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Abstract

This paper aims at exploring the link between internationalization strategies and local identity. More precisely,
this study analyzes how firms manage this relationship, understanding if a firm can express the local identity and
to what extent this latter can be extended through without jeopardizing the essential soul of its products/services.

The analysis is developed according to a double level that includes the recognition of both distinctive resources
and competences and the specific relational capabilities necessary in the internationalization process.
Furthermore, the strength of this paper is represented by the examination of different types of firms (single
location full-service restaurants, chain restaurants and fast food restaurants) operating in the food service sector.

Keywords: internationalization, relational capabilities, identity-making capabilities, food service sector
1. Introduction
1.1 Introduce the Problem

Internationalization is a process that can be either incremental or rapid and consists of pursuing foreign
opportunities. The adoption of this strategy allows either catching or creating opportunities that lead to firm’s
growth in terms of business’s expansion, new markets and profits.

This article sheds light on the internationalization process, with regard to the match between relational
capabilities and distinctive resources and competences, both theoretically and empirically.

From a theoretical point of view, through the analysis of the main models developed by the literature on
internationalization strategies, we propose a resource-based view that takes into account the overall set of
capabilities (both identity-making and relational) an international firm has to possess in order to compete
successfully. The focus is not just on firm-specific capabilities but also on those capabilities that express a
profound link with the territory where the firm has been originally set and developed. In different activities, both
in manufacturing and in service industry, some local factors become strategic for the firm and the whole area’s
competitiveness. In such case, for most of the identity-making resource-based firms, international strategies have
to be conceived and implemented carefully in order not to lose the core factors of actual competitiveness.

Specifically, this paper seeks to address three interrelated questions:

RQ1: In the international capabilities construction, are both identity-making and relational capabilities
relevant?

RQ2: Do these kinds of capabilities influence differently the internationalization process, generating different
strategic paths?

RQ 3: Is there any risk of loosing identity-based strengths in the internationalization process?

For this reason, the empirical analysis explores the internationalization strategic patterns and behaviours of US
firms in the food service sector.

Indeed, the internationalization of food firms in general and, more specifically, of the restaurants represents an
opportunity for the economic growth of the territory. These firms, for several aspects (the cuisine rather than the
ingredients, the management style, the origins of the personnel and their more or less peculiarly local approach)
recall local identity. Moreover, restaurants are also considered as part of the services that are part of tourist offer
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in destinations (Della Corte, 2009; 2013), being part of the so-called “amenities” that contribute to favour a good
perception of local offer. Considering the multiplicity of restaurants’ formula, it is worth to wonder whether
differences exist in terms of strategic choices regarding the internationalization of these firms and if in the
internationalization it is difficult to preserve the identity-based factors, typical of the country of origin. The
empirical section of this study analyses whether and to what extent single location full-service restaurants, chain
restaurants and fast food restaurants tend to internationalize, the reasons underpinning such choice and if
identity-making factors are kept or compromised in this process.

The article is organized as follows: first, we discuss the extant literature on internationalization, identifying the
referring theoretical models. Within these, we adopt a new model on internationalization that takes into account
different strategic factors. Next, we introduce the methodology and present the results thus getting to their
theoretical interpretation and discussion. Finally we get to the main limits, the conclusions and highlight possible
hints for future research.

1.2 Literature Review

Right from the early Eighties (Nelson & Winter, 1982) some studies (Barney, 1991; Kogut & Zander, 1993) have
been conceiving internationalization as the expansion in new markets as well as the acquisition of foreign market
knowledge (Khalid & Larimo, 2012). Therefore, the entry into new markets has been seen (Helfat & Leiberman,
2002; Zollo & Winter, 2002) as a way through which this knowledge is used and combined with other factors.

Literature on internationalization has focused the attention on models that explain the internationalization
process, in terms of essential components and relative interplay for the deployment of such process. The main
models proposed by the referring literature are numerous but, according to the purposes and the issues of this
research, we particularly take into account the Uppsala Model (U-Model-Johanson & Vahlne, 1977), the
Innovation Model (I-Model-Andersen, 1993; Gankema et al., 2000), the Knowledge-based model (Kalinic &
Forza, 2012, Mejri & Umemoto, 2010), the born global model (Kalinic & Forza, 2012), the International
entrepreneurship conceptual model (Ruzzier, Hisrich, & Antoncic 2006) and the International resource-based
model (Della Corte, 2014) (Note 1).

The complexity of the U-model is demonstrated by the fact that it is shaped by an overlapping of different
theories: the behavioral theories (Cyert & March, 1963), the resource-based theory (Penrose, 1959; Barney, 1991)
and the foreign investment theory (Aharoni, 1966).

The bidding agent of these complementary theories is the “business network perspective” that is at the basis of
the U-Model. Indeed, each theory is explained in the light of an internationalization process that depends on the
firm’s bargaining power and on its managing network’s relationships (Musteen et al., 2014), based on the
certainty that network resources help overcoming the critical factors of internationalization (Kiss & Danis,
2010).

The recall of the resource-based theory is linked to the vision that the resources available and/or activated at the
network level can favor and sustain the internationalization process of the single firm. This network can be
shaped either by local or foreign partners and it is conceived as a relational network that can be exploited in
order to acquire market knowledge as well as new resources and competences.

The internationalization process needs not only the resource-based perspective: an entreprencurial and/or
managerial aptitude (Gimeno et al., 1997; Naldi et al., 2015) towards international expansion is necessary. This
is the reason why the U-Model embraces the behavioral theories. The specific decision to internationalize is
connected with both rational motivations (Cyert & March, 1963) and strategic, tactical, and operational
objectives (i.e. home market saturation, search of new market opportunities, lack for new ways of doing business,
strategic renewal or a better employ of the already available resources and competences — Della Corte, 2014).

Finally, the foreign investment theory is conceived in the light of the degree of uncertainty that pushes firms to
catch opportunities outside domestic markets.

Thus the U-model views the internationalization as “‘a gradual acquisition, integration and use of knowledge
about foreign markets and operations and a successively increasing commitment to foreign markets” (Gankema
et al., 2000, p. 16).

As regards this model, however, it is possible to outline that it has been criticized as too much behavioral and
descriptive (Johanson & Vahlne, 1977, 2009); in addition, the validity of this model has not been sufficiently
tested (Hadjikhani, 1997). According to Axinn and Matthyssens, 2002, the U-model does not encompasses
“hybrid entry modes”. These authors also claim the necessity of an overlap between political, managerial and
organizational mechanisms that act upon internationalization process. Finally, the learning component is

206



www.ccsenet.org/ijbm International Journal of Business and Management Vol. 11, No. 6; 2016

conceived according to a narrow vision (Forsgren, 2002): the experiential learning contemplated in the U-model
does not fit with the concept of high tech market, where the high speed requires fast changes.

The second “gradual” model is the Innovation-model (I-model) that supposes that internationalization is the
output of innovative processes (Rao & Naidu, 1992). The critical point of this model is that it is exclusively
focused on export activities, considering three separate stages of internationalization (pre-export stage, early
stage and advanced stage).

The I-model assumes that a company, originally, operates in the home market (Cavusgil, 1980) and after ripens
the idea to export (pre-export stage). If this idea can be effectively carried out, the firm lives a pre-export stage
with a first analysis and choice of the most appropriate markets where to operate. After this phase, the firm starts
its internationalization process through export activities (early stage of export). What is important to underline is
that the selected markets have socio-psychological characteristics similar to the home markets. The last phase
concerns the growth (advanced stage) in terms of served markets and reached sales’ volumes.

This approach has been criticized as vague in theoretical terms (Ruzzier et al., 2006): it does not offer practical
insights and implication; hence it does not represent an efficient tool for managerial purposes. Besides, the
“demarcation criteria” for the different stages of internationalization are not clear (Miesenbock, 1988; Andersen,
1993)

There are other common limits for both U-model and I-model (Della Corte, 2014):

1. They are static models (Leonidou & Katsikeas, 1996) while the dynamic process of internationalization needs
dynamic models;

2. They do not consider the environmental factors (Melin, 1992) that can accelerate and/or threaten the success
of the internationalization itself;

3. They do not explicitly specify the type of governance: both theoretical and empirical works on U-model and
I-model do not focus their attention on different types of governance which can differently affect the process.

Another model is the knowledge-based model (Kalinic & Forza, 2012; Mejri & Umemoto 2010), that encloses
three  internationalization phases (pre-internationalization, novel internationalizing, experienced
internationalizing phase) and four kinds of knowledge (market knowledge, experiential knowledge, cultural
knowledge and entrepreneurial knowledge).

Market knowledge refers to all those information concerning the market, in terms of size and characteristics, the
main and secondary competitors and the political and legal environment. The acquisition of this knowledge
depends on the ownership of absorptive capacity of both exogenous and endogenous factors (Laursen & Salter,
2006). Moreover, the experiential knowledge resides at the heart of this model.

As regards the experiential knowledge, this includes the already acquired knowledge because the firm already
operates in the local market, as well as the network knowledge is linked to the vision of the network as an entity
that can be exploited in terms and business relationships.

With reference to cultural knowledge, it is “the knowledge of values, manners, and ways of thinking of people in
that market” (Mejri & Umemoto, 2010, p. 164).

The entreprencurial knowledge is linked to the ability of exploring and exploiting opportunities. The
entrepreneurial internationalization can be, indeed, the result of the deployment of the entrepreneur’s capabilities
related to the phase of both exploration and exploitation as well as to entrepreneurial behaviours (Li et al., 2015)
in innovativeness, risk taking, and proactiveness.

Actually, starting from the assumption that decision making inside the firm is based on rational agents’ behaviors
that act entrepreneurially by creating/catching opportunities, the entrepreneurial capabilities emerge when the
creation of strategic options (Klingebiel, 2012), such as internationalization, can be pursued.

On one side, the entrepreneurial investigation on new opportunities and the search for new knowledge, resources
and competences belong to the exploration sphere. On the other side, all these behaviors must then overlap with
entrepreneurial exploitation behaviors.

With reference to the Knowledge-Based Model, there are some limits connected the outlying of specific stages
of internationalization and the lack of explanation on how the sedimented experiential knowledge influence the
business relationships.

As regards the Five/Five Stages Model (Jansson & Sandberg, 2008), this provides the existence of a firm that is
already operating in the domestic market. The first phase is the pre-relationship stage that aims at activating
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relationships in order to after start an internationalization process; the second stage (early stage) is more intense
than the first one since it views the effective resource sharing within the network. Then, there are the initial
stages and the development stage where the resource sharing, the trust among the partners of the network and the
confidence related to the new markets and consumers increase. Finally, the last stage is characterized not only by
long-term relationships also by a shared vision among the partners of the network.

The above-cited models describe a gradual internationalization process.

In this case, the international entrepreneurship conceptual model (Ruzzier, Hisrich, & Antoncic 2006) is shaped
by different dimensions, such as product, time, mode and market. The international performance of the company
measured in terms of profits and growth in sales, and, finally, by some antecedents (Li et al., 2015) of
internationalization are the specific entreprencurial characteristics, human and social capital, firm’s
characteristics, environment.

However, the main limit concerns the measurement of the human capital dimension. The same authors (Ruzzier
et al,, 2007) underline the limitation of the study “includes the high interrelatedness of the human capital
dimensions we measured (e.g. international business skills and international orientation- Covin & Miller, 2014)
and possible informant bias”.

More recently, some scholars (Kalinic & Forza, 2012) have developed the “born global” model while others
have hypothesized the existence of hybrid models in which both gradual and rapid growths can take place
(Ruzzier et al., 2006). This latter model is based on some dimensions (mode, market, product and time), showing
how firms can activate the internationalization process after years or directly operating as global. The born
global model (Kalinic & Forza, 2012) deepens its roots in the resource-based theory (Barney, 1991), the dynamic
capabilities approach (Sapienza, & Davidsson, 2006), the Network approach (Oviatt & McDougall, 2005) and
the organizational learning approaches (Oviatt & McDougall, 2005).

This view explains a rapid internationalization process realized by “born global” or “born-again global” firms
(Kalinic & Forza, 2012). A fast growth also depends on the sector where the firm operates (Rialp et al., 2005).
Some authors indicate that sectors like manufacturing are more prone to internationalization (Rialp et al., 2005).

However, the born global model is limited in its lack of been tested empirically also on unsuccessful cases: this
would allow having a control group” (Kalinic & Forza, 2012).

From this study, taking into account both strengths and weaknesses of the above cited models, a clear gap
emerges since scholars do not develop a unique model that can be useful for the study of both gradual and rapid
internationalization.

This is the reason why we decided to embrace e more complex model (Della Corte, 2014) that recalls the
concept of innovative capabilities able to create and reinforce new assets through entreprenecurial creativity. In
this context, the role of the entrepreneur comes back according to the Schumpeterian (1934) view, sharing the
idea that the entrepreneur is a figure who drives the innovation and leads to technological change, able to
leverage information technology (Todd & Javalgi, 2007; Keen & Wu, 2011).

Thus, the concept of innovation perfectly joins the internationalization process since an entrepreneur can have
“growth aspirations” (Devece et al., 2011) in exploring/exploiting opportunities outside firm’s boundaries.

Furthermore, the specific recall of innovation capabilities concerns, as Amsdenand and Hikino (1994) underline,
the necessity to own these resources in order to successfully compete and perform in turbulent and uncertain
contexts. Moreover, strategic resources can reside in the heart of the organization or/and in the figure of the
entrepreneur as well as be nested within or outside the firm (Lavie, 2006). This network perspective leads to
consider also the relational capabilities (Nahapiet & Ghoshal, 1998), fundamental for the access to information
on foreign markets.

Although previous models (the U-model, the international entrepreneurship conceptual model, the integrated
framework of the enablers of a non-sequential internationalization, the Five/Five Stages Model and the born
global model) emphasize the importance of the network, there is not a clear link with relational managerial
capabilities that help addressing challenges and opportunities concerning the internationalization.

Besides, the up to now developed literature does not consider if the critical aspect of identity-based resources
and competences has an impact on internationalization strategies. In addition, the entrance in new markets and
their relative knowledge are linked by a bridge consisting of a competence and relational-based approach related
to internationalization. The relational capabilities (Dyer & Singh, 1998) are broadly considered fundamental in
purchasing international business (Pagano, 2009).
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1.3 Theoretical Framework

Considering the limits of the previous approaches, a new model (Della Corte, 2014) has been developed in order
to show how born global and non-born global firms can move towards the internationalization. This model is
mainly based on resource-based theory and more specifically on dynamic capabilities and competences in a
networking perspective (Augier & Teece, 2007).

Drawing inspiration from previous studies (Ruzzier et al., 2006), it is built upon two main variables: one is the
direction of development, that can be either internal, external or direct (this latter is the case of born global firms)
(Figure 1); the other indicates the places where the resources reside (internal, external or network level). Some
specific capabilities (technical and operative capabilities, entrepreneurial capabilities, innovative capabilities,
relational capabilities) and other factors (history, brand image, knowledge, governance structure) are considered
as issues to analyze. Therefore, in this framework the identity-making resources are contemplated as a specific
component of the overall set of resources and competences that are strategic in internationalization strategies.

As regards the entreprencurial capabilities, the above-discussed contents become richer with the addition of
active relationship between the firm and its territory. This refers to the component of entreprencurial capabilities
in addressing local opportunities and challenges (Scott, Gibbons, & Coughlan, 2010) in the optic of social
sustainability, i.e. trying to involve the local community and to use local resources. It also refers to catch foreign
opportunities and exploit economies of scales (Hennart, 2007).

With reference to knowledge, it concentrates on networking knowledge, entrepreneurial knowledge and cultural
and market knowledge as the previous knowledge-based model underlines.

Finally, previous models have not explicitly linked the components of “reputation” and “brand image” to
internationalization. The classical stage models (Cassiman & Golovko, 2011) describe the last phase as a stage
where the firm achieves increases in sales’ volumes without studying how reputation and brand image in foreign
markets act upon this increase.

This model has some strengths. Firstly, the identification and the classification of resources and competences
allow understanding that the internationalization process is based on different aspects that can be summarised
into some specific macro categories, such as: the resources mainly connected with the territory, the network
resources and the knowledge that is related with the history of the territory and the cultural identity.

According to this classification, it is possible to distinguish the identity-making capabilities from the relational
ones.

The identity making capabilities are connected with the identity aspects of the firms, the link with the territory
(local resources), the level of innovation in offering of products/services in foreign markets. On the other side,
the deployment of these capabilities requires the ability of the entreprencur as well as of the top managers to
express the firm’s identity and to communicate this latter to customers of foreign markets and to other
stakeholders that operate in international markets (Autio et al., 2011). Particularly, this local identity expresses
itself mainly through food traditions, as in the case of restaurant firms. Firms that internationalize can have two
kinds of challenges, related to local identity, during their strategic choices. The first refers to the use and
exploitation of local resources, related to the territory of origin, in foreign markets. The second regards the
glocality-based perspective (Abecassis-Moedas et al., 2012), that is deployed when firms provide taylor-made
solutions, including in their offerings some peculiarities of the cultural dimension of the specific market.

All these aspects are at the base of the firm’s identity formation. The capabilities to build and exploit these
elements govern the process that leverages the identity aspects. Knowledge can also be associated with some
identity traits that belong to the external boundaries of the firm. Indeed, the knowledge of territory’s culture and
history can be used and combined with all those typical aspects of the firm.

The capabilities in creating, developing and maintaining the identity can generate an enhancement to access in
both domestic and foreign markets.

As regards the relational capabilities, they allow developing an international process. The inter-firm relationships
are of fundamental importance for the global growth. Within international process in social and in the political
environment, relationships’ building supports the internationalization process (Darkow et al., 2015).

The cooperative behaviours, either vertical, horizontal or in the network, are the outcome of relational
capabilities both at firm and systemic level.

The relational capital (Dyer & Singh, 1998) and the other organizational capabilities can explain the
internationalization process since their interplay can give rise to internationalization.
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The International resource-based model shows a link between the relational capabilities and the history of the
firm. The culture and the history of the firm can, indeed, influence the result as well as the success of activated
partnerships (Della Corte, 2014).

Within the history variable, governance structure is another fundamental element to consider within the
internationalization process (Chen, 2011; Arregle et al., 2011; Barroso et al., 2011; Filatotchev & Wright, 2011).
The internationalization recalls the topic of firm’s governance since this latter can determine the firm’s ability in
the resource access in foreign markets (Arregle et al., 2011; Melin, 1992; Tihany et al, 2003). The process
changes a lot, if we consider an entrepreneurial firm in face of a managerial one. Big firms, with widespread
ownership and a managament staff highly committed on internationalization can more easily — even if not
always — start their internationalization strategies very soon. For smaller, singly owned or family owned firms,
the process can be different and slower. Of course this is not the rule but it is obvious that such process requires
specific capabilities, that often bigger firms have more resources to invest on.

Governance structure is shaped by both the ownership and the board (Rediker & Seth, 1995; Brunninge et al.,
2007). The behavioral theory demonstrates that internationalization is the result of a process wanted by the top
management (Chen, 2011) or by someone who is the firm’s decision maker. The governance structure as well as
the governance mechanisms (i.e. independent director, foreign institutional investors, outside CEO, etc.)
influence the internationalization relationship (Chen, 2011).

The internationalization often requires the presence of external parties that acts as “catalyst” or “resource
providers” in the governance (Arregle et al., 2011). Literature on the issue empathizes the necessity of these
external parties, especially in the family-based firms. This topic is strongly debated in literature since external
parties may create “conflicts between family and nonfamily members” (Arregle et al., 2011), representing a
threat because there could be “other voices at the table” (Sirmon et al., 2008) for the strategic decisions. However,
for smaller enterprises the use of external resources and relationships is of strategic importance in this kind of
firms since they allow to undertake the decision of internationalization (Arregle et al., 2011).

Another relevant factor, in internationalization strategies, is the consideration of the cultural factor as extremely
influential in front of the match/mismatch between the host national culture and the foreign culture. Cultural
elements can influence the process in two directions:

e In maintaining the cultural identity of the business, of the products/services, of the leadership and human
resource management style: this variable can be determinant because some firms, owing to the core
competencies that result strictly bound to their territory, up to express the territorial identity through their
services or products, have the problem of keeping this specificity even in internationalization;

e  Connected to the first one, the question is how does the firm’s culture has to interact with the culture of the
countries where it internationalize, without however losing its identity. In other words, the local culture of the
countries of entry has to be considered, trying to understand if and to what extent to satisfy some specific local
needs without compromising their own identity.

Indeed, for some firms, one of the most important prerequisite in the internationalization choice is to be both
physically and culturally close to their domestic markets (Andersen, 1993; Johanson & Vahlne, 1977). Distant
markets are, in some cases, reached in the second step of the internationalization exactly because firms have to
understand there the cultural matrix and the related entry strategy. There are also some important costs to sustain,
connected with learning a new culture and local adaption costs (Contractor, 2007).

Hence, there is, on one side, the national culture of the firm while, on the other, the cultural distance between the
firm’s country origin and the culture of the foreign market. Indeed, the national culture can influence “the
decision of internationalization, but also the choice of host countries, the selection of entry mode strategies, the
internationalized firms’ organizational design, transfer of knowledge and management of human resources, as
well as the final performance of the process” (Lopez-Duarte et al., 2015 p. 7). Also firm size (i.e., micro, small
and medium, big) can influence the mode of internationalization and its related risk (Anwar, 2015).

The cultural aspect also represents the identity of the firm. Since the integration with the hosting culture is
necessary as well as unavoidable, the firm must own the capability of maintaining and not losing its cultural
integrity. If this latter sentence is true, on the other side, firms increasingly know that they have to match the
foreign culture with a vision of integration and revaluation not only of the organizational aspects but also of the
offered product/service. There must be the balance between friendly domestic and international environment
(Peng et al., 2008).
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Source: Our elaboration from Della Corte, 2014.

The novelty of this model is that it does not focus on the process but rather on the sources of internationalization.
This is a new approach to internationalization, based on the analysis of the its sources and contents, rather than
on the process that, as seen can take place in different ways, with different phases. This view, instead, better
helps finding out the main drivers for the firm in implementing internationalization strategies.

The originality of this model, therefore, lies in the identification of specific resources and competences both
identity-making (such as technical and operational capabilities, the history and the reputation/brand image,
entrepreneurial capabilities, creativity, cultural elements, governance capabilities) and relational (relational
capabilities). Moreover, there are other transversal components regarding the entrepreneurial creativity and the
relationships with the territory. The first one refers to the degree of innovation and to how the entrepreneur
addresses local opportunities and challenges (Scott, Gibbons, & Coughlan, 2010) according to a creative
approach. The second one can assume different meanings that firstly regard the link with the original territory in
terms of use of local resources and the recall of the territorial identity. The second meaning can be related to the
local community employment of the international countries or with a different offer, which joins the local styles.

Another point of novelty resides in the fact that governance capabilities are contemplated in this model. First of
all, the composition and function of the board of directors (Chen, 2011) are important both for the decision to
internationalize and for the development of business activities in foreign markets. According to a relational
perspective, the demographic composition of the board can also influence the internationalization (Zahra et al.,
2007). Hence, the governance structure is critical for the access to resources for internationalization (Arregle et
al., 2012).

Sharing the perspective sprung out from the literature, we believe in the existence of both non-born global and
born global firms. It is therefore interesting to verify if the competencies and the capabilities able to generate
competitiveness can vary in the two different contexts (gradual internationalization versus born global firms) and
if different typologies of firms can have various behaviours towards internationalization.

What is also important to underline is the link between internationalization and restaurant firms. Indeed, while
research in the food service sector has analysed customer service improvement (Dickson, 2015; Zhang et al.,
2013), quality (Seaman & Eves, 2006; Eves & Dervisi, 2005) and marketing activities (Powers & Barrows, 2009;
Rathmell, 1974) or innovation (Rodgers, 2007, 2008), little is known about the strategic choices referring to
internationalization. The current paper aims at exploring the different strategic choices three clusters: single
location of full-service restaurants, chain restaurants and fast food restaurants. Although there is a recognition of
the importance of internationalization strategies (Wrigley, 2000) due to fact that it is possible to exploit
economies of scale or geographic scope (Kogut, 1985), that generate value in terms of ROI and ROS (Vernon,
1971), actually not all the food service firms tend to internationalize.
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Starting from the fact that the food service sector is related to the service sector and “service cannot be exported”
(Erramilli, 1990), there are, indeed, numerous challenges to face (Samiee, 1999) as well the availability of
specific resources and competences in order to invest in other countries. One of the first difficulties is linked to
the decision of entry modes (i.e, contractual entry, licensing or franchising, and foreign direct investment -
Erramilli, 1990) and to the nature of specific peculiarities of each typology of food service firms.

2. Method

In this paper, we focus on the role of both identity-making and relational capabilities, taking into account the
relative interactions and examining to what extent they can favor internationalization process. In particular, the
analysis is referred to the strategic behaviors concerning the internationalization of US chain restaurants, single
location full-service restaurants and fast foods.

In order to explore these research issues, the paper uses an in-depth multiple case studies analysis (Eisenhardt,
1989; Yin, 2003).

According to Aarikka-Stenroos and Sandberg (2012, p. 201) multiple case studies “allow rich description and
comparison” and to proceed with a cross-case comparisons (Eisenhardt, 1989). Furthermore, the case study
methodology is able to capture contextual richness and complexity of research issues (Yin, 2003). Each case has
to be studied as a single case (replication).

According to Aaboen et al. (2012, p. 236) multiple case studies “facilitate identifying and analyzing particular
patterns in certain processes and explaining differences across cases by contrasting them to each other”. This
kind of methodology is suitable for theory development (Aaboen et al., 2012).

Furthermore, Eisenhardt and Graebner (2007) underline that multiple cases study approach is an effective
vehicle to obtain new knowledge about a specific phenomenon since it allows understanding the research issue
from different standpoints.

More precisely, we study US chain restaurants, single location full-service restaurants and fast foods cases
according to an analytical approach and a process perspective (Langley, 1999; Williams et al., 2014). This latters
refers to the research procedure. The steps, shaping this process (sampling, data triangulation data collection and
discussion), constitute the key features for supporting the research.

This method of research allows to understand whether and how decisions of internationalization evolve over
time.

This paper uses a mix that encompasses the exploitation of primary and secondary sources of data aiming at
understanding if differences in internationalization choices exist and if there are specific capabilities that can
generate and support the process.

The research process follows a precise path that is constituted by the sampling, data triangulation data collection
and discussion (Williams et al., 2014).

As regards the sampling, the cases of chain restaurants, single location full-service restaurants and fast foods
were selected using different industry databases. These latters were used to identify restaurants that started
international strategies. These databases offered some advantage for the purposes of our work’s poin of view, as
they identy some variables that can be compared for each case. Finally, we excluded from our analysis cases that
were not comparable with those that proceed with internationalization startegies. As this paper was primarily
interested in the US context, we also excluded cases of other countries.

After data were triangulated. This was useful to identify distortions in each data collection in terms of source and
method in order to utilize other data if the previous were not correct.

The purpose of data collection was to catch some information on restaurant industry performance, on market
share, referring consumers and international growth and to identify the resources and competences exploited by
the firms during the internationalization process. In addition, information on resource and competences as well
as on other strategic factors were collected in order to, finally, understand the main reasons of
internationalization and not internationalization. Different data regarded industry databases, company reports and
press releases.

Finally, the discussion showed the main results, comparing the selected cases and highlighting the different
behaviours in terms of internationalization.

3. Discussion

Restaurant firms in the United States although, on one side, show steady values for the state health, on the other,
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reveal a general and solid expansion with their performance. Figure 2, indeed, shows the restaurant industry
performance index in the United States from 2011 to 2015, by month. This graph points out that values are more
than or around 100. These are synonymous of growth. Particularly, the situation in the first months of 2015
reports higher values compared with previous years. This fact is comforting, since the restaurant industry
performance index is expression of store sales, traffic, labor, employees, capital expenditures and business
conditions (National Restaurant Association, 2015).

In general, this graph confirms the good state of health of the US restaurant industry.

2011 82012 92013 82014 82015

Fob Mar Ape May Jur o Aug Sep Oct Now Dac

Figure 2. Restaurant industry performance index in the United States

Source: National Restaurant Association, 2015

Table 1 and 2 show some data and hints on US chain restaurants, single location full-service restaurants and fast
foods.

As regards the whole restaurant industry, some indicators demonstrate an increase. For example, between 2011
and 2014, the number of restaurants raises from 611,566 to 630, 964 (NDP Group Survey, 2015) and the sales
amount to 659,31 billion U.S. dollars in 2013. Furthermore, it is very interesting to underline the forecast,
referring to the revenue of the fast food restaurants, with 210.22 billion U.S. dollars in 2018.

Table 1. Hints on US restaurants

Year 2014 Chain restaurants Single location full-service  Fast foods
restaurants

Revenue $97.2bn $159,4 bn $207,8 bn

Annual growth 10-15 2.4% 2,4% 1,2%

Profit $ 6,6 bn $9,9 bn $10,6 bn

Wages $31,2bn $ 55,2 bn $ 51,6 bn

Business 782 247, 860 152,651

Source: IbisWorld, 2015a, b, c.

Table 2. Hints on market share

Chain restaurants Single location full-service restaurants Fast foods
Market share Dine Equity 8.0% There are no major players in this industry McDonald’s Corporation 17%
Darden Restaurants 6.8% Yum! Brands Inc. 10.8%
Subway 6.7%
Wendy’s Company 4.4%
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Looking at the international capabilities construction, it is important to understand the role of identity-making
and relational capabilities and if these kinds of capabilities influence differently the internationalization process.

For the internationalization process of the chain restaurant, the role of relational capabilities is of fundamental
importance for the entrance in the markets where the firms decide to operate as well as for later developments.
Indeed, the entry can be carried out through agreements with local affiliated entities. This is the case of
DineEquity Inc., which for the international expansion of its subsidiaries chooses this kind of entry option (Thop,
2011) that also allows an international development of huge dimension.

The identity-making capabilities play a strategic role in the internationalization process. Actually, there are some
aspects related to the firm’s identity that have a predominant role in foreign markets. History, for example, gives
a strong link with organizational identity. The success of the international strategies of Darden Restaurants
inhabits in its centenary history that has not only generated trust according to a consumer perspective but also
created a strong relationship between identity and the long-term reliability. On the other side, other elements that
shape the sphere of organizational identity, such as the connection with the territory, lose ground in the
international expansion.

For the single location full-service restaurants, internationalization is “non-existent” since firms operating in this
kind of industry do not pursue this strategic choice as growth opportunity.

From these first reflections, it is possible to deduce the main motivations of non-internationalization. Firstly,
relational capabilities are low and connected to an exclusive local growth. On the other side, it emerges a high
degree of identity-making capabilities since that, in this typology of firm, “the food acts as a maker of cultural
identity” (James, 2002, p. 78).

As regards the sources of internationalization process of US fast food restaurants, it is interesting to notice how
and whether relational and identity-making capabilities interplay.

In the examined cases, the relational capabilities play a key role not only for the entrance in new markets but also
for the growth in these countries. Indeed, fast food restaurants are in a mature stage also in the international
markets.

For example, it is underlined that “McDonald’s theory of international relation” is related not only to the way of
entrance through a local network but, especially, to the exploitation of relationships for a sustainable
development in the referring international markets.

“Partnering for success” is one of the main sentences of McDonalds. Indeed this company does not only look at
partnerships for an international growth but, especially, for a sustainable international growth. Some examples
can be the environmental defense fund, the international scientific advisory council, the animal welfare found,
etc.

Indeed, with the same term ‘“McDonaldization” is interpreted as the process by which the principles of the
fast-food restaurant are coming to dominate more and more sectors of American society as well as the rest of the
world” (Heer & Penfold, 2003). In a first period, McDonald started to take the American standardized formula
and carry it in foreign markets. This strategy was a failure since this did not encounter the needs of foreign
customers. In a second period, indeed, McDonald changed its strategy, pointing the attention on the tastes and
needs of the different domestic markets. For example, McDonald introduced in China the formula “Aunt and
Uncle McDonald” since this market has a particular attention on family values.

Besides, the identity-making capabilities are critical for the success in international markets. On one hand, the
history of the firm can be exploited since it allows a costumer’s recognition of the brand, the values and the
related products. On the other, aspects as the relationship with the original territory must be balanced with new
aspects that also focus on the territories where the stores of these fast foods are located.

There is, indeed, a general tendency of the US fast foods to propose, on international markets, both the menu
proposals of the American context and more local products that meet consumers’ tastes and preferences and with
national raw materials.

Hence, as regards the first research question “In the international capabilities construction, are both
identity-making and relational capabilities relevant?”, looking at international capabilities construction, we
specifically question the role of identity-making and relational capabilities in order to understand whether and to
what extent they are relevant. First of all, the answer comes out of the analysis of relational capabilities at
different stages of internationalization. They are of fundamental and primary importance both in the early stage
of internationalization and in the development phase. Within internationalization of restaurant firms, these
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represent the capabilities of a firm to search, select, activate and maintain strategic relationships on international
market. Furthermore, these relational capabilities presume also the existence of knowledge recognition and
exploitation capabilities. The existence of a relational network (such as suppliers, customers, local producers,
etc.) is a necessary condition but not sufficient to gain any form of advantage both for fast foods and chain
restaurants. For these firms, network exploitation means to sustain competitive advantage through the knowledge
of the actors of the network that own higher knowledge on international markets and on specific foreign
dynamics. For born global firms, relational capabilities are important for the operational phase of restaurant
activities, as in the case row materials’ suppliers. These kinds of relationships allow to use and capture the right
relationships for the implementation of ordinary activities. Indeed, from the analysis it emerges that the born
global firms show to be internally structured for global strategies without the need of a relational network to
place the basis in international markets.

With reference to the identity-making capabilities, these are important, but the analysis highlights that not all the
identity aspects are really and fully exploited. Although single location full-service restaurants exploit this kind
of capabilities but they not internationalize, identity-making capabilities are under used by fast foods and chain
restaurants.

Hence, from this analysis it emerges that relational capabilities are of primary importance while identity-making
capabilities receive less attention by foods and chain restaurants during their process of internationalization.

To the second research question “Do these kinds of capabilities influence differently the internationalization
process, generating different strategic paths?”, that wonders if these kinds of capabilities influence differently
the internationalization process, generating different strategic paths, a positive answer can be given. From this
study, in fact, it comes out that these capabilities influence differently the internationalization process since they
act on two different levels. Indeed, the relational capabilities are important from both a strategic and operational
point of view, in the entrance as well as in the development/growth phase in the international markets. On the
other side, the identity-making capabilities result essential in the firm-customer relationship, as they are able to
build trust as well as satisfaction. These capabilities, in the cases of fast foods and chain restaurants, contribute to
brand consolidation through contents linked with firm’s identity. In this identity-making process, also culture
plays a key role.

What comes out from the analysis is the fact that, until now, these kinds of capabilities do not catch and exploit
well all the identity factors of the companies in their link with their originally territories.

From here, the answer at the third research question “Is there any risk of loosing identity-based strengths in the
internationalization process?” comes out. The analysis shows that chain restaurants have sometimes links with
the original territory when the concept of restaurant must express local identity in terms of service scape and
dishes. Fast foods, on the other side, internationalize without links with the territory of origin except when these
firms try to balance their menu with some proposals that take into account local products or dishes (of the
foreign market). Hence, there are some risks of loosing identity-based strengths in the internationalization
process.

Moreover, factors as the history and the link with the territory also expressed by local product used in the
preparation of the dishes, show the ability to deploy the identity-making capabilities that are fully exploited at
local level but not internationally.

Once understood how these kinds of capabilities interplay, it is important to get a sense of the actual framework
of the state of internationalization of US fast foods, chain restaurants, and single location full-service restaurants.

The internationalization of fast foods can be defined as “innate”, as it is contemplated in the long-term strategy.
The objective referring to the adoption of this specific strategy is linked to the main motivation of long-term
profitability. This means, “international sales represent an increasingly larger part of operators’ total revenue”
(Ibis World, 2015, p. 8). Nonetheless, this kind of expansion, on the other side, delimits the domestic growth.

The international openings represent one of the main features of this industry. The franchising formula, adopted
by the major players, allows a better internationalization process.

The fact that the expansion of fast foods has become global requires not only organizational adaptation but also
managing local customers’ needs and taste.

For example, when McDonald's entered in China, the differentiation of the dishes in the menus compared to the
universal and tradition offer has represented the willingness to adapt to the taste and behaviours of the new
market. Moreover, the fact that China is a market where there is a high density of business people required, right
from the first entrance, 24-hour restaurants and more McCafés. In the same direction, Yum! Brands, with its
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brands KFC and Pizza Hut, offers 24-hour service, home delivery and breakfasts in China. This chain points on
the experiential component for Pizza Hut stores in China, including new options in the menu (i.e., wine and
escargot). The cultural changes of Yum! Brands in China refers not only to the adaption to new tastes but also to
the hiring of Chinese managers that deeply know the market, the economic and social context.

Furthermore, in Italy, where the culinary tradition denotes a high quality identity, McDonald’s launched
dedicated hamburgers under the brand “Mc Italy” realised with Italian products (i.e., Bresaola from Valtellina,
Speck from Alto Adige, Parmigiano Reggiano) or activated 3 weeks co-marketing campaigns with Italia star
chefs (i.e, Gualtiero Marchesi) to present new hamburgers.

Hence, major US franchised and chain food operators are making significant investments in international growth
through franchised and company-owned operations. For example, in 2012, Yum International opened 1,976
restaurants across six continents, including 889 new restaurants in mainland China and 138 in India. Currently,
about half of Domino's outlets are international stores. This is because the US (and other developed nations') fast
food markets are in the mature stage of their industry' life cycle, which is limiting revenue, profit growth and
investment returns. Changing consumer tastes and concerns about the nutritional value of fast food have also
encouraged the shift toward emerging nations, characterized by high population, high income and growing
middle class (IbisWorld, 2015). In fact, both McDonalds and Yum! brands, which are the major companies
operating in the fast food market, earn about 60.0% of their sales overseas; about 40.0% of Burger King's sales
derive from international markets and Subway earns about 30.0% of its sales outside of the US.

These cases demonstrate that, on one side, firm loose their identity-based strengths in the internationalization
process but, on the other, they acquire local aspects of the foreign markets, considering the cultural dimension.

Also the governance structure helps implementing internationalization strategies. For example, McDonald’s has
a solid governance structure where relational capabilities come out since there is the existence of strong
relationships between the Board, the management and the shareholders. The governance principles (integrity,
fairness, diligence and ethical behaviour) are the base of the McDonald’s governance model (McDonald’s,
2009).

The underlying graphs show some information on US fast foods.
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m South East Asia 14.1% = Oceania 4.2% India & Central Asia 3.0%
m South America 2.7% m Africa & Middle East 0.5%

Figure 3. Business locations (revenue %)

Source: Ibis World, 2015.
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Table 3. Some information on US fast foods

Information Value
Global consumer spending (average annual rate 2015-2020) 3.5%
International growth - Major countries Asia and the Middle East
2015-2020
Expected revenue 2015-2020 annualized rate of 3.8% to
$693.5 billion
Number of establishments average 0.6% per year to 857,458 locations

Source: IbisWorld, 2015d.

Table 4. US fast foods revenue outlook

Year Revenue $ million Growth %
2016 600,000.0 45
2017 623,600.0 3.9
2018 645,600.0 35
2019 676,588.8 4.8
2020 693,503.5 2.5
2021 710,418.2 2.4

Source: Ibis World, 2015d.

Chain restaurants have viewed a slow growth in the last five years. This industry is passing a restructuring since
the domestic development is moderate and firms start to look or already operates in overseas markets. The chain
restaurants are acquiring a huge international presence and their revenues are increasing. What is important to
underline is the fact that not all the firms internationalize. In fact, they are US-owned and earn the majority of
their sales from domestic activities (Ibis World, 2015). Nonetheless, some large chain and franchised restaurant
operators (i.e. Brinker International and Dine Equity Inc.) have international operations.

While a wide portion of firms continues to operate in the domestic market, the major players of this industry
have already realized strategic choices referring to internationalization, observing a real enhancement in
revenues and earnings. Since direct competition is lower in many emerging and high-growth countries, the
international trend is likely to continue. In addition, some countries, like China, provide the added attraction of
significantly expanding middle-income households (Ibis World, 2015).

Table 5. US Chain restaurants revenue outlook

Year Revenue $ million Growth %
2016 99,005.5 1.8
2017 99,659.1 0.7
2018 101,397.5 1.7
2019 103,438.0 2.0
2020 105,523.8 2.0
2021 107,287.3 1.7

Source: IbisWorld, 2015.

Also for the chain restaurants, the cultural element is of fundamental importance. For example, Darden
Restaurants, in order to enter in the Asiatic market, signed an agreement in 2013, with Secret Recipe, the leading
restaurant operator in this market. With this area-development agreement, some restaurants opened in Malaysia
under the brands Darden’s Olive Garden and LongHorn Stakehouse. Similar agreements have been signed in
Middle East and Latin America. These partnerships with local and leading operators underline the necessity to be
on track with cultural and taste differences, restaurant system, marketing, restaurant design and taylor-made
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trainings (Ibis World, 2015a).

As regards single location full-service restaurants, their strength resides in the fact that, nowadays, the customers’
requests depend on more local food since, in this kind of industry, “globalism has made local more important”
(Quelch & Jocz, 2012). In fact, the healthy and eco-conscious trend lead up firms to expand the number of
healthy options on their menus and source more of their ingredients from local providers. In the last years, the
firms operating in this market have faced some significant challenges: the main external threat has been the
growing number of chain restaurants with increasingly diverse menus. In addition, the working time of the
average is increasing and many do not have time to sit down for a meal at a full-service restaurant (Ibis World,
2015).

The firms, belonging to this kind of industry, tend not to internationalize: the industry consists largely of small
business owners that serve the domestic market.

There are no major players in this market; the majority of the single location full-service restaurants is located in
Asia -25.5%, while the American restaurants represent the 20.2% of the world’s product and service
segmentation (Ibis World, 2015).

Table 6. US single location full-service restaurants revenue outlook

Year Revenue $ million Growth %
2015 163,586.0 2.6
2016 168,002.8 2.7
2017 171,698.8 22
2018 176,849.8 3.0
2019 180,740.5 2.2
2020 184,536.0 2.1

Source: IbisWorld, 2015.

From this analysis, it comes out that different internationalization strategic patterns and behaviours exist among
firms operating in the same sector. Indeed, fast food restaurants are prone to internationalization and, often, they
are born global firm. The internationalization of chain restaurants may depend on the dimension of the firm. Big
players realize internationalization strategy while smaller firms continue their growth at national level. Table 7
summarizes the main motivation referring to internationalization or non-existent internationalization.

Table 7. Internationalization and not internationalization: main reasons

Chain restaurants Single location full-service Fast Foods
restaurants
Reasons - Mature Stage of this industry’s life - No international trade - slow domestic growth

cycle in the domestic market - small business owners - saturated domestic market

- changes in customer profiles and - service-based nature - stagnant domestic profit

tastes - changes in customer profiles
and tastes
- Mature Stage of this industry’s
life cycle.

Source: IbisWorld, 2015a, b, c.

Figure 4 shows the main sources of the internationalization process for both chain restaurants and fast foods,
helps in the understanding on how these two clusters operate on the international markets. From the graph, the
analysis of single location full-service restaurants is excluded because internationalization is, in this cluster,
non-existent. Furthermore, governance capabilities are not considered in this figure since they require a firm
level analysis rather than a cluster analysis.
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4. Conclusions

The focus of this paper on the sources of internationalization rather than on the process has led to the search of
the mix of capabilities that can originate as well as sustain the internationalization process.

This is the reason why the research moved its first steps in the theoretical roots of internationalization,
identifying the main referring models that explain the source of this process.

This kind of approach represented an attempt to favour advances in theory on internationalization, supported by
an empirical analysis. Indeed, as all theoretical models, conceptualizations hardly describe the real word. From
here, after the analysis of the main models, this research proposed the International resource-based model (Della
Corte, 2014) as it decomposes the internationalization process, capturing the main sources that create and
support the internationalization strategy.

In particular, this paper considered a precise angulation since the focus of analysis is on both relational and
identity-making capabilities. These latters are analyzed in the light of empirical observations.

As the results demonstrate, both relational and identity-making capabilities are fundamental in the
internationalization process. Relations, indeed, can generate market knowledge, experiential knowledge, cultural
knowledge and entrepreneurial knowledge with reference to the international markets. Hence, it is very
important that firms that internationalize own this kind of capabilities. The proposed analysis demonstrates that
fast foods, chain restaurants and single location full-service restaurants possess relational capabilities but only
fast foods and chain restaurants exploit them in order to internationalize.

On the other side, the identity-making capabilities are necessary for the entrance as well as the growth and the
stability in international markets. Paradoxically, single location full-service restaurants that have a high degree of
identity-making capabilities do not internationalize; identity-making capabilities of fast foods and chain
restaurants try to act on the identity elements (i.c., history, brand) that can generate trust in the consumer. What
also happens during internationalization is the loss of identity, in terms of linkages with the territory of origin.
The local identity is found when chain restaurants adopt the local concept for the preparation of dishes or for the
internal setting of the stores. In this case the brand of these restaurants fully express the belonging to the territory
of origin. In other cases, as in the fast food cluster, the commercial proposals of these restaurants encounter the
cultural dimension of the foreign markets in terms of tastes and preferences. Hence, for some firms the choice of
internationalization can signify the loss of original identity.

Therefore, US fast foods have a higher degree of internationalization (Moonkyu & Ulgado, 1997; Walker &
Etzel, 1973), as they “reflect worldwide acceptance of American cultural values” (Qui, 2014, p. 102) compared
with chain restaurants, whose degree of internationalization is low. These are the so-called “restaurants in which
customers order and pay at a counter” and their profitability mostly depends on “efficient operations and
effective marketing” (Statistica, 2015). The analysis showed that also the cultural dimension plays a key role in
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the internationalization process. Indeed in the light of this element, both fast foods and restaurant chains revisit
their offer in the international context, adapting to the new customer’s needs and tastes.

The case of single location full-service restaurants is different as, in this industry, internationalization is
“non-existent”.

These results are also useful in the light of managerial implications. This research suggests, indeed, a greater
attention on the identity-making capabilities that constitute the distinctive endowment of the firms.

From this point of view, it would be extremely interesting to extend the research to non-US restaurant firms,
even if the comparison with Europe would require considering each single country. Europe, in fact, shows a
variety of configurations and culinary cultures that are so different that they cannot be considered on the whole.
A very interesting country, for this sector, is Italy because of the international fame of the made in Italy cuisine.
An there are very interesting cases of medium enterprises that have become international in their governance
structure (with the entrance in the equity of a foreign fund) and that are carrying out an Internationalization
strategy that, however, is strongly based on their Neapolitan identity, both in the used products and in the country
of origin of cooks and pizza cooks (rigorously Neapolitan), as well as of the waiters. These aspects, however,
will be object of further study in a very interesting and challenging research.
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Note

Note 1. Another model is the integrated framework of the enablers of a non-sequential internationalization that
considers the incremental decisions as the output for the internationalization. While in other models, as for
example the U-model, “the outcome of one decision - or more generally one cycle of events — constitutes the input
of the next” (Osarenkhoe, 2008, p. 2), this model supposes that, during the internationalization process, firms can
also skip certain stage, expected in the other models.
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