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May 2015
Rachelor of Business Administration (BBA) Examination
VI Semester

( Retail Management)

Time 3 Hours] [Max. Marks 80

Note : Attempt any four questions (out of seven questions) from

Section A. Each question of Section A carries 15 marks.
Section B carries 20 marks. (A Case Compulsory)

8.

(Section A)

Explain with the help of examples the concept of retailing. Describe the
importance of retailing in the Indian economy,.

Write short note on the following :

(a) Mark-up Pricing

(b) Price Skimming.

Describe the characteristics of a department stores and compare it with
discount stores.

What do you mean by demography ? How it is useful in developing
retail strateqy 7

What do you mean by services quality gap ? How these gaps can be
reduced ?

Explain the impact of social, economical and political factor on
development and formats of retailing.

What do you mean by retail branding ? How it creates an image in the
mind of customers ?

CSection B)

Read the case and answer the questions given at the end :
WALL-MART - CHALLENGES IN GLOBAL OPERATIONS

Wall-Mart Stores, Inc. (branded as Wal-Mart) is an American public
corporation that runs a chain of large, discount department stores. It is
the world’s largest public corporation by revenue, according to the 2008
Fortune Global 500. The company was founded by Sam Walton in
1962, incorporated on 31 October 1969, and listed on the New York
Stock Exchange in 1972. Wal-Mart is the largest private employer and
the largest grocery retailer in the US. Over the last few decades, Wal-

Mart has been steadily expanding its operations internationally outside
the UJS. This case examiners the challenges faced by Wal-Mart in its
international operations.
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Wal-Mart oeprates in Mexico as Walmaex, in the UK, as Asda, in Japan
as Seiyu, and in India as Best Price. It has wholly-owned oeprations in
Argentina, Brazil, Canada, and Puerto Rico. Wal-Mart's investments
outside North America have had mixed results : its operations in the
UK, South America, and China are highly successful, while it was forced
to pull out of Germany and South Korea when ventures there were
unsuccessful.
On 2 July 1962, Walton opened the first Wal-Mart Discount City store
located at 719 Walnut Avenue, in Rogers, Arkansas, In 1988, the first
Wal-Mart Super center opened in Washington, Missouri. Thanks to its
superstores, it surpassed Toys “R'Us in toy sales in the late 1990's. The
company also opened overseas stores, entering South America in 1995
with stores in Argentina and Brazil; and Europe in 1999, buying Asda
in the UK % US$ 10 billion.
Wal-Mart's operations are organized into three divisions : Wal-Mart S‘roress
US, Sam's Club, and Wal-Mart International. The company does busmess?
in nine different retail formats : Super centers, food and drugs, generalh'
merchandise stores, bodegas (small markets), cash-and-cany stores,3

: membership warehouse clubs, apparel stores, soft discount stores an(f':

restaurants. "-‘*
To offer the best prices to its customers, Wal-Mart strives hard to reduced
purchasing and logistics costs. Wal-Mart normally procures goods directly
from the manufacturer and drives hard bargains with them. Wal-Mart
is able to negotiate big discounts with its suppliers because of its huge
volume purchases. It also requires its suppliers to gradually reduce their,
prices by improving efficiency. Wal-Mart also reduces its costs lhrough-
its amazing distribution system. Logistics is truly at the heart of Wat-,:,_
Mart also reduces its costs through its amazing distribution system = z
Logistics is truly at the heart of Wal-Mart operations. Wal-Mart has:
about fifty distribution centers located across different geographlcal-:
locations in the US. Each of these regional U.S. Distribution Centers 15‘=
over 1 million sq. ft. These distribution centers are operational 24/7 and§
keep thousands of tractors and trailers rolling round the clock and across
the country. An important feature of Wal-Mart's logistics infrastructure
is its fast and responsive transportation system. Wal-Mart has one of
the largest private distribution operations in the world. The company
has also invested heavily in I'T and communications systems to effectively
track sales and merchandise inventories in stores across the country. It's
the division that keeps millions of products moving to customers each
day of the year.

A mjor challenge for Wal-Mart in its global operations is to replicate iis
logistics and distribution system across other countries where it has
operations. Wal-Mart would be successful globally in its discount stores
operations, as it is in the US, only when it develops similar logistics
network in other countries where it operates. To support the huge
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investment in infrastructure required Wal-Mart would have to achieve
sizable sacle in each major market it enters.

Wal-Mart's international operations in 2009 comprised 3615 stores in
seventeen countries including the United States. According to Wal-Mart's
2006 Annual Report, the international division accounted for about
20.1per cent of sales. There are wholly-owned operations in Argentina,
Brazil, Canada, Puerto Rico (Company's operations in the US are
managed through its intemational division), and the UK. With 1.8 million
employees worldwide, the company is the largest private employer in
the US and Mexico, and one of the largest in Canada.

Wal-Mart attempted to expand gloablly through a combination of
Greenfield projects and acquisitions. They company was confident that
its culture could be transported to other regions worldwide. As a global
brand, Wal-Mart stood for low cost, best value, and the greatest selection
of quality merchandise. International associates across the globe were
instructed to maintain the highest standards of customer service. The
division also adopted the highest standards of customer service. The
division also adopted the other practices of its domestic operations that
had made it the unchallenged leader in the US retailing industry.
Irrespective of the region in which they were operating, Wal-Mart stores
had the most advanced computer technology, standard goals for sales
inventory, and gross margin targets. Across the globe, Wal-Mart associates
responded to the local needs, merchandise preferences and local vendor
of the individual foreign towns. They also laid emphasis on adapting to
local culture and being actively involved in community development.
Wal-Mart expanded into Mexico, through a joint venture agreement
with Cifra. Two years later it started its operation in Canada following
acquisition of 122 stores comprising the Woolco division of Woolworth.
In 2006 Wal-Mart's acquired Asda (which retains the name it had before
acquisition by Wal-Mart). Wal-Mart also has joint ventures in China
and Mexico. In Mexico, Wal Mart's majority owned subsidiary is called
Walmex. In Japan, Wal-Mart owns about 53 per cent of Seiyu.
Additionally, Wal-Mart owns 51 per cent of the Central American Retail
Holding Company (CARHCO), consisting of more than 360
supermarkets and other stores in Guatemala, El Salvador, Honduras,
Nicaragua, and Costa Rica.

In late 2005, Wal Mart took control of the Braﬂllan operations of Sonae
Distribution Group through its new subsidiary; WMS Supermercados
do Brasil, and acquired control of the Nacional and Mercadorma
supermarket chains.

Wal-Mart's move into the grocery business in the late 1990s also set it
against major supermarket chains in both the US and Canada, Several
smmaller retailers, primarily dollar stores, such as Family Dollar and Dollar
General. have been able to find a small niche market and compete
successiully against Wal-Mart for home consumer sales. In 2004, Wal-
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Mart responded by testing its own dollar store concept, a subsection of
some stores called " Pennies-n-Cents'.

Wal-Mart also had to face fierce competition in some foreign markets
besides the US and Canadian markets. In Germany it had captured
just 2 per cent of German food market following its entry there in 1997
and remained “a secondary player' behind Aldi with a 19 per cent
share. In May 2006, eight years after entering the South Korean market
in 1998, Wal-Mart withdrew and sold all sixteen of its Quth Korean
outlets to Shinsegae, a local retailer, for US$882 million. Shinsegae
rebranded the Wal-Mart as E-mart stores, During the eight years in the
market Wal-Mart could manage only fifth place amongst the country's
discount operators. In July 2006, Wal-Mart announced its withdrawal
from Germany. Its stores were sold to German company Metro. Wal-
Mart continues to do well in the UK, and its Asda subsidiary is theé
second largest chain after Tesco. In both Germany and South Korea®
Wal-Mart had been unable to reach the levels of competitiveness ancg'
profitability required to be a major player in either market.

Despite what could be perceived as setbacks, Wal- Mart s:'-
internationalization continued apace. In November 2006, Wal- MarE'
announced a joint venture with Bharti Enterprises to open retail storeé;
in India. As foreign corporations are not allowed to directly enter th@
retail sector in India. As foreign corporations are not allowed to directly
enter the retail sector in India, Wal-Mart is to operate through franchises
and handle the wholesale end. The partnership will involve two joint
ventures; Bharti is to manage the front end involving opening of retail.
outlets, while Wal-Mart takes care of the backend, such as cold chamss
and logistics. In February 2010, the company agreed to buy VUDU, an_
Siliconj Valley start-up, whose there-year-old online movie service is®
being build into an increasing number of televisions and Blu-ray players. 5
VUDU, based in Santa Clara, California, is to become a wholly-owned:
subsidiary of Wal-Mart.

Wal-Mart struggled to export its brand elsewhere as it rigidly tried tci-;
reproduce its model overseas. In China, Wal-Mart hopes to succeed bgg
adapting and doing things preferable to Chinese citizens. For example,

it found that Chinese consumers preferred to select their own life fish
and seafood; stores began displaying the meat uncovered and installed
fish tanks, leading to higher sales.

Discussion Questions :

1.

2.

3.

Wal-Mart entered the international markets through joint venture and
acquisitions instead of franchise mode. Why so? Give reasons.

What ave the major challenges faced by Wal-Mart in its globalization
elforis?
Do you find any link between the country entered and type of entiy,
mode used by Wal-Marl in its infernational operations? Explain with
examples.,

010

www.davvonline.com www.davvOnline.com



