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ICA and Kesko form Baltic JV 
Company in the Baltic States.
 Ica Sweden AB and Finlandõs 
Kesko Food Ltd have formed a 
joint venture in partnership while 
merging their food chains in Estonia, 
Latvia and Lithuania. They expect 
that Baltic will generate û 550 
million in sales with a 15% share of 
the market in 2004 and 25% within 
three years. Through this operation, 

both partners try to reach a leading 
position in the grocery market in the 
Baltics estimated at û 4.7 billion in 
2003.
 Once the agreement approved 
by the authorities, the new entity 
should start operating in summer 
2004. It will have no þnancial impact 
on both companies but should 
generate synergies from better 
prices through increased negotiating 

INTERNATIONAL
Disinflation is good for 
consumers but affects 
retailing.
 Prices of the same items have 
been tending to decline for þve 
years in key categories. It is called 
disinÿation, which means that 
retailers have to increase their sales 
in order to reach the same level as 
the year before. Operating costs keep 
growing, especially in sectors such as 
health and fuel, and transportation 
costs are weighing on an activity, 
which needs to be more proþtable 
through a wider technological 
efþciency. Wages increase also but 
they have been partly kept down.
 To be more proþtable in all sectors, 
companies will have to increase their 
yearly sales by 1% to 2.5%. Ten years 
ago this þgure would have been 5%.
 Recently, Universal Music, which 
accounts for almost 30% of the CDs 
market, cut its prices in order to 
boost music sales. Sony, Warner, EMI 
and others followed the way.
 In the consumer electronics þeld, 
including radios and CD players, 
prices have fallen on the average of 
13% per year for the past þve years, 
a heavy decline for an industry that 
works on very thin margins and the 
lack of new products cannot stop this 
trend.
 As concern apparel, prices have 
fallen as the production has moved 
to countries such as China and, 
according to estimates, prices have 
decreased by 2% to 3% since 2000. 
Chinaõs share of the world apparel 

exports grew from 4% in 1980 to 
16,7% in 1998 and might reach 45% 
by 2005.
  All global retailers such as 
Carrefour or Costco, Samõs or Metro, 
Federated or JCPenney, have moved 
to China for their purchases because 
of price and quality differences. In 
fact, production costs are much lower 
there. But all this has a negative 
impact on the retail industry. The 
lack of job security and creation, 
either through capital spending or 
new formats, is worrying for the 
future of retail development.
 Moreover, there is a trend 
among low-margin retailers who 
try to seize a greater share of the 
upscale shoppers such as Wal-
Mart, which introduced George, the 
British apparel brand, in 3,000 of its 
discounts and supercenters.

Monthly wages per worker (in 
US$) in the following cities and 
countries.
cities countries wages
Shanghai China 153-261
Dalian China 64-151
Shenyang China 117-193
Chongquing China 104-161
Shenzhen China 103-339
Taipei Taiwan 749-1,308
Bangkok Thailand 163

Indonesia 108
Ho Chi Minh 
City

Vietnam 101-134

New Delhi India 138
U.S.A *1,687

Sources : Deloitte Research and Loeb 
Associates * estimate
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power, development of the store 
network and logistics.
 Estonia is the largest market 
for Kesko with a 23% share and 
Latvia for Ica (17%). Both operate 
140 hypermarkets, supermarkets, 
discounts and logistics centers in the 
Baltic States.
 Kesko has 6 City Markets in 
Estonia and owns Saastumarket, the 
countryõs largest low-price grocery 
chain with 45 stores. It owns also 
one SuperNetto store and a logistics 
center in Tallinn. In Latvia, Kesko has 
5 Citymarkets and 11 SuperNetto.
 Ica operates 5 Rimi supermarkets 
in Estonia, 33 Rimi supermarkets 
and 4 Rimi hypermarkets in Latvia, 
one logistics center in Riga and 
one in Vilnius. It also owns 32 
supermarkets and hypermarkets in 
Lithuania. Ica Sweden AB is a unit of 
Ica AB whose majority of the capital 
is owned by Dutch retailer Royal 
Ahold.
Source : Dow Jones

Some future shopping centre 
projects.

Source : European Retail Space
(*) the shopping center is built for the 
Olympic Village, next to the stadium. It has 
two levels and 2,500 parking spaces. The 
developer Lamda invests in South and East 
Europe (in the Lake View condominium in 
Bucharest, Romania).
(**) Mediterranean Cosmos is the first 
and largest shopping and leisure mall in 
Northern Greece. It is being developed 
by Lamda Development and the Sonae-
Charagionis joint venture.

 Of a total of û 30 billion invested 

in Europe between 1999 and 2002 
almost û 17 billion have been 
invested in United Kingdom which 
had a record year in 2002 with over 
100 transactions and a volume of 
approximately û 6 billion.
 Excluding the U.K, an average 
year would register one hundred 
transactions and over û 3 billion 
invested. An average transaction is 
worth û 30 million or lower than 
in the U.K as large anchors are 
generally sold with the rest of the 
center. 
 While focusing on continental 
Europe, targeted markets have been 
Southern countries such as Spain, 
France and Italy, which accounted 
for approximately 60% of the 
investments in shopping centers. 
Spain is coming þrst with over û 3 
billion injected in four years.
 New targeted countries are 
Finland and Poland. Netherlands 
and France are investment leaders 
followed by Germany and United 
Kingdom. The French are particu-
larly present in the Latin countries 
of south Europe; Germans are 

especially interested in 
Central Europe because 
of the geographic proxi-
mity.
 The French generally 
build small galleries 
with hypermarkets as 
anchor stores while 
German funds prefer 
big box stores of more 
than û 100 million. The Dutch are 
interested in all markets and all sizes 
of deals. United Kingdom must be 

analyzed separately.
 The Czech Republic has the largest 
hypermarket space per capita in Central 
Europe with 1 sq.m. Hungary is the 
unquestioned leader in the rush to 
develop a modern investment market. 
Yields have fallen faster in the retail 
trade than in Warsaw or in Prague 
and further declines are expected in the 
medium term. Poland would have the 
largest number of shopping centers in 
the pipeline in the region with less than 
1 million sq.m due to open in 2004.

CENTRAL & EASTERN 
EUROPE

POLAND
Retail evolution.
 In 2003, according to PMR 
Ltd there were 72,575 retail and 
wholesale outlets in operation in 
Poland including : 
- 163 hypermarkets 
(5,000 sq.m average area) 21%
of the total retail sales,
- 228 cash & carry 20

- 11,565 grocery 
stores 18.5
- 1,016 super-
markets 10.5
- 1,104 discounts 
stores 8
- 57,000 kiosks 5
- others* 16
include 122 DIY 
stores, 109  home 
furnishing outlets, 
164 department 
stores, 402 drugs-
tores and 702 con-
sumer electronics 
outlets

The consolidation trend among 
large retailers gained strength in 
2002. In July 2002, Tesco bought 
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country location name GLA 
(sq.m)

store 
number

developer opening
date

Belgium Antwerp
Antwerp

Den Tir
City Festival Hall

14,000
20,000

N.A
N.A

AM 2005
2006

Germany Pforzheim Schlºssle-Galerie 14,500 N.A AM 2005
Greece Athens

Pylea (Thes-
saloniki)

Maroussi Centre (*)
Mediterranean 
Cosmos (**)

60,000
45,000

240
226

Lamda Dev.
Lamda Dev/
Sonae

2004
2005

Netherlands Eindhoven
Dordrecht
Arnhem

Piazza Center
Statenplein
Musikwartier

24,000
29,000
32,000

30
N.A
N.A

William Prop.
AM
AM

2004
2004
2006

Portugal Viseu
Funchal

Forum Viseu
Forum Madeira

18,500
20,000

N.A
N.A

AM
AM

2005
2005

Czech Republic Plzen
Olomuc

Olympia Plzen
Olympia Olomuc

35,000
33,590

N.A
N.A

AM
AM

2004
2004

Rep.of Ireland Dublin Galway shop.centre 4,993 36 Dublin 
Docklands

2004

Spain Leon Espacio Leon 37,000 N.A AM 2004
United Kingdom Antrim

Belfast
Junction One
Victoria Square

20,500
75,000

N.A
70

Guinea Group
AM

2004
2007

The leading retail chains in Poland in 
2002 by sales.

rank company sales 2002
 (mio zlotys)

country of 
origin

1 Metro AG 10,505 Germany
2 Jeronimo Martins 4,927 Portugal
3 Carrefour Polska 3,500 France
4 Auchan Polska 3,483 France
5 Casino Group 3,363 France

Sources : Retail Poland, PMR Ltd 1 zloty = 0.241349 € 
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15 Hit hypermarkets from the 
German Dohle. Two months later 
Jeronimo Martins sold 5 Jumbo 
hypermarkets to the Dutch Ahold for 
approximately û 20 million which 
adopted the Hypernova banner. In 
February 2003, the Portuguese chain 
announced his intention to expand 
its Biedronka chain (680 discount 
stores) and open 50 units in 2004. In 
March 2003 it sold its 80 Eurocash 
Cash & Carry to a group gathering 
former managers for û 30 million. 
In addition, the British Kingþsher 
might sell its Nomi DIY storesé 

 In 2004, Saturn, a branch of the 
German Metro, will enter Poland 
and plans to open at least 15 white 
goods stores in the heart of Gdansk, 
Poznan, Wroclaw, Krakowé or in 
shopping centers over 2007. They 
represent an investment of û 24 
million. Media Markt, Metroõs 
consumer electronics branch, 
present in the Polish market since 
1998, operates 17 stores of 3,000 sq.m 
average area. In order to manage the 
expansion of both banners, Media 
Saturn Holding Polska will be 
formed in 2004. 

RUSSIA
Turkish companies invade 
Central Asia and Russia.
 The þrst years after the Soviet 
Union broke up, Turkish companies 
invaded the region building roads, 
bridges and airports, showing the 
way for other investors.

 After the þrst wave, like many 
other foreign investors, they backed 
off because of economic and political 
uncertainties. But today they come 
back and this time they invest in 
retail, consumer goods and services. 
In 2003, Migros opened 9 Ramstore 
units bringing soon its total to 31 in 
Russia, Kazakhstan, Azerbaijan and 
Bulgaria. òWe plan to invest US$ 100 
million a year in new stores for the 
next several yearsó says Omer Bozer, 
general manager of Migros.

 Consequently, the amount of 
Turkish investments in the countries, 
which were formerly part of the 
Soviet Union, has jumped by US$ 1.6 
billion since January 2002 according 
to Turkeyõs Foreign Economic 

Relations Board. Accordingly, 
since 1991 the total invested in the 
region by Turks amounts to US$ 6.3 
billion including US$ 1.3 billion in 
Kazakhstan, US$ 1 billion in Russia 
and US$ 1.25 billion in Turkmenistan 
which makes Turkey one of the top 
ten foreign investors in the region 
with the U.S, Germany, Korea, 
Canada and China.

 But Turkish companies do not 
build stores only, they þll them with 
Turkish goods. Turkish factories 
close to new retail stores produce 
a growing part of televisions, DVD 
players, computers, food products, 
cosmetics and beverages. Thus 
Anadolu Efes has just completed 
its third brewery in Russia and 
the second in Kazakhstan; Vestel, 
a Turkish electronics industrialist, 
has built a television factory in 
Alexandrov, in the suburbs of 
Moscow, whose production capacity 
is one million units per year; Evyap, 
a detergent and soap manufacturer, 
is completing a new plant in 
Ukraine, Turkcell, the cellular giant, 
which has 41.5% of Fintur Holdings, 
a joint-venture in partnership with 
the Finnish Telia Sonera, owns the 
majority of shares in the cellular 
networks of Georgia, Moldavia, 
Kazakhstan and Azerbaijan.

 These new markets attract Tur-
kish companies for a certain number 
of reasons : þrst their proximity, then 
margins are higher than in the Euro-
pean Union countries and a popu-
lation who is craving for consumer 
goods after 70 years of restrictions. 
òThe growing middle class in Russia 
is a major factor in our decision to 
expand thereó says a member of Ves-
telõs executive board. In fact, Vestel, 
which has invested more than US$ 
30 million in its Russian television 
plant, wants to grow up to US$ 60 
million in order to triple its produc-
tion capacity to 3 million units a year. 
The last reason is that Turkish com-
panies want to become more global.
Source : Business Week, Louisa Edgerly in 
Istanbul.

Sales tax disappears and 
retailers cut prices. 
 Members of Retail Trade 
Companies, including large chains 
such as Kopeika, Perekryostok, 

Paterson, Petrovsky, M.Video and 
Mir, agreed to cut prices by 5% 
in 2004 starting January 1st. This 
decision follows the decision by the 
government to drop the sales tax on 
the same date.

 Some companies will cut prices 
of all their goods and others of some 
speciþc products by 5%. All retailers, 
even those who did not sign any 
agreement, declared they would 
lower their prices.

 The 5%-sales tax in use in most 
regions including Moscow was 
introduced as a temporary measure 
in 1999. It ended existing on January 
1st I in spite the Doumaõs attempt to 
extend it into 2004.

 The German Metro, which also 
follows the movement, declared that 
it will lower prices following the 
drop of value added tax from 20% to 
18% this year.

 These decisions could affect 
low-income consumers but as this 
category generally prefers shopping 
cheaper traditional markets, this 
price cut may be unnoticed as well 
as to higher-income Russians. 
Source : The Moscow Times

In Moscow, a shopping and 
leisure mall, which has been 
delayed since 2002, may start 
its construction in 2004 to be 
completed in 2005.
 It would be located near the All-
Russian Exhibition Center. It has 
been postponed for one year and real 
estate specialists think that it should 
be totally redesigned. It is a four-story 
project with 60,000 sq.m of sales area 
and its investment amounts to US$ 
60 million according to estimates. 
Its immediate competitor will be 
the nearby Rostokino center (15,000 
sq.m) and, according to the general 
manager of Magazin Magazinov, Obi 
and Real might be its anchor stores.

WESTERN EUROPE

FRANCE
Carrefour is in line with its 
2003 objectives.



 As previously stated, the worldõs 
second largest retailer, has reported 
its 2003 sales grew by 6% to û 79 
billion including VAT but excluding 
currency rate; on current exchange 
rates, they rose 2.9%. It conþrms its 
objective of a double-digit growth 
in EPS in 2003 to be unveiled next 
March. During this exercise it opened 
920 stores bringing the total park 
to 10,385 outlets as of December 31.

 In the 4th quarter, the economic 
environment was difþcult in France 
and, in China, 8 hypermarkets, 
scheduled to open at the end of the 
year, have been postponed to the 
þrst quarter 2004.

 In December 2003, Carrefour sold 
20 shopping malls in 5 countries 
(France, Spain, Italy, Greece and 
Portugal) to Klepierre for a total 
amount of û 230 million. 
  Carrefour is retreating from 
Chile. It entered the country in 1998 
and had invested US$ 100 million in 
7 hypermarkets located in Santiago. 
It just sold them for û 100 million 
to the local retailer Distribution y 
Servicios (D&S, 30% share of the 
market). 

Leclerc generates 3% only of its 
sales outside France.
 The Groupement des Centres 
Leclerc generates 3% only of its 
sales (û 26 billion including 60% in 
food) outside France with 32 stores 
including 10 in Italy, 8 in Poland, 7 
in Portugal, 6 in Spain and one in 
Slovenia of a total of 561 units (391 
hypermarkets, 131 supermarkets and 
39 specialty stores). In 2004 ten more 
hypermarkets will be opened in Italy.

 In the þrst step, Edouard 
Leclerc, 75 year old, founder of the 
Centres Leclerc empire in 1949, met 
difþculties pushing his members 
to enter foreign countries as they 
had no money either. In the next 
step, Leclerc signed agreements 
with independent networks such as 
the Italian Conad, but without any 
further evolution.

 At the end of 2003, Edouard 
Leclerc sold his 170 brands to his 
Groupement, ACDlec, -which 
gathers 460 members owners of their 
stores,- holding the exclusive use 

since 1986. These brands include : 
Leclerc, Leclerc Jeans, Leclerc 
Voyages (travels), les Man¯ges ¨ 
Bijoux (jewel stores). The transaction 
would amount to û 120 million 
including 40 million paid cash and 
û 80 million over 15 years. While 
some þnd it expensive, this way 
the Groupement is gaining strength 
as regards its foreign partners such 
as the Italians, members of ACDlec, 
and in the competition against giant 
retailers.

Rallye has sold The Athlete’s 
Foot and could divest of 
Cdiscount.
 Rallye, the holding company of 
the French Jean-Charles Naouri, 
has decided to sell the American 
sporting goods chain, The Athleteõs 
Foot, to his management team for an 
undisclosed amount.

 The Athleteõs Foot (150 corporate 
and 566 franchise units in 45 foreign 
countries worldwide, US$ 172.1 
million sales), owned by the French 
Rallye, accounts for less than 1% of 
the holding companyõs revenues and 
registered a û 5.9 million loss in the 
þrst half 2003 in spite of measures 
used in 2001. This program aimed 
to reduce corporate-owned store 
number, develop the franchise 
network, cut headquarters expenses 
and streamline stocks. The same year, 
Rallye had capitalized The Athleteõs 
Foot again whose assets was 
negative at US$ 28 million in 2000.

 In 1981 Rallye had bought 49% 
of the Lando familyõs stake who 
founded The Athleteõs Foot in 1971, 
then it grew to 100% in 1984. In the 
beginning, the chain was specialized 
in athletic footwear and textile. In 
1994, it hyper specialized to keep 
shoes only. 
 Moreover, Rallye could divest 
of Cdiscount, Franceõs leading e-
commerce retailer ahead of Fnac.fr 
and Amazon.fr. It earned û 736,000 
in 2002 on û128,7 million sales (û 
200 million are expected in 2003). 
Rallye might also list it on the French 
stock exchange this very year.
 Three brothers Charle, who still 
own 40% of the capital, founded 
Cdiscount in 1999. Rallye and Casino 
have respectively taken 9% and 51% 
of its capital in 2000. 

Benetton invests û 430 million 
(US$ 526.06 million) to enlarge 
its product line.
 In order to gain new customers, 
Benetton has decided to reposition 
its brand to boost proþts according 
to a four-year plan. Its new offering 
will be expanded to high-quality 
merchandise, beauty products, 
accessories and homewear.

 Moreover, the Italian company 
concentrates to speed the supply 
chain up and increase royalties 
from licensing agreements. In 
Europe, where it does 80% of its 
business, consolidated sales in 
2003 should drop to û 1.85 billion 
from û 1.99 billion in 2002 and 
drop again in 2004 to û 1,8 billion 
before rising again to û 2.19 billion 
in 2007. Earnings will follow the 
same way : before interests and 
taxes they will fall to û 231 million 
in 2004 from û 243 million in 2002 
and fall again to û 223 million in 
2004 to rise again to û 324 million 
in 2007. 

 In fact, due to its dull and low-
quality apparel, Benetton is suffering 
from the growing competition led by 
Zara and Hennes & Mauritz, which 
recently entered Italy. 
 According to its plan, Benetton 
(5,00 stores in 120 countries) 
plans to invest more than û 430 
million including half to remodel 
existing stores and to open new 
outlets. More than û 90 million 
will be poured into production 
and logistics and û 50 million in 
technology. Furthermore Benetton 
tries to reduce the lead times for 
new items into stores and improve 
its communication on what it is 
selling and what is not.

 Other key elements of its plan 
include :
- operating an accessories business 
related to apparel and footwear 
in order to increase sales to û 130 
million by 2007 from û 60 million 
in 2003,
- using licensing to develop new 
product categories and reach new 
markets to increase sales from û 10 
million in 2003 to û 23 million in 2007,
- focusing on more expensive 
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products such as coats and brands 
such as Sisley,
- introducing mid-season collec-
tions,
- diversifying the groupõs geographic 
presence in countries such as China, 
South Korea, India, Russian and 
Eastern Europe and adapting 
products and logistics to local 
markets,
- franchising : 400 to 500 outlets will 
be opened through 2007. Big box 
stores are planned to open in Paris in 
2004 and in Munich in 2005.

UNITED KINGDOM
Wm Morrison, U.K’s fifth-
largest food retailer, has 
agreed a new bid of £ 3.05 
billion (û 4.27 billion) for 
Safeway on December 15, 
2003.
 Its former bid, dating back to 
January 9, 2003, valued Safeway, 4th 
largest supermarket chain at Ã 2.9 
billion (û 4.14 billion). According to 
the new bid of the only one candidate 
of four supermarket chains cleared 
by the Competition Commission 
authorities, one Morrison share can 
be offered plus 60 pence cash for each 
Safeway share. The parity represents 
a 33% premium for Safeway 
shareholders. In this new context, 
Morrison shareholders will own 60% 
of the new group compared to 53% 
in the former bid. Accordingly, the 
Morrison family share will decline 
from 30% to 18%.

 Wm Morrison hopes to close 
this operation by March 31, 2004. It 
is the end of a war between Tesco, 
Asda/Wal-Mart and J.Sainsbury 
that started one year ago. In the next 
step, Morrison will sell 52 of the 480 
Safeway stores, which could offer him 
Ã 636 million in cash. The new group 
will have 552 units and Ã 13 billion of 
sales (û 18.57 billion). Ã 525 million 
(û 750 million) will be invested 
per year until 2006 to remodel 
these units and open new ones.

 Morrison is a family owned 
company, founded in 1899 by the 
father of the current president, who 
bet on a good service and quality at 
low prices. In 2002, it reported sales 
of û 6.69 billion (+7.6%) and pre-
tax proþt grew by 13.8% to û 409.5 

million. In the quarter to December 
7, comp-sales had increased by 9.6%.

 Safeway is an upscale retailer 
operating at higher prices while 
leading promotions campaigns. 
But Morrison has to act faster than 
previously thought as Safeway 
reported a decrease of its proþt in the 
þrst half 2003. It is also losing market 
share and its image is deteriorating. 
Morrison has promised price cuts 
(6% from 5% previously planed) 
to boost by 21% sales of the larger 
supermarkets and by 10% sales of 
the smaller once they have adopted 
the Morrison banner. 
 Moreover, Morrison hopes to 
spare Ã 215 million (û 307 million) a 
year in cost savings by January 2008 
from Ã 250 million (û 357 million) 
previously planed in its þrst bid. 
 The new group will hold a 
combined market share of 15,6% 
behind Tesco (26.8%), Asda (16.7%) 
and Sainsbury (16%).
 
Virgin plans to sell part of its 
stake in Megastore in order 
to finance expansion while 
keeping the control.
 The British company, which is 
owned by Sir Richard Branson, is 
discussing with several venture 
capital þrms, especially American, 
and expects to close the operation, 
whose amount is not disclosed, early 
2004. According to some sources, it 
could be valued at no more than Ã 80 
million (û 114 million).

 These funds would be used 
to remodel its 160 entertainment 
Megastores to copy its ÿagship 
store on Oxford Street in London, 
open new units and reposition its 
offer while expanding categories 
such as books, gadgets and general 
merchandise.
 Record stores are under pressure 
on prices and margins because 
supermarkets have moved into this 
market and the growing popularity of 
downloading music from the Internet. 
 
According to Companies House, 
Virgin Retail has reported a loss 
before tax and exceptional items 
of Ã 5.78 million (û 8,26 million) in 
the 2001-2 exercise on sales of Ã 390 
million (û 557,15 million).
Source : Retail Week
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In short… In Canada, 
Hudsonõs Bay may be taken over 
by an American industrialist.
 The chairman of Maple Leaf 
Heritage Investments declared 
that he had bought 25,000 
additional common shares of HBC 
bringing its total to approximately 
7 million or 10% of HBC.
 HBC, a former British 
company, owns over 500 stores 
including the famous The Bay 
chain (99 department stores), 315 
Zellers variety stores and 37 Home 
Outþtter. En 2002/3, it reported 
C$ 7.384 billion in salesé
 Seiyu will open its þrst large 
outlet in Japan in partnership 
with the American Wal-Mart in 
April 2004 in southwest of Tokyo. 
It will be a single story outlet with 
14,000 sq.m including 8,000 of 
sales spaceé
 Intermarch® opened its fourth 
hypermarket in Bosnia under 
the Interex banner in Brcko in a 
rebuilt shopping center.
 The French chain entered 
Bosnia in 1999 when it launched 
the Interex chain and is now 
planning seven new stores in 
this country and the neighboring 
Serbia in 2004...
 Conforama, a branch of 
the French Pinault-Printemps-
Redoute, is opening its third 
furniture store in Split (Croatia) 
under the Emmezeta banner 
strengthening its position in this 
country. This new store will have 
9,000 sq.m of space and will be 
located in the largest shopping 
center of Dalmatia. Former units 
are located in Zagreb and Osijek.
 In 2002, Conforama generated 
more than 32% of its sales outside 
France and expects to open 
approximately thirty new units in 
six countries by 2005é
 Fnac, the consumer electronics 
chain of the PPR Group, opened a 
ÿagship store in downtown Sao 
Paulo (Brazil) mid-December 
2003. It has 4,500 sq.m of space 
and will be followed by two 
further units in 2004 in south of 
Brazil, for a total investment of 
û 10 million. Totally, 15 stores are 
planned in this country and Fnac 
hopes to reach the break-even 
point in 2005é



NORTH AMERICA

UNITED STATES
Online purchases paid by Visa 
cards.
 Online transactions paid by U.S 
based Visa cards grew by 44.4% for 
the week to December 14, year-over-
year, from US$ 1.43 billion to US$ 
2.01 billion according to Visa.
 The number of transactions 
during the same week grew by 38.2% 
in a yearly basis from 19,379,126 to 
26,781,952. U.S. based Visa cards 
increased in percentage of Visa 
global activity : online sales for the 
same week accounted for 8.7% of 
total sales from 6.9% one year earlier 
and the online transaction number 
7.2% of overall number compared to 
5.9% one year earlier.

Wal-Mart is launching its own 
web music service.
 Wal-Mart Stores Inc seeks to 
become the largest American 
music seller and has unveiled an 
online music store for 88 cents, 
undercutting Apple and Napster 
(99 cents). To start, it offers a choice 
of 200,000 songs including a large 
part of country music. It will enlarge 
its offer early 2004 in order to better 
adapt to its customers tastes.
 This way WM, attracting 15,5 
millions shoppers per month on its 
Internet site, will displace Apple 
Computer which has sold 25 million 
songs since it launched iTunes 
in April 2003. In this very active 
market, there are also MusicMatch, 
Rhapsody, Napsteré In addition, 
Microsoft plans to open its own web 
music download early 2004.
 In the U.S. almost of 20% of the 
music sales are in Wal-Mart stores.
 For the þve weeks, to January 
2, 2004, Wal-Mart reported sales of 
US$ 22.657 billion, an increase of 
11.3% over the US$ 30.251 billion in 
the similar period in the prior year. 
For the forty-eight week period sales 
were US$ 237.626 billion, an increase 
of 11.3%. The Wal-Martõs division 
sales for that period were up 10.6% 
to US$ 146.012 billion; Samõs club 
sales were of US$ 31.900 billion (up 
8.6%) and the international division 
US$ 44.278 billion (up16.1%).

 As of December 31, it had 
1,476 Wal-Mart stores, 1, 430 
supercenters, 533 Samõs clubs and 60 
Neighborhood Markets in the United 
States. Its international division 
operated 11 units in Argentina, 25 
in Brazil, 225 in Canada, 33 in China, 
92 in Germany, 15 in South Korea, 
624 in Mexico, 53 in Puerto Rico and 
267 in United Kingdom. It also owns 
37.8% of Seiyu, which operates 400 
stores in Japan.

The Home Depot was U.S’s 
largest home-improvement 
chain for capital expenditures, 
new stores and new sq.m in 
2002-2003.
 The worldõs largest home 
improvement chain enjoyed a record 
year driven by the housing market. It 
opened 206 new stores, totaling more 
than 2 million sq.m accounting for 
US$ 4 billion in capital expenditures.

 2004 will see whether Bob Nar-
delliõs strategy, who is coming from 
General Electric and joined Home 
Depot in December 2000, can main-
tain its expansion rhythm. He must 
convince his investors that there are 
still expansion opportunities in the 
þeld. As there are not much room 
for big-box stores in North America, 
Home Depot might expand in Mexico 
through acquisitions, enter Europe and 
acquire the British Kingþsher ((B&Q, 
Castorama, Brico D®p¹t), Europeõs 
DIY leading chain. According to the 
American press, it could buy it for US$ 
14 billion. He also could be interested 
in China where it operates two buying 
ofþces (Shanghai and Shenzhen).
 Today Home Depot opens a new 
store every 43 hours and operates 
1,666 units in the United States, 
Canada (100), Mexico and Porto Rico. 
Figures for the 2003 exercise will be 
unveiled this coming February and 
should show a solid growth in sales 
as, for the þrst time, it might reach 

US$ 63 billion. Comp-sales have 
increased steadily since 2002, from 
a negative 4th quarter 2002 (-6.0%) to 
US$ 16.6 billion (up 7.8%) in the most 
recent quarter.
 Home Depot continues increasing 
efforts to reach pros and especially 
to become a one-stop-shop for 
contractors. It also continues 
operating its òDo It Herselfó clinics 
that have attracted as many as 140,000 
women and uses its òDo It Yourselfó 
clinics to know what women expect 
from it. As it wants to appeal to 
women as much as to men, it is now 
testing 4 stores ðfrom 6,000 to 11,000 
sq.m- in several large cities in which it 
hopes having found the right balance 
between home decor and hard lines. 
Besides, the future of the struggling 
Expo Design Center is a concern.
 This fall Home Depot will face 
a new challenge as Loweõs will 
enter its home market, Atlanta. Its 

competitor has reported a two-digit 
growth in sales in the third quarter 
(12.4%) and its average basket is as 
high as US$ 60 compared to US$ 
52.10 for Home Depot.
 August 2004 will be the 
celebration of its 25th anniversary. 
Bernard Marcus opened Home 
Depotõs þrst store in June 1979 in 
Decatur, in the suburbs of Atlanta 
(Georgia) as one extension of a 
Treasure Island discount (a banner 
that disappeared) and by the end of 
the same year he had 3.

FAO Inc sold a large part of its 
assets.
 The famous toy company 
(cf.LLDI December 2003) has sold 
its Manhattan ÿagship, the store 
of the Forum Shops mall in Las 
Vegas, its Internet and catalog 
businesses for US$ 20 million to 
VGACS Acquisition, a subsidiary of 
D.E.Shaw Laminar Portfolios LLC. It 
still must obtain the bankruptcy court 
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capital expenditures 
(in US$ 000)

new 
stores 

company 2002 2003 company 2002 2003
1.The Home 
Depot

2,749,000 4,000,000 1.The Home 
Depot

203 206

2.Loweõs 2,362,000 3,400,000 2.Loweõs 123 130
3.Sherwin-
Williams

126,530 130,000 3 . S h e r w i n -
Williams

70 70

4.Menard 15 20
5.84 Lumber 2 20

total 5,237,530 7,530,000 413 446
Source : Chain Store Age Executive



approval of the deal by January 22.
 Moreover, the sale of the 34 
child-development Right Start 
units to Hancock Park Associates 
of Los Angeles has been completed, 
the transaction amount is not 
unveiled but the operation has been 
approved.
 FAO Inc, has been under Chapter 
XI protection since December 4, 2003 
less than eight months after coming 
out from an earlier bankruptcy in 
April 2003. At that time, it operated 
15 FAO Schwarz toy stores, 38 Right 
Start and 89 Zany Brainy educational 
toy units.
 The acquisition by FAO Inc of 
two toy companies that had went 
bankrupt has generated serious 
difþculties for the last twelve months 
: it bought Zany Brainy early 2001 
and FAO Schwarz in December the 
same year. The situation got worse 
in the third quarter 2003 when FAO 
lenders gave it until Dec.15 to þnd a 
buyer for both chains.
 FAO problems were related to 
misjudgments and a lack of good 
strategy :
- hard competition led by Wal-Mart 
mainly and other discount chains 
was fatal to it,
- quality : FAO has rapidly become 
a funny place to visit but certainly 
not the place to shop compared to 
discount stores,
- differentiation : smaller toy specialty 
stores have survived because they 
have a clear and distinct product 
offering,
- upscale image: FAO did not know 
how to preserve its famous unique 
image. It became more mainstream 
and consequently lost part of its 
identity. 
 FAO Schwarz was founded in 
1862 by Otto Schwarz coming from 
Westphalia.

Sporting goods chains 
controlled their expenses, 
generated comfortable margins 
in apparel and increased net 
income and sales in the third 
quarter.
 However, Galyanõs is an 
exception, as its loss grew because 
of low performance in the outdoor 
hardline equipment, a category in 
which it controls a large share of the 
market.
 Other chains have reported 

positive þgures and strongly 
improved their margins and incomes 
: net income grew by 71.1% at Dickõs 
Sporting Goods and nearly as much 
at Hibbett Sporting Goods (65%), 
and by 37.8% at the international 
Foot Locker.
 The Foot Locker : in the third 
quarter to November 1, it reported 
its net income grew to US$ 62 million 
from US$ 45 million in the same 
period a year ago. Excluding after-tax 
income from discontinued operations, 
it would have grown to US$ 44.2 
million from US$ 43 million. Net sales 
were up 6.6% to US$ 1.19 billion from 
US$ 1.12 billion. The 200 basis-point 
growth in the gross margin to 32.6% of 
sales and the 10 basis-point decline in 
the selling, general and administrative 
expenses must be noted. The 
international division contributed 
strongly to these þgures as well as 
the direct-to-customers business.
 Overall, in the þrst nine months, 
the company, which operates 
3,619 sporting goods, footwear 
and apparel stores under the Foot 
Locker US, Lady Foot Locker, Kids 
Foot Locker, Champs Sports and 
Foot Locker International banners, 
increased its net income by 41.7% 
to US$ 136 million and net sales by 
4.6% to US$ 3.45 billion from US$ 3.3 
billion in the same period one year 
earlier. Comp-sales fell 2.2%.

McDonald’s has sold its 
Donatos Pizzeria to Jim Grote, 
the chain’s founder.
 This way, it divests the pizzeria 
business. Donatoõs operates 182 
corporate and franchise restaurants 
and one overseas (Munich, 
Germany).
 The restaurant giant keeps the 
Chipotle Mexican-type restaurants 
in the domestic market and the 
Boston Market chicken chain with 
650 units in the U.S.A, Canada 
and in Australia. It revises its 
expansion again and plans to 
slowdown the development of all 
non McDonaldõs brands abroad to 
focus on its McDonaldõs chain only 
(17,000 restaurants) and to close non 
proþtable operations, all measures 
that will cost it 23 to 28 cents charges 
per share in the 4th quarter or US$ 
300 to 360 million. 
 The 4th quarter 2002/2003 was 
negative but McDonaldõs is now 

turning out and has registered its 
eighth consecutive month of comp-
store growing sales in the U.S.A. 
It lost many unsatisþed customers 
but it is now counting an additional 
one million customers a day at units 
opened at least one year. However, 
service remains poor compared to 
its competitors and sales in Asia 
and Latin America continue falling 
back. As concern 2004, in the new 
program, McDonaldõs expects to 
introduce a new menu, develop 
salads and other diet menus, expand 
McCaf (10 units only are opened) 
nationally, improve its image and 
remodel hundreds of fast foods.
 The recent mad cow case 
discovered recently in the USA may 
not affect its projects.
 Jim Cantalupo returned to the 
company as new CEO one year 
now.  He had worked for it in 1987 
as president of the international 
division. When he arrived, 
McDonaldõs had 2,000 fast foods in 
40 foreign countries. When he left, 
there were 15,000 in operation in 120 
countries. 

ASIA
Economic growth in the 
ten countries of East Asia, 
excluding Japan.
 A global growth of 6.7% is 
expected in 2004 or a 0.8 percentage 
point higher than the 5.9% registered 
in 2003 driven by the strong and 
continuous expansion of the Chinese 
economy and also by the upturn and 
acceleration of growth in other Asian 
countries according to the Institute 
of Developing Economies of the 
Japan External Trade Organization.
 According to its latest previsions, 
China will likely grow by 8.5% in 
2004 or 0.1 percentage point lower 
than the 8.6% estimated for 2003. 
 Chinaõs huge industrial labor 
work and low costs are among its 
advantage but its lack of convenient 
infrastructure is on the negative 
side. Moreover, the country could be 
obliged to revaluate its currency or 
to switch to a ÿoating exchange-rate 
system, which would discourage 
direct foreign investments.
 This report forecasts also 
economy will grow by 5.1% in Hong 
Kong or 2.2 percentage points higher 
than in 2003 thanks to the Closer 
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(Economic growth...)

Economic Partnership Arrangement 
signed with China last June.
 With the prospect of an improving 
economic situation and an increase 
in private consumption in 2004, 
South Korea will grow by 5.1% in 
2004 from 3% in 2003 and Taiwan by 
4.3% from 3.3%. Singapore forecasts 
+4.2% compared with 1.1%.
 For other Eastern Asia countries 
growth is estimated as follows : 
4.5% in Indonesia (from 4%), 7% in 
Thailand (6.5%), 5.6% in Malaysia 
(4.6%), 4.7% in the Philippines (4.4%) 
and 7.5% in Vietnam (7.2%). In 
December, the Japanese government 
has announced it expects its 
economy will grow by 1.8% in the 
2004-5 exercise compared to 2% 
previously estimated for þscal 2003 
ended March 2004.

CHINA
Chinese retailers are taking 
interest in new formats.
 Foreign retailers are attracted 
by the prospect to sell to 1.3 billion 
Chinese consumers even if annual 
spending is only US$ 2,000 per 
capita. The French Carrefour 
operates 40 hypermarkets, Wal-Mart 
approximately thirty units under 
various banners and the German 
Metro AG 15. The entry of China into 
the WTO in 2005 should facilitate 
further expansion but doing business 
in China is not easy as it is necessary 
to ònavigateó the bureaucracy and 
because consumers usually prefer 
shopping Chinese-owned stores 
where prices are often negotiable 
according to the market research 
bureau Leo H.Shapiro & Associates.
 However Chinese retailers adopt 
new formats such as :
- Hualian Group (Shanghai 
headquarters, US$ 2.6 billion sales), 
a former State-enterprise, is now 
a diversiþed group in retailing 
(department stores, hundreds of 
chain supermarkets, convenience 
stores and more than 500 specialized 
stores), wholesale trade, food 
processing and fast food industry as 
a McDonaldõs franchisee,
- Lianhua Supermarket (Shanghai, 
CA US$ 2.2 billion), the partner of 
the French Carrefour, has become 
the largest Chinese chain. It was 
founded in the Nineties by the 
municipal government of Shanghai 
where it rapidly opened its þrst 

supermarkets,
- Dalian Shopping Group (Dalian, 
US$ 1.6 billion) or Dalian Department 
Store Group, owns solid interests in 
the Northern province of Liaoning : 
retailing, restaurants, hotels and real 
estate. Its department stores, which 
have been losing some prestige these 
past years, have maintained their 
reputation as they are well located,
- Beijing Guomei Electronics 
(Beijing, US$ 1.3 billion) is Chinaõs 
largest consumer electronics retailer 
with 64 owned and franchise units 
in 12 cities,
- Beijing Hualian Group (Beijing, 
US$ 1.25 billion), another big-
box store chain, is developing its 
hypermarket network to compete 
with Carrefour and Wal-Mart. Its 
superstores and warehouse-clubs 
increased their sales by 60% in 2001.
- Shanghai Nong Gong Shang 
Supermarket (Shanghai, US 1.05 
billion) operates convenience and 
superstore chains, 700 units totally, 
in six cities or provinces.
- Huaruin Wanjia (Guangdong, 
US$ 1,04 billion), another giant 
supermarket chain operating 400 
units, expects to open six stores per 
month in 2004 and to focus on the 
booming Guangdong region,
- Suning Electronics (Nanjing, 
US$ 1.02 billion) is one of the 
largest home electronics appliance 
chains with over 300 superstores 
throughout China,
- Suguo Supermarket (Jiangsu, US$ 
856 million sales) is one of the þrst 
chains to be interested in franchise. It 
is the largest retailer in the province 
of Jiangsu with a 50% market share 
in Nanjing alone. It owns 300 stores 
and operates 660 in franchise.
- Wuhan Wu Shang Group (Wuhang, 
US$ 714 million) is the largest retail 
chain in the Hubei province, which 
draws its success from its department 
stores (20 units) and operates further 
activities in real estate, fast food and 
property management.
Source Eguo China Retail Group and Leo 
J.Shapiro & Associates/WWD

INDONESIA
Big retailers project new 
department stores and 
supermarkets in 2004.
- PT Hero, Indonesiaõs largest 
retailer, which operates 6 Giant 

hypermarkets in Jakarta, Bandung 
and Surabayaé and a supermarket 
chain, announced that it plans to 
open 3 new Giant in 2004.
 - Matahari Putra plans to invest US$ 
29 million in 12 new outlets including 
at least 6 department stores and 6 
supermarkets. It holds 20% of the local 
retail market, excluding traditional 
markets, with 57 supermarkets and 80 
department stores. In 2003, it opened 
8 supermarkets and 6 department 
stores.
 Since 1997, at the time of its 
acquisition by the Lippo group, it 
has been engaged in a restructuring 
program and in 2000 it virtually 
slowed down its expansion to one, 
even two new outlets, per year. 
The company was founded in 1959 
when Hari Darmawan opened a 
department store,
- Ramayana Lestari Sentosa expects 
to open at least 5 department stores 
and supermarkets to boost its sales.
 In 2003, Ramayana invested US$ 
29 million to open 5 new outlets. As 
for 2004, it plans to invest more and 
expects its sales to reach US$ 412 
million compared to US$ 381 million 
in 2003. Originally, in 1978, it was a 
small apparel boutique in Jakarta. 
Today, Ramayana operates 83 
department stores and supermarkets 
in twenty main cities of Indonesia 
catering to customers from the 
middle-and lower-income groups.

SOUTH KOREA
Hypermarket expansion. 
 The British Tesco, Samsungõs 
partner, expects to increase its store 
number from 28 to 70 by 2007. 
Carrefour Korea has launched a 
renovation program and announced 
it will invest approximately US$ 200 
million per year during þve years. 
Wal-Mart is building a logistic center 
in Yoju to manage its 100 stores.
 Foreign retailers are facing 
regulation difþculties that put a 
brake on their expansion in province. 
They also face the constant concern of 
the right store location and, recently, 
the consumption slowdown. In 
fact, while the customer number 
increased by 6.2% in hypermarkets 
between November 2002 and 2003, 
the average monthly basket was US$ 
36 only, down 3.7%.
source : Objectif Corée 
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mazonõs technology efforts have driven it 
already to reduce costs and boost sales so that 

revenues might increase by 32% in 2003 to US$ 
5.2 billion and its share course jump 152% to US$ 
49.34.

 While relying on new technology projects, 
Jeff Bezos, Amazonõs charismatic CEO, aims to 
transform his company into a powerful tool for e-
commerce. 

His initiatives are following five ways : 
- research : in October, Amazon has initiated 
çSearch inside the Books è, a program through 
which browsers are allowed to þnd any word 
or phrase among the 35 million pages of 120,000 
books. The week following this initiative, average 
sales growth for those books was 9 points above 
sales of books non included in its data basis,

- Web services : in 2002 Amazon began offering 
technology services for independent programmers 
so that today up to 35,000 among them have agreed 
to create dozens of new applications to help small 
retailers to sell more on Amazon.com and on other 
Internet addresses,

- e-commerce outsourcing : after several years 
operating electronic operations for Target and Toys 
R Us, Amazon strengthened the business last June. 
It launched a new services activity that generates 
gross margins almost the double of its retail 
margins (25%),

- Web-sites features : through individualized 
propositions on clearance merchandise, Amazon 
turns 19 times a year compared to 7 for Wal-Mart,

- software : by using more and more sophisticated 
software tools which enable it to improve its 
operations and reduce its mistakes, Amazon has 
cut its distribution costs from 15% of its sales to 7% 
today.

 Since 2002, Amazon has steadily turned innova-
tions for its own retail web site into services availa-
ble online. While using those services, retailers who 
want to sell more are able to use its purchasing 
system or have access to data on sales for special 
products. Even independent programmers are 
interested in it : in eighteen months 35,000 of them 
have downloaded software tools that enable them 
to choose and use Amazon services, as they do with 
Windows, and write new applications. Thanks to 
one program it is possible to check easily products 
on sale on Amazon. Another program enables 
retailers to þnd immediately prices at Amazon via a 
wireless Web device.

 Amazon does not earn money directly from its 
Web services. Retailers can have a direct access to 
them and use them to sell from any antenna on the 
Web. However, many of them, who use applications 
supplied by Internet, end up selling their goods to 
the 37 million customers of Amazon.com. In that 
case, Amazon takes a commission of 15% so that it 
can generate much higher margins than in its retail 

Amazon, the world’s largest online 
retailer, is launching new technology 

initiatives.
A

²
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businesses. 22% of its unit sales are already done by 
other retailers.
 
Amazon may be successful. 
 In case of success, Amazon might become not 
only a simple Web site but also a service that enables 
everyone, anywhere, to þnd whatever he wants to 
buy and sell almost as easily. Hence the possibility 
to generate a better performance than traditional 
retailers. Already it turns stocks 19 a year, which 
are almost the double of Costco (11) and the triple of 
Wal-Mart (7). Its margins of 25% are nearly double 
Costco and three points higher than Wal-Martõs.

 If the most conservative forecasts of analysts are 
exact, Amazon could increase its yearly sales by at 
least 15% through 2008 to US$ 11.3 billion and its 
operating margins grow from 7% in 2003 to 11.6% 
in þve years, still far behind Microsoftõs 35.5% but 
more than double Wal-Martõs 5.3%.

Is this prospect possible?
 The task is not easy as Amazon aims to become 
simultaneously a worldwide retailer, a leading 
software developer and a service supplier. But it 
is not the only one to have this ambition. eBay, the 
Webõs largest online auction site, is building its own 
electronic platform. As it already boosted 37 mil-
lion of active sellers its gross sales grew in excess 
of US$ 20 billion or quadruple Amazon. It is a very 
proþtable operation for eBay that does not manage 
merchandise.

 So far Bezosõs bet on technology has been paying 
off. Remember it invested US$ 300 million to build 
its own warehouses. En 2000, they ç nibbled è at 

least 15% of its sales because picking and packing 
processes of different goods such as books, toys or 
CD players were not very efþcient and orders col-
lapsed as items did not arrive in time. Software was 
not perfect as well.

 Today, with software consoles workers are able 
to anticipate possible out of stocks and act accor-
dingly. Another program, developed in 2003, gives 
priorities based on the consumerõs demand and 
plans goods to be placed at the front of supply lines 
to speed the ÿow up. Then warehouses can handle 
triple the volume of four years ago and costs are 
reduced to 7% of sales. Moreover, thanks to fewer 
mistakes in distribution Amazon has cut its custo-
mer service contacts per order by 50% since 1999.

 If Amazon continues investing heavily in 
technology in 2004 at US$ 216 million, it will hire 
hundreds of software engineers and computer 
specialists to help it to realize its projects. 
Technologies that enable it to reach customers 
beyond its own site offer very new astonishing 
challenges and opportunities : for instance, its site 
Merchant.com, that handles all the web operations 
of other retailers, is a real success. While Toys R 
Us had registered disappointing results in its last 
quarter, the only bright spot was a 15% growth in its 
Toysrus.com operated by Amazon. Other retailers 
were also satisþed.
 çAmazon is the most sophisticated technology 
provider and services partner on the Internet è says 
Targetõs Vice President. <

source : Business Week, Robert D.Hof in Seattle
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 SPECIAL STUDIES

he immediate impact of Radio Frequency 
Identiþcation is measured through Wal-Martõs 

example. Last fall it asked its 100 largest suppliers to 
apply RFID tags on pallets and cases from January 1st 
2005. Its smaller suppliers are supposed to be ready by 
January 2006. Kraft Foods and Procter & Gamble are 
already taking measures in order to respect Wal-Martõs 
deadline.
 In fact, this new technology can fundamentally 
change the global supply chain over the next years, 
making it totally transparent : stores, trucks, departments 
and containers will be visible down to the very last 
item, to increase sales, reduce costs and improve risk 
management.
  
What is Radio Frequency Identification?
 The technology enables to scan goods automatically 
without human help. A case, a pallet, a reused container, 
even a single item, are read through an electronic reader 
equipped with two antennas. All tags can be read in one 
single time but in order to spare time and efþciency, they 
must correspond to the retailerõs information systems 
and all item characteristics must be reliable.
 The result is an accurate and automatic item 
identiþcation in real time, at any stage in the supply 
chain without human intervention and this immediate 
visibility facilitates management.
 According to some estimates, RFID will become a 
market growing to US$ 3-4 billion by 2008 that might 
reach US$ 15 billion by2015. Applications in the supply 
chain will likely drive the engine of this growth. 
Traditional obstacles such as the lack of standards or the 
high cost of tags (US$ 15 cents each) should be overcome 
and boost growth.

RFID advantages.
- ÿexibility. For the þrst time, companies can have an 
accurate image of each individual item at any stage of 
the supply chain. Thanks to it, they can change and 
redirect the ÿow to answer to changing needs,
- responsiveness of the system : the high level of 
visibility enables to better answer to urgent order 
modiþcations while operating concurrent changes in the 
supply chain. By comparison, traditional methods were 
slow and inÿexible,
- a better service : immediate access to item information 
enables suppliers to give accurate delivery dates and to 
ensure that deadlines will be respected. In addition, an 
enhanced service can result from the capacity to trace the 
item in its full life cycle,

- control : companies can trace individual products at any 
stage of the chain from the supplier to the manufacturer, 
the warehouse and the retailerõs shelf,
- improved security : to trace items enables reducing theft, 
counterfeit and diversion. Hence it is leading to growing 
sales, reduced costs and a better risk management.

RFID impact.
 Its applications are already being studied or used 
in a certain number of activities worldwide including 
retailing, consumer products, auto parts, logistics, 
distribution and aerospace : Gillette, Unilever, Metro AG, 
Procter & Gamble, Revlon, Tesco, DHL/Danzas, Wal-
Mart, Toyota, Marks & Spencer, J. Sainsbury... Subjects 
such as theft prevention, product tracking, inventory 
management, brand protection, quality control, product 
routing-assembly and picking are particularly studiedé
 A few global retailers are testing this type of 
technology including Tesco which expects to reduce 
its DVD department costs. Metro has used it as the 
cornerstone of its Store of the Future in April 2003. It 
has asked its top 100 suppliers to be ready by November 
2004, or a few months before Wal-Mart, and will meet 
the largest among them next May to discuss of the 
technology applications. Marks & Spencer launched a 
pilot program to tag chilled product trays; the French 
Galeries Lafayette consider it as an essential component 
of their retail showcase òLõEchangeuró, El Corte Ingles is 
using it to protect its high-priced goods such as jewelry 
and electronic accessoriesé

How can retailers answer to RFID challenges? 
 The necessary investment by retailers and 
manufacturers is one of the keys of RFID. According to 
estimates by AMR Research, the total necessary cost to 
answer to W-Martõs needs by 2005 will globally grow to 
US$ 2 billion for its large consumer-goods suppliers.
 According to A.T.Kearney, this technology adoption 
cost is estimated at US$ 400,000 per warehouse and US$ 
100,000 per store and US$ 35 to 45 million are necessary 
for systems integration in the store organization. Fixed 
fees for retailers include tags at US$ 15 cents each. For 
manufacturers, this technology in theory is supposed 
to help them in improving their inventory tracking and 
their efþciency. 
 In addition to costs, it is necessary not to forget the 
amount of necessary resources to launch into RFID. As 
demand is growing, rapidly a lack of skilled workers and 
technology may appear. Consequently companies must 
act quickly to secure trained technicians as well as tags 
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and readers.
 The management of the real information volume 
and the growing complexity related to tags is another 
challenge. In fact, it is necessary to understand that the 
information amount is 30 times produced in real time 
and 10 times quicker compared to the current situation 
in which nobody can control such an information level, 
even of complexity, according to specialists of Cap 
Gemini Ernst & Young. In fact, according to processes 
applied today by most of retailers and manufacturers, 
RFID will be just a very expensive barcode. 

The necessity of an information strategy.
 Which type of information is necessary? For how 
long? How to control and use data? So many questions. 
To transform data volume generated by RFID will 
demand a real approach that goes beyond tags and 
readers. To obtain real results, it should be necessary to 
work tightly with other innovations such as GDS (Global 
Data Synchronization).
 The information volume and the necessity to remain 
up-to-date will need to speak the same language 
for all players. Global standards and global data 
synchronization will be crucial for RFID to act properly 
because they enable a precise information sharing 
through data electronic exchange.
 As tags will identify every detail of one item, for 
example, such a case of shampoo bottles and not just 
the box, it will help keeping more precision on that 
case than just the generic product information. In short, 
retailers need to incorporate better data and the fast 
synchronization in their systems. 
 To handle the exponential growth of events in real 
time, companies will have to invest for example in 
software that can be programmed to operate proactively, 
accomplish predeþned tasks and an optimal execution. 
They enable companies to gather and evaluate data and 
act independently, using RFID product information, and 
help them to evolve in a real-time world.
 When applied to a supermarket department, a 
software will learn the demand and replenish schemas 
of a particular item. As long as demand and stock 
remain within normal levels, the software will control 
the situation. If demand begins to increase the software 
can initiate requests for replenishment locally and, if 
necessary, to the warehouse.
 
The case of Wal-Mart.
 This new technology will revolutionize the way 
retailers sell and the way consumers buy. In November 
2003, Wal-Martõs 100 largest suppliers, including 
Procter & Gamble which sells 17% of its merchandise 
to it, Unilever which sells 6%, as well as dozens of 
manufacturers of components including IBM, Intel, 
Microsoft and Philips attended a debate during two 
days on RFID tagging. They discussed the project to 
afþx RFID tags on each high-volume box and pallet 
sent to Wal-Mart by its large suppliers. For cost reasons, 
the retailer has decided that he would use it þrst in its 
warehouses and not on each product or at checkout.
 According to some analysts, thanks to this method, 
WM could spare US$ 8.35 billion per year mainly in labor 

costs as it is no longer necessary to scan manually the 
bar codes of delivered merchandise. It is clear that it can 
solve two main problems : theft and out-of-stock items. 
Theft would cost W-M US$ 2 billion a year. 
 Suppliers are afraid of the costs for them and, 
according to AMR Research a typical consumer-goods 
company will spend from US$ 13 to 23 million just to 
answer to W-Mõs needs in 2005. However Procter & 
Gamble thinks that through the innovations applied to 
its supply chain, if it can reduce its out-of-stock items by 
10 to 20% that could boost its yearly sales from US$ 400 
million to US$ 1.2 billion. But companies will not be able 
to enjoy these advantages as long as they do not begin 
analyzing their data to reduce inventories and better 
meet ÿuctuations in consumer demand.
 Wal-Mart has begun applying the technique to 
some procedures of inventory management. Thanks 
to relationships with the MIT and its Technologyõs 
Automatic Identiþcation Centre, the retailer has started 
improving the visibility of the item level within the 
supply chain, which enables it to improve already its 
supply chain management decisions. <

Largest global retailers in 2002.
Rank Company : Country 2002 sales

(US$ Mio)
1 Wal-Mart Stores USA 244,524
2 Carrefour France 64,942
3 Royal Ahold Netherlands 59,229
4 The Home Depot USA 58,247
5 Kroger USA 51,760
6 Metro AG Germany 48,687
7 Target USA 43,917
8 Tesco U-K 41,489
9 Sears Roebuck USA 41,366
10 Costco USA 37,993
11 ITM Entreprises (*) France 36,284
12 Albertsonõs USA 35,626
13 Rewe Germany 35,339
14 Edeka (incl.Ava) Germany 34,063
15 Safeway (US) USA 32,399
16 J.C.Penney USA 32,347
17 Kmart USA 30,762
18 Aldi Germany 30,000
19 Walgreen USA 28,681
20 Ito Yokado 

(incl. 7-Eleven)
Japan 28,330

21 Tengelmann (incl. A&P) Germany 26,911
22 J.Sainsbury (incl. Shawõs) U-K 26,818
23 Loweõs USA 26,491
24 Auchan France 26,079
25 PPR France 25,890
26 E.Leclerc France 24,567

* including Intermarché and Spar all data are excluding VAT 
source : Cap Gemini Ernst & Young Research

 Among these 26th largest international retailers, 12 
are from America, 5 from France, 5 from Germany and 2 
from U-K.

Source : Chain Store Age Executive


