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[Field Research]

A Study on the Retailer's Global Expansion Strategy and Supply Chain Management

Focus on the Metro Group
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Abstract

Purpose - The structure of retailing has changed as retailers
develop markets in response to business environment changes.
This study aims to analyze the general situation of retailers in
order to predict future global strategy using case studies of
overseas expansion strategy and the Metro Group’s global
strategy.

Research design, data, and methodology - The backgrounds
to the new retail business model and retailer classification are
analyzed as theoretical data. In addition, the key success point
of the Metro Group’s “cash and carry” strategy is analyzed as
is the Metro Group’s global CFAR (collaborative planning, fore-
casting, and replenishment) strategy. Finally, the plan for coop-
eration and precise forecasting under the Metro Group’s supply
chain management are analyzed from the promotion environment
viewpoint. Related materials analyzed included the 2012 annual
report, the Metro Group’s web page, and a video interview with
the executive in charge of global strategy and the new market
development department. Some data were revised to avoid dis-
rupting essential aspects of the case studies.

Results - The important finding was that the Metro Group
could be a world-class retail company with its successful global
expansion strategy. The Metro Group’s global strategy’s primary
goal is to have a leading business position in Eastern and
Western Europe. The “cash and carry” strategy is highest prior-
ity in its overseas expansion strategy. Moreover, the Metro
Group has standardized product planning capacity, which could
be applied in various countries with different structural and cul-

* 1st Author. CEO, Boazfood co, Ltd. Seoul. Korea. Tel
+82-10-9460-9293. E-mail: kdyl128@naver.com.
** 2st Author. CEO, Hanmunch co, Ltd. Seoul. Korea. Tel
+82-10-9266-9634. E-mail: knoukey@naver.com.
***  Corresponding  Author.  Professor, Department of Business
Management, Sejong University, Korea. Tel : +82-10-8206-5411.
E-mail: rmi2llee@hanmail.net.

tural backgrounds. This is the main reason that the Metro
Group could rapidly become successful in the Eastern Europe
and Asian markets through its structural overseas expansion
strategies. In addition, the Metro Group emphasizes the im-
portance of supply chain management.

Conclusions - First, retailers should create additional value
through utilizing the domestic market, market power, and econo-
mies of scale to launch a global strategy to maximize benefits
from diversification. Second, the political, economic, and cultural
background of the target country needs to be understood to
successfully implement the overseas expansion strategy. Third,
the main factor of successful cooperation with a local partner is
how quickly the company gains total understanding of the busi-
ness resources and core competence of its partner. All organ-
izations should focus on the achievement of goals in order to
successfully operate the partnership. Fourth, retailers should im-
prove their business, financial and organizational structure.
Moreover, the work processes and company culture should also
be improved to respond strongly in the competitive global
market. Fifth, the essential point of a successful retail business
is the control capacity of its branding and format. The retailer
could avoid forecasting errors through supply chain management
by perfectly distributing the actual amount of its inventory. In ad-
dition, the risks along the supply chain are effectively shared
between the supply chain partners. Finally, the central tendency
of the market is to gain in strength with this taking place across
all parts of the business.

Keywords Metro Group, Cash & Carry, SCM, CPFR,
Retail's.
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Execution Rotpllar Markst 3
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<H 2> HEZ 1 EzlcY 12

PROPERTIES *

equivalents as of closing date 31 December)?

Real
Locations® 421
Number of countries’ 6
Real sales revenues? €11.2bn
EBIT? €134mn
Real employees
(full-time equivalents as of closing date 31 52,214
December)?
Total number of articles in product line? up to 80,000
METRO Cash & Carry
Locations® 743
Number of countries’ 29
Sales? €31.2bn
EBIT? €1.1bn
Headcount (full-time equivalents as of closing 116,408
date 31 December)?
Articles, food assortment? ca. 20,000
Articles, nonfood assortment? ca 30,000
Saturn
Locations® 704
Number of countries’ 15
Sales Media Markt and Saturn? €20.6bn
EBIT Media Markt and Saturn? €542mn
Headcount Media Markt and Saturn (full-time 58,660

Articles, overall assortment?

un to around

equivalents as of closing date 31 Decemver)?

100,000
Media Markt
Locatins' 704
Number of countries’ 15
Sales Media Markt and Saturn? €20.6bn
EBIT Media Markt and Saturn? €542mn
Headcount Media Markt and Satum (full-time 58,660

ojclof ot
A E(Media Markt), MXIHE Q& ©ME AjE(Saturn), sty 22
Ol ZH2{2|0f 7t =S = (Geleria Kaufhof)O|Ct. 93, OFA|O}, Of=
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. ) un to around
Articles, overall assortment 100,000
Galeria Kaufhof
Locatins’ 137
Number of countries’ 2
Sales? €3.5bn
EBIT? €121mn
Headcount (full-time equivalents as of closing 19257
date 31 Decemver)? ’

activities
Investments 1,683 2095 1437 -31.4
Depreciation/amortisation 1,427 1350 1635 211

Equity 6,640 | 6437 | 6101 5.2
Equity ratio (%) 18.4 18.9 17.5 -
Net debt 3478 | 4075 | 3245 | -204

Employees [annual
average headcount]
Locations 2131 2187 2243 2.6

283280 | 280856 | 278811 -0.7

Status 31 December 2012 . status 31 December 2012
source : Metro Group Annual Report(2012), Consolidated financial
statements of METRO AG, Sustainability Report

<E % UEZ 18 ZY HE

€ million 2010 | 2011 | 2012 | °hange
in %
Key financial 1&!s
Sales [net] 67,258 | 65,926 | 66,739 1.2
METRO Cash & Carry 31,095 | 31,121 | 31,636 1.7
Real 11,499 | 11,032 | 11,017 -0.1
Media-Saturn 20,794 | 20,604 | 20,970 1.8
Galeria Kaufhof ,3584 3,119 3,092 -0.9
Others 286 50 24 -51.5
EBITDA 3,591 3,429 3,014 -12.1
EBITDA pefore special 3,726 3,651 3,292 9.8
items
EBIT 2,211 2,113 1,391 -34.2
EBITDA pefore special 2415 2,372 1976 16.7
items
METRO Cash & Carry 1,104 1,148 947 -17.5
Real 132 134 102 -23.6
Media-Saturn 625 542 326 -39.7
Galeria Kaufhof 138 121 136 12.4
Real Estate 698 643 652 14
Others -282 -197 -168 14.7
Consolidation 0 -19 -20 -14.8
Financial result -581 -640 -581 9.4
Flnan0|a|.res.ult before 581 -640 559 128
special items?®
Earnings before taxes 1,630 1473 810 -45.0
Earnings before taxes
and 1,834 1732 1417 -18.2
special items?®
Profit or Iqss for the 936 741 101 -86.3
period
Profit or loss for the
period 1,139 979 717 -26.8
before special items®
€
Earnings per share 26 103 0.01 995
[basic=diluted]
Earnings per share 312 | 263 | 180 | -27.9
before special items
D|V|dendsr?§:eord|nary 135 135 10 25.9
Dividend sﬁgrzreference 1485 1.485 1.06 286
Cash flow from operating | 2514 | 2002 | 2340 | 119

Selling space[1,000m’] 12771 12954 | 13003 0.4
source : Metro Group Annual Report(2012),
Consolidated financial statements of METRO AG, Sustainability Report
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source : Metro Group Annual Report(2012),
Consolidated financial statements of METRO AG, Sustainability Report
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