be 

drawn on future market players. With regard to Myanmar, the country’s strong cultural and religious 

heterogeneity and the conflicts that have been associated with it for many years represent a significant obstacle 
to market entry. 

3.4 Cognitive Dimension 

From a cognitive perspective, cultural legitimacy derives from the assumption of a common way of thinking. 

Huang and Sternquist (2007: 622) point out that “the imprinting influence of the entry mode used in by a retailer 

in its earlier entries will result in the same entry mode in later entries especially when the situations are similar 

to the past.” Companies are learning not only from their own experiences, but also tend to learn from the 

experience of others, which often leads to the imitation of competitors. Later expanding companies take 

advantage of the fact that the entry risk and the associated costs are already covered by so-called first-movers 

(Lieberman & Montgomery, 1988). Huang and Sternquist (2007: 623) argue that retailers avoid or postpone 

entry decisions regarding a “totally unknown foreign area”. In addition, they argue that companies with no 

previous experience can be guided by the behavior of other retailers. Many factors, such as comparatively low 

monthly household income, may pose a greater obstacle for international retailers than for Asian firms. Moreover, 

regional and ethnic conflicts discourage foreign firms especially in view of the unpredictability of circumstances. 

The differences between the already entered markets, which are usually characterized by clear structures and 

higher available consumer spendings, are correspondingly large. This is confirmed by the high number of 

companies already mentioned in the Asian region, which positioned themselves at an early stage in Myanmar 

and are already operating in similar markets. With the first-movers who have already entered Myanmar, the first 

retailers are currently establishing themselves. In particular, retailers pursuing an international expansion strategy 

and already established in Asia will be among the first retailers to enter Myanmar. This is illustrated, for example, 

by the Singapore-based Parkson department store chain, which operates inter alia in Malaysia, Vietnam and 

Indonesia. Parkson entered the Myanmar market in 2012 and promises growth in sales of 20 - 30% in the first 

five years (Retail in Asia, 2012). One of the largest mobile telephones and electronic product sales chains in 

Vietnam, Mobile World, also plans to open stores in Myanmar. In future, the company will distribute three 

product groups: mobile phones, electronics and food (IGD, 2016b). According to media reports (Retail in Asia, 

2016), the Japanese trade giant AEON will be the first foreign supermarket group to open its stores. As part of a 
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joint venture with the local Creation Group, AEON will provide the majority of US $ 8.1 million funding. At 

first, 14 supermarkets belonging to the Orange chain, which are mainly operated in Yangon, are taken over 

before additional stores will be opened. The stores will sell AEON's own brands, most of which are produced in 

Thailand (Retail in Asia, 2016; IGD, 2016c). These examples illustrate the fact that mainly Asian retailers are 

entering the market as they are already familiar with similar markets and derive cultural legitimacy through the 
adoption of a common way of thinking. 

With each successful expansion, the likelihood that other companies will follow increases. Consequently, if 

retailers are able to make use of earlier comparable successes in their own or the expansion strategy of their 

competitors, the company is more willing to expand. As far as Myanmar is concerned, Asian retailers in 

particular are entering the market and will do so in the future. As far as non-Asian retailers are concerned, it is 

likely that internationally experienced retailers, who thus have a greater experience with market entry in 
economically and infrastructurally weaker countries, will sooner enter the Myanmar market. 

4. Conclusion 

Companies prefer to enter markets with high attractiveness and low market risk. Despite the growing 

attractiveness of the retail market in Myanmar (rising GDP, rising household income, etc.), many retailers are 

hesitant to expand to Myanmar. This article presents institutional theory as a complementary framework for 

explaining the selection criteria of the international retailers of foreign market penetration in Myanmar. Within 

the framework of institutional theory, this work emphasizes the particular perspective of grocery retailers, who 

generally have to adapt to the respective market even more strongly than other industries, since they are forced to 

respond to different consumer preferences like no other sector. The barriers to the Myanmar retail market still 

appear relatively high. Three points, which are by no means exclusive, are to be emphasized at this point. Firstly, 

the retail market in Myanmar is a consumer market with unique characteristics: not only on the basis of its own 

economic policy history, but also on its consumers, whose income is largely not enough to be a decisive factor in 

the decision-making process of foreign companies. Moreover, the food retailer strongly has to adapt to local 

conditions, e.g. different tastes and regulations, which in turn result in higher costs. Secondly, as food businesses 

tend to procure the vast majority of their products from the respective market, they are automatically intertwined 

with the local supply and logistics infrastructure and have to deal with the respective problems. Therefore, the 

inconsistencies of the local suppliers are a great risk in terms of quality. Thirdly, the immense capital investments 

in form of branches, distribution and logistics infrastructures make retailers sensitive and vulnerable to real 

estate markets and regulatory systems, as Tacconelli and Wrigley (2009: 54) pointed out earlier. With still very 

new and partly missing regulations in the real estate sector, Myanmar shows further uncertainties in this regard. 

Since the modern retail sector so far has concentrated mainly on three cities, the expansion also reveals 
geographic boundaries. 

The present work has described the arrival of the first international retailers to Myanmar. As a result, it must be 

discussed whether they are capable of implementing so-called first-mover benefits. It seems that, as part of the 

cognitive dimension, overseas retailer decisions are neglected; rather the lacking link to similar previous successful 

market entries stand in the foreground. Moreover, the regulatory framework, which still leaves a number of 

questions unanswered, seems too uncertain. This provides an argument for the absence of many international 

retailers, especially from Europe. These results are consistent with previous studies by Evans and Bridson (2005), 

Evans et al. (2008) and Yu and Ramanathan (2012: 230), which reveal that the retail internationalization strategy is 

strongly influenced by the conditions of the foreign market. Consequently, retailers with a multinational orientation, 

as described by Zentes et al. (2011: 155) tend to enter the Myanmar market as they are focused on the adjustment of 

heterogeneous markets. Likewise, companies using Sternquist's multinational expansion model (1997: 263) tend to 

deal with changing retail concepts in order to adapt to the cultural differences of the respective country, thereby 

exploiting a locational advantage. The example of Myanmar shows that mainly Asian retailers have entered the 

market so far and that the obstacles presented still hinder or delay a market entry on the part of many Western 

retailers. As pointed out correctly by Huang and Sternquist (2007: 626), the dimensions of institutional theory exert 

influence on different corporate decisions and levels. While the regulatory dimension is oriented to the country level, 

corporate or cultural levels are influenced by normative and cognitive dimensions. However, as described in this 

paper, the three dimensions seem to influence one another. Consequently, retailers must take into account all 

institutional forces. Although institutional theory is a good starting point for an analysis framework of 

macroeconomic factors, it is far from being a precise and clear framework. There is an almost unlimited number of 

variables that emerge from each dimension. Since it does not contradict the economic perspective, this paper 

proposes institutional theory as complementary and not as a substitute for existing theories such as Dunning's 
eclectic theory or transaction cost analysis. 
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However, anyone who wants to benefit from the opening and growing retail market in Myanmar must 

strategically overcome geographical, cultural, and economic diversity and uncertainty. Future research should 

further explore how institutional theory and other prevailing theories can be integrated to enhance their 

explanatory dimension to international trading.  

Myanmar is becoming increasingly attractive to retailers from all over the world. Howard Schultz, CEO of 

coffee giant Starbuck, said in 2013 that the company wants to enter Myanmar “[W] ithin the next couple of years” 

(The Jakarta Post, 2013), after successful market penetration in India and Vietnam. The World Economic Forum 

Summit in East Asia 2013 took place in Naypyidaw and illustrates the growing interest in a country whose 

economy is in the midst of the world's fastest growing economic region and yet still underdeveloped. Although it 

is easy to anticipate rapid economic growth and an accompanying rising standard of living, there is a risk that the 

dynamics will be positively assessed by the above-mentioned problems. Seekins (2015: 115) argues, for example, 

that the political transition that has taken place in Myanmar since 2011 has often been misunderstood by foreign 

politicians and economists, “in part due to wishful thinking and in part to perhaps willful ambiguity on the part 
of President U Thein Sein and the other retired military officers who still rule the country.” 

However, before some of the above-mentioned problems can be solved completely, the risks associated with a 

market entry will represent an obstacle for many retailers. This paper confirms the question of the extent to 

which modernization and internationalization have a positive or negative impact on retailing in Myanmar and its 

institutions. It is important to discuss the further obstacles and the entry of modern and international  retailers 

continuously and above all critically. The Asian retailers, which are currently expanding strongly in Myanmar, 
are setting the course for successful first-mover strategies and possible imitators. 
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