SHOPPING MALLS AFFECT LUXURY RETAIL INTERNATIONALIZATION INTO EMERGING MARKETS: EVIDENCE FROM BRAZIL


International luxury brands have placed their monobranded stores in Brazil mostly in shopping malls in the last ten years, which coincides with the double-sized growth in the local shopping centre industry.  That might indicate a deeper connection between brands’ internationalization decisions and mall management strategies.  This exploratory study unveils the influence of local shopping malls in the decisions of international fashion luxury brands to enter and operate monobranded stores in the Brazilian market.  Research findings show that a relevant new retail actor, that is, the shopping mall of the host market, needs to be considered in the internationalization theories when focusing emerging markets, as it helps to attenuate difficulties faced by luxury brands originated from developing markets. 


Shopping Malls Affect Luxury Retail Internationalization into Emerging Markets: Evidence from Brazil
INTRODUCTION
Luxury brands are strong internationalists with global commitment (Moore et al., 2000).  The emergence of new markets, exemplified by the BRICS, brought about a new class of consumers, who are hungry for products that were historically targeted exclusively by developed-country consumers (Kapferer, 2012). In Brazil, approximately 60 luxury brands offer local monobranded stores (MCF Consultoria, 2014), among them many luxury brands from top companies, such as LVMH and Kering (Delloite, 2014).  
In contrast with developed markets, where luxury brands prefer placing stores in prominent shopping street areas and luxury department stores (Brun and Castelli, 2013), in Brazil luxury retail strongly concentrates in shopping malls.  This fact might be considered quite obvious in face of hot weather and urban violence issues. However, weather and violence did not stop those brands that pioneered the Brazilian market, in the late 1980s, to locate their stores mostly in shopping streets. The massive move to shopping malls took place mostly during the second half of the 2000 decade, almost 15 years after the initial entry of luxury brands in Brazil.  That time period coincides with a sharp increase in the local shopping centre industry, which doubled in size in the last 10 years (ABRASCE, 2013).
Therefore, a deeper analysis of the relationship between luxury brands and shopping malls in Brazil motivated the present study. Exploratory in nature, this research selected the top international fashion luxury brands, and analysed their entry and retail operation in the country. Supported by both theory and empiric evidence, coming from top executives of the luxury brand industry and mall managers, the research intended to unveil the specific role of shopping malls in each of the internationalization steps taken by the brands when entering the Brazilian market, as well as the motives that might have driven shopping malls towards international luxury brands.  Both phenomena have been neglected by the academic field, despite the extensive literature about retail internationalization and shopping mall management.

LITERATURE REVIEW
Luxury Market
Luxury consumption is historically linked to the elite (Brun and Castelli, 2013) as a pleasure for the “happy few”.  Individuals embark in this conspicuous form of consumption aiming for social distinction (Catry, 2003), seeking for beauty and pleasant life styles.  Brand is a tenet in luxury business and is composed by the name, logo, heritage and brand’s creator or designer aura (Atwal and Williams, 2009; Dion and Arnould, 2011; Fionda and Moore, 2009).  Craftsmanship and high quality shape the product range, as opposed to industrial and massive production of common goods (Nueno and Quelch, 1998).  Price is high, compared to other goods with same function, as it symbolizes quality and rarity (Phau and Prendergast, 2000).  Selective retail is paramount to express brands’ prestige positioning (Brun and Castelli, 2013; Fionda and Moore, 2009) and flagships brings “the magic” to the consumer (Moore and Birtwistle, 2004; Nobbs et al., 2012).
Shopping experience is the apex of the involvement of the consumer with a brand.  Several retail formats are available for luxury brands, each of those plays a role in the marketing strategy of a brand and may be classified into four types: a) wholesale to multi-branded stores, b) shop in shop in department stores, c) monobranded stores, directly owned or franchised, and d) web based sales (Caniato et al., 2011; Moore et al., 2000).  As per Bain & Company (2014), wholesales represents 68% of total luxury market, but despite this relevance, sales are showing increasing growth in the monobranded store channel.
Monobranded stores provide the complete shopping experience and allow brands to better control distribution and branding (Castelli and Brun, 2010).  Directly owned stores (DOS) provide total control over the experience with the consumer, including exuberant and premium located flagships (Moore and Birtwistle, 2004; Nobbs et al., 2012).  However, it is a costly option and demand huge efforts when involving different countries and cultures (Castelli and Brun, 2010).  As an option, franchised stores reduce investment and direct cost and offer help to deal with local idiosyncrasies, but requires intense monitoring with respect to price control and service quality (Doherty and Alexander, 2004).  
DOS are gaining importance for luxury brands as a recognition of their strategic role towards brand control (Castelli and Brun, 2010).  However, luxury brands are manufacturers in nature and DOS strategy demands organizations to build up capacities to act as a retailer (Kapferer, 2012), as for instance distribution planning, supply chain reconfiguration, sales team management and general store image (Brun and Castelli, 2008).   
Internationalization of Luxury Retail
Luxury retail is notorious in international retailing and sales keep rising (Delloite, 2014) as a result of the consumption of new middle-class consumers (Kapferer and Bastien, 2009; Okonkwo, 2009), cultural consumer convergence (Nueno and Quelch, 1998) and emerging markets (Bonetti, 2014; Perry and Kyriakaki, 2014). Claiming that the main internationalization theories are rooted in manufacturing activities, several authors developed specific models to accomplish retail specificities (Akehurst and Alexander, 1995; Dawson, 2007, 1994).  However, even those retail internationalization models did not account to explain the internationalization of luxury brands (Moore et al., 2000), as, in their turn, were fundamentally built upon multi-branded formats, as supermarkets (Perry and Kyriakaki, 2014).  This gap forced this revision to seek for specific findings relating to fashion and/or luxury retailers in the available research.
Hollander (1970) appointed luxury brands as relevant international players.  Sternquist (1997), drawing from the Eclectic Paradigm (Dunning, 1988), postulated that a company with ownership advantages, as a strong brand, would take a global direction in internationalization.  Simpson e Thorpe (1995) suggested that brand attribute evaluation should play a critical role in the internationalization decision. Alexander e Doherty (2009) pointed out that the emphasis in the brand and in the ability to manage supply chain constitute the “operational challenge” of fashion brands when internationalizing (p. 107). 
Taking the brand as a cornerstone in internationalization, fashion and luxury brands tend to expand to foreign markets in earlier stages of company’s development when compared to other industries (Moore, Fernie, and Burt 2000).  The direction of internationalization is global, since they seek a specific target group (Perry and Kyriakaki, 2014) and implement their standardized format, subject to few adaptations (Fernie et al., 1997; Moore and Burt, 2007; Moore and Fernie, 2004).  However, the perception of cultural differences may lead brands to avoid some markets to enter (Evans et al., 2000) and the psychic distance in relation to host countries may affect the ranking of entry in targeted markets (Evans et al., 2000; Moore and Birtwistle, 2004).  
Market selection demands thorough analysis, with respect to economic and social factors, cultural characteristics and retail structure. Alexander e Doherty (2009) suggest the evaluation of retail structure of host market by measuring enterprise density, market concentration, product sector balance, employment profile and innovation levels, before deciding where and how to enter the market.  In emerging markets, as noted by these authors, retail structure is not homogeneous and some countries show more complex retail structures than others. 
Luxury brands count with more options of entry than traditional retailers, ranging from shop in shop to monobranded stores (Moore and Fernie, 2004).  The decision of entry mode is based on the risk perception, attractiveness of host market and available retail structures. Non-food retailers count with more locational options, as demanding smaller sizes of stores, when compared to supermarkets (Dawson, 1994).  Because of that, brands may be “easily placed in mall developments or in traditional high street locations” (Alexander e Doherty, p. 126).
Commitment to host market can be assumed partially, by franchise or joint venture agreements (Burt and Sparks, 2002; Dawson, 1994).  Franchise agreements, initially based on coercitive methods, as contracts, are demanding from retailers the development of less coercitive postures, such as training and support (Quinn and Doherty, 2000).  With relation to joint ventures, some critical issues about governance, such as differences in size and property of partners, may result in asymmetry of information and resources (Palmer and Owens, 2006).  In both bases, though, selecting the right partner is paramount (Quinn and Doherty, 2000).
Shopping Centres
Shopping centres (SC) are planned retail agglomerations, in opposition to those organically evolved, like shopping streets, managed by a centralized organism that controls tenant-mix.  SC tenants share mall infra-structure and consumer visits, benefitting from the agglomeration effects (Teller and Reutterer, 2008).   SC manager’s task is to keep high level of consumers’ patronage and generate rental income to the mall owners (Eppli and Benjamin, 1994).   Cushmann&Wakefield (2014), a real estate global consultant company, reported that Americas, Europe and Asia altogether count with 47 thousands of malls in 51 countries.  SC industry grows in direction of emerging countries, as China and Brazil.   
Research on SCs mainly focuses on the consumer behaviour towards malls, in order to identify motives of patronage. Mall image is considered the most important driver for patronage and is composed by attributes, such as location, tenant-mix, mall environment and entertainment offer (Abghari and Hanzaee, 2011; Carter, 2009; Teller and Reutterer, 2008).  Tenant-mix is determinant to enhance mall image, thus several studies propose ideal formulations of selection of stores per product, per size, as well the optimum distribution of stores inside the mall (Borgers et al., 2010; Burnaz and Topcu, 2011; Kirkup and Rafiq, 1994).
However, the specific influence of stores’ brands in the mall image is underresearched, as well as studies about luxury malls.  Nevertheless, malls are commonly used as a research setting for studies about luxury consumption (Bonetti, 2014; Singh and Prashar, 2013)
Cushmann&Wakefield (2012) reports that SC companies in emerging markets are increasing the share of luxury brands in their tenant-mix, mainly in those malls located in premium residential areas and great flow of tourists.   Even though luxury brands prefer street premium locations, they recognize the high sales productivity coming from mall locations.  Halepete (2011, p. 49) states that “in Brazil mall industry goes hand in hand with the development of apparel industry” and draw the attention to the fact that in Brazil, contrarily to developed countries, where malls cater to blue-collars and middle-class consumers, malls are also developed to attend upper-class neighbourhoods.  

METHODS
Case study is the indicated method to elucidate a context-bound phenomenon and to answer “how-type” questions, such as the one proposed in this research (Yin, 2014). The case study reported here is exploratory in nature and established within previous studies on luxury and retail formats (Fernie et al., 1998; Fiona and Moore, 2009; Moore et al., 2010).  Research is framed within an emerging market context (Brazil) and used a single-case holistic approach to analyse the relationship between local malls and foreign fashion luxury brands.  The reasoning for choosing fashion, among other luxury categories, was based in the relevance of these product range on total luxury sales (54%, as per Bain & Company, 2014).  The case protocol followed the phases of design, data collection and data analysis.  During the design phase, research on theory supported external validity. Data collection was carried out through documental information and in-depth interviews. Given the lack of luxury brand databases in Brazil, during this research a private one was built with information about the date of entry, place of entry (1st store address), quantity of stores, mode of entry and mode of operation per brand, enhancing research reliability.  Selected fashion luxury brands were extracted from the Delloite’s World Power of Luxury report (2014).  This research used several sources of data, including websites (brands and SCs), company reports and press releases.  The exploration of the phenomenon was carried out through ten in-depth interviews with top executives and master franchisees of fashion luxury brands involved with Brazilian operations, SC commercial directors and retail specialists.   The establishment of a coherent chain of evidences and pattern-matching performed during the data analysis phase provided construct validity.

RESEARCH FINDINGS
The Shopping Centre context in Brazil
The SC industry doubled in the last ten years in Brazil (ABRASCE, 2014) and offers 522 malls throughout the country. This rapid expansion resulted from the increase in consumption coming from new emerging classes and from the entrance of foreign investors (Steffen, 2014).  A clear movement toward luxury consumption is observable, either through the development of new luxury malls or dedicated luxury areas inside traditional malls.  Specialists identify three luxury malls in the country (Shopping Cidade Jardim and Iguatemi JK, in São Paulo, and Village Mall, in Rio de Janeiro) and other five malls that contain luxury areas, here called premium malls (Iguatemi São Paulo, Iguatemi Brasília, Shopping Leblon in Rio de Janeiro, Patio Batel in Curitiba, and Shopping Riomar Recife). In total, these malls concentrate 112 out of 159 monobranded stores in Brazil of the 35 fashion luxury brands selected (Table 1).
Fashion luxury brands in Brazil.
Table 2 identifies the 35 fashion luxury brands that are included in the top 75 luxury companies of the Delloite’ report (2014) which have entered in Brazil through monobranded stores between 1989 and 2014.   As shown in Table 2, two different phases may be clearly identified with respect to the pace of entrance, mode of entry and location of stores. During the 1st phase, from 1989 to 2005, 11 brands entered the country mainly through franchise and locating their stores in premium street locations. During the 2nd phase, from 2008 to 2014, 24 brands entered the country, mainly through directly owned stores (DOS) and locating their stores in shopping malls.  The major characteristics of these phases suggest two levels of commitment with the local market: a trial phase followed in time by an adoption phase.  Both will now be discussed in detail.
Trial Phase
The Trial Phase displayed a non-systematic entrance pattern in Brazil (Table 1), as brands seemed to hesitate regarding the country’s then recent economic stabilization and future growth.  All brands that entered the market during this phase, with the exception of Louis Vuitton, adopted a low risk/control mode of entry contracting local master franchisees to operate their monobranded stores, as in the case of Ermenegildo Zegna and Armani. The choice of store location followed international brand standards, and most of them chose premium street locations in São Paulo and Rio de Janeiro.
As previously reviewed, the ideal mode for experimenting a new market for luxury brands is to establish shop in shop in department stores.  However, this entry mode was not adopted in Brazil because department stores simply do not exist in the country (Diniz et al., 2014).   The only low-risk alternative was provided at the time by a multi-branded store located in São Paulo, Daslu, considered by all interviewees as the luxury pioneer in the country.  Brands were satisfied with the Daslu operation and unwilling to create channel conflicts by establishing DOS anywhere else. As stated by a mall executive: 
 “When trying to convince brands to open their DOS with us, I usually got the same answer ‘we have a partnership with Daslu and we will not make any other movement since we are very happy with the results”
In 2005, Daslu finally became a department store. But immediately after, it faced fiscal problems and owners decided to focus on the private label (Daslu, 2015).  Faced with this situation, some brands decided to keep their Brazilian operation by establishing monobranded stores. However, brands faced difficulties finding proper locations, because premium street areas were not organized enough to receive luxury stores, and shopping malls offered insufficient and unsuitable spaces.  As per a brand’s manager evaluation: 
“Iguatemi São Paulo [shopping mall] was a good location, but tenant-mix was not exclusive, stores like C&A right in the entrance, the architecture is old fashioned… It was not a luxury mall, even if a lot of rich people come by...” 
During the late stage of the Trial Phase, between 2000 and 2005, influenced by the pioneers, brands feared facing difficulties to operate in premium street areas, because of the unclear, non-standardized rules and contracts.  This spatial limitation may have inhibited the establishment of monobranded stores in Brazil, possibly resulting in the inactive years of 2006 and 2007. As stated by a brand’s manager:
“We’d prefer a shopping street location. But here, spaces are very restrictive, with bureaucracy, difficulties we struggle to understand.  Malls were an option, we’d feel more protected, but they were not ready for luxury yet.”
Adoption Phase
During the seven-year Adoption Phase (2008-2014) 24 brands entered Brazil, out of these 18 entered in high commitment mode: 14 through DOS and 4 through joint ventures with local companies (Table 2). The other 6 entered via franchise. In addition to these new entrants, 6 out of 11 brands that entered during the Trial Phase enhanced their commitment level, by changing to DOS.  Reasons for such decisions include the increased attractiveness of Brazil, as well as the natural increase in commitment after experience, predicted by internationalization theories.  
This phase also marked the importance of malls as a primary location for stores: out of 24 new entrants, 22 chose malls to install their monobranded stores, even flagships.  Moreover, 4 out of 11 brands closed their stores in premium streets and concentrated exclusively in malls. Initially in the interviews, motives for this shift in the location pattern with respect to international standards were attributed to local culture by brand executives:
“It’s cultural, Brazilians love malls!”
“It is impossible to be in the shopping streets and not to be in malls.  Brazilians understand fashion from what they learned in malls”
As interviews continued, however, brand executives began to explain the movements performed by the SC industry towards luxury market. In their opinion, important SC companies in Brazil were prospecting luxury brands and some brands opened in or moved to Iguatemi São Paulo.  However, this old mall, as already mentioned, was not ideal to place luxury brands.  A new project sprung in this scenario: a specialized luxury mall, still in its development phase, Shopping Cidade Jardim.  Opened in 2008, bundled in a multi-use complex, the mall was designed to replicate the stylish premium street location and formatted to suit luxury brands specificities including enormous showcases, large-sized stores for flagships and a first floor dedicated to high luxury brands, such as Chanel, Gucci and Louis Vuitton.  As stated by the mall’s commercial director:
“Our desire was to replicate the stylish street environment in a mall, to replicate the main fashion luxury streets in the world… We offered the opportunity for brands to choose the ideal store in the ideal location, as they are used to do in Europe and in the US”
Luxury brands were then intensely prospected by the new international department of the organization and invited to participate in the design of the mall.  The mall owner, the public real estate company JHSF, produced a complete booklet about Brazilian characteristics and providing mall details.  Additionally, in some cases, the mall director herself introduced brand managers to potential local franchisees, as she declared: 
“I was responsible for presenting both the country and the mall to luxury brands.  In fact, we asked them ‘to date us’ and during those years I ‘sold’ this country, a lot... they trusted our information, our skills, our quality...”
“...as in the case of [omitted brand name] who did not want a DOS, I personally introduced him to [franchisee name omitted], now the master franchisee”.
As a result, 11 of 24 brands that entered Brazil during the Adoption Phase located their first, and in some cases only store, in Shopping Cidade Jardim (Table 2).   Competition followed, and the owner of Iguatemi São Paulo launched Iguatemi JK, opened in 2012. Marked by an impressive contemporary architecture and precise location, Iguatemi JK was chosen by 6 other luxury brands to be their entrance door.  According to brand managers, the knowledge demonstrated by both JHSF and Iguatemi about the luxury market was paramount for their adoption of the Brazilian market:
“Iguatemi and JHSF are, in my opinion, companies that understand the desires of luxury brands, their management, their experience...” 
The Adoption Phase also registered the expansion of luxury brands in Brazil through malls.  Rio de Janeiro, the 2nd biggest market countrywide, welcomed 18 luxury brands, mainly located in the Village Mall, a luxury mall developed by one of the biggest SC companies in Brazil (Multiplan).  In parallel, Brasilia and Curitiba, the 3rd and 4th biggest markets respectively, also received luxury brands in the premium malls Iguatemi Brasília and Patio Batel in Curitiba.  A brand manager declared that:
“...it was a time, between 2010 and 2013, with good new malls, luxury malls, premium malls or even traditional malls with special luxury areas” 
Expansion to Brasilia and Curitiba was to be expected given their relevance and consumer purchase power. However, a specific market, previously not considered as high potential, also received an impressive 10 luxury brands, in the Riomar Recife mall, in the north-eastern region of Brazil. Recife occupies the 11th position in GDP/per capta, and, before Recife, two important cities, Porto Alegre and Belo Horizonte, should have been chosen by the luxury brands.  To understand this apparent paradox, this research asked brands and the mall owner, JCPM group, a family owned company, what motivated the decision.  Brands attribute this choice to two reasons: the quality of Riomar Recife mall and the agency of its owner. As declared by a brand manager:
“It’s amazing to see such kind of entrepreneurship in Brazil.  Everyone knows that the northeast is even more complicated than the rest of Brazil, but they managed everything and provided the market with an amazing mall with a highly professional team...  We were confident of their success“.
On the other hand, the SC executive replies that:
“We made strong efforts to convince luxury brands to locate their stores in a hub for all north eastern areas, in a mall with a special area dedicated to luxury”.
Brands strongly recognize that the expansion in Brazil was facilitated by the presence of good companies with a geographically distributed portfolio of malls, helping them to tackle the difficulties of each new market:
“In fact, if you have a good relationship with 4 or 5 companies here, they can help a lot with operation and expansion.  They have a good knowledge of the places where their malls are located, and transfer the information to you.  It was very positive to our brand.” 
Some Brazilian SC companies, namely those identified by brands as the luxury experts, Iguatemi and JHSF, also acted as partners with luxury brands, by operating their monobranded stores in Brazil, either by licensing agreements or by joint ventures. This variation in the mode of entry has not been reported in the literature and is not commonly seen in the SC industry worldwide. The SC owner JHSF operates 5 brands (Pucci, Hermès, Valentino/Red Valentino and Ralph Lauren, as per Table 2). The JHSF decided to take on this role to convince brands to test the Brazilian market with lower risk levels and with a partner specialized in the luxury market: 
“We built a relationship after one, two years of contact.  Then they [the brand] came to us to tell that they wanted us to run their business in Brazil because of our expertise and because we are not a potential competitor”
Iguatemi Shopping Centers, through its subsidiary called I-Retail, operates Lanvin (Table 2).  But it is also the licensee of Diane von Furstenberg, Goyard e Christian Loubotin, luxury brands that were not included in the research as they are not mentioned in the Delloite’s report.  The company CEO said to the international press:
“We provide a 360-degree platform for brands, helping to connect them with local resources if needed or acting as an incubator for them. Brazil is a complicated country to get into due to import taxes, a complex tax system and difficult labour laws... For this reason, we created the I-Retail division to help soften the landing for brands into the country...” (Iguatemi Shopping Centers, 2015) 
The involvement of an SC company in managing brands that are also part of their tenant mix is controversial.  Some interviewees see conflict of interest and relationship problems with other tenants.  Others deem that by acting as a retailer, an SC company is moving away from its core business.
“An SC company acting as retailer may generate conflicts... tenants may feel negatively affected” 
“It is not our core business.  We are a shopping centre company and this is a business for 6 or 7 brands, not a real potential market.” 
Despite some criticism, there is no evidence of problems between tenants and SC companies acting as retailers.  In some cases, SC companies ask for exclusivity of the brand in their malls, but after a period of time this exclusivity may cease.  As an example, although Valentino is operated in a joint venture with JHSF, the brand opened a store in Rio de Janeiro in Shopping Leblon, whose owner is another SC company.
Regardless market difficulties, brands seem satisfied with the decision to enter Brazil with monobranded stores and feel protected when concentrated in malls:
“... No complaints...  Shopping malls in Brazil are excellent, and I think they have the same level of quality of those in the USA, for instance” 
Moreover, luxury brands seem to have found a business environment in malls that keep them away from local idiosyncrasies, culture differences and unclear legal and fiscal Brazilian systems, as a form of institutional protection.  In the words of an interviewee:
[bookmark: _GoBack]“...they bring us safety, not only the social safety, but also a ‘contractual’ safety ... when we deal with companies with international standards, serious people… something that looks organized in a very confusing country...”
The importance of international brands for shopping malls in Brazil
The history of luxury brands in Brazil, with the clear demarcation between two phases, highlights the influence of an actor in the host country. To better understand the motives behind driving SC companies in Brazil into this leading role, this research focused on the information provided by the market and, when possible, triangulated them with theory.   International luxury brands in the tenant mix is recognized by mall executives and specialists as a source of competitive advantage.   Theory says that a good tenant mix is positive for mall patronage, but no specific research approaches international and/or luxury brands specifically.  This research thus identified the elements that are specific to international brands that can be a source of competitive advantage to malls.
Mall image can be improved by means of an “international” tenant-mix. Mainly because of the characteristic of Brazilian consumers, common to some emerging countries, that is the “hunger” for international brands.  
 “...this is a major issue in Brazil... consumers buy a lot when they travel, and for them an international brand, even non-luxury, is a must”
When consumers have a good perception of mall image, intense patronage follows generating footfall benefits to all tenants, including non-luxury, who may sell more and pay better rents. Additionally, international luxury brands usually have high retail productivity and potential for paying better rents:
“...benefits, besides image improving?  …“traffic power” of the brand and the bags, that ‘sell a lot’”
International brands also provide the mall with beautiful stores and bring in retail innovation, as depicted by Rocha e Dib (2002).  Some mall managers also highlighted that international brands are a source of tenants with good financial capacity and high level of professionalism, problems that most of Brazilian monobranded retailers carry.
 “... these brands are huge and strong, they operate worldwide and their chance of failure is likely much smaller than that of local brands.  Avoiding vacancy in malls is fundamental for company´s performance”
In summary, international brands enhance mall image, mall patronage, mall sales, mall overall quality and mall rate of occupancy.  These advantages are plenty to justify why Brazilian SC companies have enlarged their role, leaving the passive position of a commercial real estate provider to assume a proactive position of “ambassador” of the country, as stated by a mall executive:
“… we acted proactively, we got there with the support they needed to come here... it was not a Brazilian government agency who did that, we did that...”
DISCUSSION
Luxury brands in their global expansion found no department stores in Brazil, leaving them the alternative of entering the country with monobranded stores only.  Due to local idiosyncrasies, such as confusing legislation and a different business culture, luxury brands reconsidered standard store placement in premium street locations in pro of concentrating in mall locations, either luxury malls or traditional ones with an upscale-orientation. 
Research evidence pointed to the proactive posture local SC players regarding the attraction of luxury brands to Brazil in the last 10 years, a cycle that concurs with the intense growth of the Brazilian SC industry.  This proactive posture is evidenced when considering that SC companies have moved from their basic role as a commercial real estate provider to an expanded role that comprises: a) selecting and actively prospecting luxury brands desired by local consumers, b) developing luxury malls and traditional malls with luxury sectors, c) providing access to local resources, such as market information and subtleties, and relationship network with potential retail operators, d) developing organizational capacities to deal with luxury market as well as, in some cases, acting as business partners for the brands in Brazil.
Internationalization theory does not account for this extended role of malls in the decision process taken by brands.  To highlight the influence of host market malls in the process, this study detailed the participation of malls in each verifiable step of the entrance and operation of luxury brands in Brazil (Table 3).  When selecting new markets, brand decision is negatively affected by poor ratings regarding economic, social, cultural and/or retail structural conditions of host market. Malls seem to compensate such disadvantages when offering business practices levelled with international standards, reducing psychic distance.  Besides, by intensively seeking the brands, malls may have enhanced the stimuli to enter Brazil, possibly improving the country’s position in the brands’ ranking of potential markets to enter. When deciding mode of entry, luxury brands faced the absence of department stores and difficulties to place monobranded stores in shopping streets and existing malls.  SC companies of host market have developed new malls with special features to attend luxury market requirements. To reduce risk, luxury brands may seek for a local partner.  Malls provide access to local operators and, in some cases, act as the local retail partner, even though their core business is not retail.  Brands learn more and faster with the help of local SC industry, which provide access to local information and network of relationships.  And, lastly, brands expand more quickly, as local SC companies provide a national portfolio of malls.   
The motivation behind this extended-role of malls lies in the local SC industry strategy: international luxury brands are at the same time a point of attraction for “hungry” consumers of an emerging market and a source of new and high quality tenants, helping to improve the overall rents of malls.
CONCLUSION
Luxury brands have chosen malls to place the majority of their monobranded stores in Brazil, as opposed to their international standard, that is to place such stores primarily in premium shopping streets. The efforts of important players in the Brazilian shopping centre industry interfered in brand internationalization decisions, involving market selection, mode of entry and mode of operation in the country.   Motives underlying mall behaviour are strategically oriented, as international luxury brands are, at the same time, a point of attraction for “hungry” emerging market consumers and a source of new and high quality tenants, helping to improve the overall rents of the malls. 
International luxury brands originated in developed economies encounter difficulties when entering and operating in emerging markets which the local shopping centre industry seems to attenuate, by offering high quality malls and business practices with international standards. Local malls are able to offer some “protection” to the foreign brands, representing a “developed island” embedded in an “underdeveloped” environment.
Some evidences of the phenomenon registered in Brazil, that is the participation of malls in the internationalization of retailing, seem to be present in other emerging markets, such as China (Bonetti, 2014), where Italian luxury brands chose primarily mall locations as part of their expansion strategy, Chile (AT Kearney, 2014), where mall owners are also big local retailers, and Turkey (Ozuduru et al., 2014), where shopping streets still resist, but shall learn with mall managers how to provide “effective retail” (p. 156).
Although limited to Brazil and to fashion luxury retailers, the research position taken is one which should contribute to the development of further studies on the relevance of actors in emerging markets, often neglected by internationalization researchers.
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Table 1. Number of monobranded stores in Brazil of 35 fashion luxury brands 
	Shopping Center
	Town/State
	Mall Type
	SC Company
	# Stores
	%

	Cidade Jardim
	São Paulo, SP
	LUXURY MALL
	JHSF (www.jhsf.com.br)
	20
	12,6%

	Iguatemi JK
	São Paulo, SP
	LUXURY MALL
	IGUATEMI (www.iguatemi.com.br)
	19
	11,9%

	Village Mall
	Rio de Janeiro, RJ
	LUXURY MALL
	MULTIPLAN (www.multiplan.com.br)
	16
	10,1%

	Iguatemi SP
	São Paulo, SP
	PREMIUM MALL
	IGUATEMI (www.iguatemi.com.br)
	19
	11,9%

	Shopping Leblon
	Rio de Janeiro, RJ
	PREMIUM MALL
	ALIANSCE (www.aliansce.com.br)
	10
	6,3%

	Riomar Recife
	Recife, PE
	PREMIUM MALL
	JCPM (www.jcpm.com.br)
	10
	6,3%

	Pátio Batel
	Curitiba, PR
	PREMIUM MALL
	SOIFER (www.gruposoifer.com.br)
	11
	6,9%

	Iguatemi Brasília
	Brasília, DF
	PREMIUM MALL
	IGUATEMI (www.iguatemi.com.br)
	7
	4,4%

	Other malls
	Various
	OTHER MALLS
	
	25
	15,7%

	Outlet malls
	São Paulo
	OUTLET MALLS
	
	6
	3,8%

	Airports
	São Paulo/Rio de Janeiro
	PREMIUM LOCATION
	
	9
	5,7%

	Shopping streets
	São Paulo/Rio de Janeiro
	PREMIUM LOCATION
	
	7
	4,4%

	Total stores
	 
	 
	 
	159
	100,0%

	
	
	
	Stores in malls
	143
	89,9%

	
	
	
	Top 8 malls
	112
	70,4%

	
	
	
	
	
	



Table 2. Top 35 fashion luxury brands with monobranded stores in Brazil.

	Brand Name
	Company
	Rank1
	 Sales
USD Mi
	Entry year
	Place of Entry
	Mode of Entry
	Mode of Operation
	Stores in Malls
	Other Location
	Total

	Trial Phase - 1989/2005 - 11 brands
	
	
	
	
	
	Total Stores
	60
	10
	70

	Hugo Boss
	Hugo Boss AG
	19
	       3.017 
	1989
	Street
	Franchise
	DOS
	11
	0
	11

	Louis Vuitton
	LVMH
	1
	     21.060 
	1989
	Street
	DOS
	DOS
	5
	1
	6

	Versace
	Gianni Versace spa
	49
	          526 
	1996
	Street
	Franchise
	DOS
	3
	1
	4

	Emporio Armani
	Giorgio Armani spa
	20
	       2.689 
	1997
	Street
	Franchise
	DOS
	8
	3
	11

	Ralph Lauren
	Ralph Lauren
	8
	       6.945 
	1998
	Street
	Franchise
	DOS
	1
	0
	1

	Wolford
	Wolford ag
	71
	          202 
	1999
	SC/Iguatemi SP
	Franchise
	Franchise
	2
	1
	3

	Diesel
	Only The Brave srl
	23
	       1.904 
	2001
	Street
	Franchise
	Franchise
	13
	1
	14

	Ermenegildo Zegna
	Ermenegildo Zegna spa
	27
	       1.621 
	2001
	Street
	Franchise
	DOS
	5
	0
	5

	Cavalli
	Roberto Cavalli spa
	70
	          237 
	2004
	Street
	Franchise
	Franchise
	0
	1
	1

	Burberry
	Burberry Group
	17
	       3.160 
	2004
	SC/Iguatemi SP
	Franchise
	DOS
	8
	0
	8

	Salvatore Ferragamo
	Salvatore Ferragamo spa
	29
	       1.483 
	2005
	SC/Iguatemi SP
	Franchise
	DOS
	4
	2
	6




	Table 2. Top 35 fashion luxury brands with monobranded stores in Brazil (cont.).


	Brand Name
	Company
	Rank1
	 Sales
USD Mi
	Entry year
	Place of Entry
	Mode of Entry
	Mode of Operation
	Stores in Malls
	Other Location
	Total

	Adoption Phase - 2008/2014 - 24 brands
	
	
	
	
	
	Total Stores
	83
	6
	89

	Gucci
	Kering
	6
	       7.990 
	2008
	SC/Iguatemi SP
	DOS
	DOS
	6
	0
	6

	Longchamp
	Longchamp sas
	46
	          584 
	2008
	SC/Cidade Jardim
	DOS
	DOS
	3
	1
	4

	Max Mara
	Max Mara Fashion Group
	26
	       1.665 
	2008
	Street
	Franchise
	Franchise
	2
	1
	3

	Hermes
	Hermès
	12
	       4.481 
	2009
	SC/Cidade Jardim
	Licensing3
	J/V3
	1
	0
	1

	Carolina Herrera
	Soc Textil Lonia SA
	62
	          297 
	2010
	SC/Cidade Jardim
	Franchise
	Franchise
	5
	0
	5

	Chanel 2
	Chanel S/A
	n/a
	 n/a 
	2010
	SC/Iguatemi SP
	DOS
	DOS
	3
	0
	3

	Bottega Veneta
	Kering
	6
	       7.990 
	2011
	SC/Iguatemi SP
	DOS
	DOS
	2
	0
	2

	Kate Spade
	Kate Spade LLC
	54
	          462 
	2011
	Street
	J/V
	J/V
	7
	2
	9

	Prada
	Prada spa
	14
	       4.251 
	2011
	SC/Cidade Jardim
	DOS
	DOS
	7
	0
	7

	Pucci
	LVMH
	1
	     21.060 
	2011
	SC/Cidade Jardim
	Licensing3
	Licensing3
	1
	0
	1

	Coach
	Coach
	11
	       5.075 
	2012
	SC/Morumbi
	Franchise
	Franchise
	9
	2
	11

	Dolce&Gabbana
	Dolce & Gabban srl
	33
	       1.216 
	2012
	SC/Iguatemi JK
	DOS
	DOS
	7
	0
	7

	Lanvin
	Jeanne Lanvin sa
	66
	          255 
	2012
	SC/Iguatemi JK
	Licensing3
	Licensing3
	1
	0
	1

	MiuMiu
	Prada spa
	14
	       4.251 
	2012
	SC/Iguatemi JK
	DOS
	DOS
	3
	0
	3

	Red Valentino
	Valentino Fashion Group spa
	45
	          590 
	2012
	SC/Cidade Jardim
	J/V3
	J/V3
	2
	0
	2

	Tory Burch
	Tory Burch LLC
	40
	          760 
	2012
	SC/Iguatemi JK
	DOS
	DOS
	6
	0
	6

	Valentino
	Valentino Fashion Group spa
	45
	          590 
	2012
	SC/Cidade Jardim
	J/V3
	J/V3
	4
	0
	4

	Dior
	Christian Dior Couture
	25
	       1.840 
	2013
	SC/Cidade Jardim
	DOS
	DOS
	1
	0
	1

	Fendi
	LVMH
	1
	     21.060 
	2013
	SC/Cidade Jardim
	DOS
	DOS
	1
	0
	1

	Michael Kors
	Michael Kors Hold
	21
	       2.181 
	2013
	SC/Village Mall
	J/V
	J/V
	7
	0
	7

	Tods
	Tod's spa
	32
	       1.267 
	2013
	SC/Iguatemi JK
	DOS
	DOS
	2
	0
	2

	Brunello Cucinelli
	Brunello Cucinelli Spa
	57
	          359 
	2014
	SC/Cidade Jardim
	DOS
	DOS
	1
	0
	1

	Giorgio Armani
	Giorgio Armani spa
	20
	       2.689 
	2014
	SC/Cidade Jardim
	DOS
	DOS
	1
	0
	1

	Moncler
	Moncler spa
	39
	          802 
	2014
	SC/Iguatemi JK
	DOS
	DOS
	1
	0
	1

	
	
	
	
	
	TOTAL STORES IN BRAZIL
	143
	16
	159


1 - Ranking as per Delloite´s Global Powers of Luxury (2014)
2 - Despite not ranked, Chanel is mentioned as a top brand in the Delloite´s Global Powers of Luxury (2014)
3 - With local SC Company




Table 3. Shopping Centre of host market implication in the internationalization process of foreign luxury brands.

	When
	What brands do?
	Theory says...
	What malls do?

	Selecting entry markets
	Evaluate market conditions, including retail structure.
	Market entry ranking is affected by poor ratings.
Brazil faces local and emerging countries problems.
	Compensate local disadvantages, offering malls and business practices levelled with international standards.

	
	
	
	Stimulate entry in the country, by proactively inviting brands

	Deciding how to entry
	Choose the entry mode following a scale ranging from low to high commitment, in view of the risk and attractiveness of the host-market.

	Entry starts through department stores. 
Monobranded stores placed in premium location shopping streets.
High psychic distance lead to less commitment to the host market.
To reduce risk, brands may seek local partnership
	In the absence of department stores and due to the decay or urban environment, companies developed special malls to attend luxury brands requirements.
Reduce psychic distance, by offering malls and business practices levelled with international standards.
Provide access to local operators and, in some cases, act as brands’ partner in the host market.

	Evaluating local operation performance
	Learn how to operate in the market and evaluate adaptation
	Monobranded stores enhance learning
	Accelerate learning by providing access to host market information and relationship network

	
	Enlarge network of stores throughout the market
	In big and unknown markets, brands expand slowly
	Facilitate national expansion by providing a geographical distributed portfolio of malls with a centralized management. 



