MANAGING SERVICE:

DR. JAMES STANWORTH

E-MAIL: jamess@cc.ncue.edu.tw
MoBILE: 0931 100108

SERV|CE AND PEOPLE OFFICE HOURS: by appointment

1.0 Final project assignment

The aim of the final assignment is to explore both issues we have discussed in class and good HR

practises.

From the series of options given below you should choose one to work on in your group.

1.1 Options

1.1.1. Some general principles for the design and management of rewards

+

*

In this assignment you should consider the general nature of rewards (what are
they?; what are some approaches? Etc.).

You should describe Kohn and others experts views on rewards.

What are your groups’ views on the previous two issues? Why do you hold that
view?

How will this affect your design and management of reward policies now and
in the future?

1.1.2. Motivation and downsizing

+

+

When downsizing is carried out it has an effect on motivation not just for those
who have lost their jobs but also for those left behind.

Incident 89 (given below) gives one example. You should look for other
examples too.

You should describe what happens to staff when they are downsized. A part of
your explanation should connect with theories of motivation (e.g. Mahesh and
others).

At the end of incident 89 there are a series of questions. Please focus on 1,2
and 4. Your recommendations should focus on general suggestions (i.e. “‘What
should be done to increase moral and motivation during downsizing) and
specific (i.e. What should be done to increase moral and motivation of the
clerical staff in Rutledge...) etc.

1.1.3. Glocalization of service: Carrefour in Asia (max. 2 groups)

You should read this, now, classic case on Carrefour along with the background material
given. The group should also make sure you are familiar with the store and obtain any other
useful and current materials.

One challenge for large retailers is glocalization of their offer. That is to say, combining the
their core competence with the need to fit local conditions. In this case they discuss the main
ways in which Carrefour has had to adapt to the local environment. Some issues to consider

are:
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4+ A precise clear introduction to the case

4+ Focus on how they have adapted — ‘localized’ different aspects of their product
and service offering. Try to highlight some aspects of their HR policies and
practises (some you may observe and see in-operation in the store).

+ How successful have they been? You may want to comment on their broad
business strategy, their service concept and core product offering.

1.2. Report

e For each of the above options you should write a management report. This means use of
short sentences, bullet points and a clear hierarchical numbered structure. References are
included but as endnotes or footnotes.

e The report should be of an adequate length to describe the issues.

e It should focus on addressing the issues given in the brief. Give thought as to how all the
different aspects of your report combine together to make your key points clear.

e The final report should have a professional finished appearance.
1.3. Presentation

e The presentation should be made using PowerPoint and cover the main issues in the
report.

e Each presentation should not last more than 20 minutes and be made by the group.

Dr. James Stanworth
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Publishing,

5 ed.



s that . 89. INCIDENT
never ‘ \[\‘

facto- ! : Lo et
:%I-;ig; ‘ Motivating and Maintaining Morale During Downsizing

| jﬁe,Ru}nggﬂlg_m_gapy is an organization involved in the retail industry, (2}, |
= operating more than 100 retail stores. The company’s headquarters is going €

: through what is termed “modernization.” A new information system is being  puisdovpacha~
| implemented which will Eb?n‘fﬂ"’efe"l')i alter the way the firm does business. In T /). A

1g on ‘ addition, it will affect the staffing required by the company. The new software T L
began to be rolled out last year, and it is projected that at [east another yearis | " o
being ' ! required before the rollout will be complete. All personnel within the corporate
! office, including the large clerical staff, attended a four-day, comprehensive,
rking - hands-on computer tﬁiﬁ@g_gr@m and were told to incorporate the new
‘ | software into daily use. e
The completion of the rollout will primarily affect the clerical staff. It is W Keanev
the company’s objective to eliminate the majority of these individuals. The
idea behind this is the technology of the new software will enable all - -
management-level personnel to perform their jobs efficiently without the 'u o S
need for clerical support. The Rutledge Company has informed its large clerical K
staff that most, but not all, of their jobs will disappear once the rollout is -«
complete. The prospect of future unemployment along with the uncertainty
regarding when their jobs will be terminated has greatly affected the staff
morale. Complacency, lack of initiative, and complaining have accompanied ‘.1\ 20\ ol
the loss of morale. b
The firm has one additional problem, which is that some of the clerical staff
are long-term employees who are accustomed to how the company operated 10 |
years ago. These employees have not adapted to the new software or the other
new programs that have been implemented. Thus, these employees do not

i

new software plus other menial jobs sufficient to keep them busy.
Individual managers must determine how to motivate all of the clerical
support staff for the remaining time that they will be employed and must also
' determine how to motivate some employees to use the new software. Someone
must also determine which clerical help should be retained once “moderniza- I |
tion” is complete. The firm wants to keep all of its clerical staff until then. ' |

i I Questions

: 1. What actions should be taken in order to increase the morale and moti-
| vation level of the clerical staff?

' 2. What actions can be taken to motivate those employees who are not
: f using the new technology required of their job?

. . 3. What criteria should be used to determine which clerical employees
L should be retained?

F 4. Should the firm attempt to solve its motivational problems by |
| conducting further training? |
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Taiwan Overview!

Background. Taiwan, comprising 86 islands, has a 35,751 sq. km. land area (24%
arable) and a 1,448-kilometer coastline. The population of the Taiwan archipelago s
21.3 million; Taiwanese (70%), mainland Chinese (14%), Hakka (14%), aborigines
(2%). Although the official language is Mandarin, Taiwanese (Fukienese dialect)
and Hakka dialects are widely used. Most of the population adheres to a mixture of
Buddhism, Confucianism and Taoism (93%); relatively few follow Christianity (4.5%)
and other religions (2.5%). Cities with populations over one million (1995) are: Taipei
(capital, 2.6 million) and Kaohsiung (1.4 million). The climate is tropical in the south,
subtropical in the north. Taiwan is dominated by a rainy season during the Southwest
Monsoon (June to August) and is frequented by typhoons in summer (May to October)
when the weather is hot and humid and the average temperature 28°C. Winters are
mild but temperatures can drop below 10°C.

Since 1947, the central government has been based on the Constitution of the
Republic of China. The president is the head of state (six-year term), formerly elected by
the National Assembly and subject to the Legislative Yuan’s approval. The president
nominates a prime minister to head the Executive Yuan, the highest body in the
government. At present, the Kuomintang (KMT) dominates; it holds 60% of seats in the
Legislative Yuan (legislative branch). In 1996, the first direct presidential elections
were held amid intimidating military exercises by PRC off the Taiwanese coast; China
considers Taiwan a renegade province. The legal system is based on the civil law
system; it accepts compulsory International Court of Justice (IC]) jurisdiction with
reservations. :

Political. Japan invaded Taiwan in 1874; in 1895 the island was ceded to the Japanese.
After World War II, Taiwan was returned to the Kuomintang and became a province of
the Republic of China. In 1949, the Nationalist Government (led by General Chiang
Kai-shek) and its supporters fled the mainland for Taiwan; concurrently, the Chinese
Communist Party founded the People’s Republic of China. The outbreak of the Korean
War brought renewed U.S. military support for Chiang and the KMT but in 1978, the
U.S,, at the urging of the PRC, pulled its troops out of Taiwan allowing the 1954 mutual
defense treaty to expire. One year later, in 1979, the U.S. formally recognized the PRC.
In 1971, Taiwan lost its seat in the United Nations (UN); Beijing actively blocks any

! The Republic of China.
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attempts by Taiwan to re-enter. Only a handful of countries forgo relations with the
PRC to maintain diplomatic ties with Taiwan but several have mutual defense treaties.
Taiwan is a member of the Asian Development Bank (ADB) and the Asia-Pacific Eco-
nomic Cooperation (APEC) Forum; similarly to the PRC, Taiwan is attempting to enter
the World Trade Organization (WTO).

In 1987, the Taiwan government, led by President Chiang Ching-kuo (Chiang
Kai-shek’s son), relaxed restrictions on travel to mainland China: about three million
Taiwan residents have since visited the mainland. In 1990, the National Unification
Council, headed by President Lee Teng-hui, was inaugurated to take charge of all
issues relating to reunification with mainland China. On May 1, 1991, the “Period of
National Mobilization for the Suppression of the Communist Rebellion” was termi-
nated, opening the way to improve relations with the mainland. Semi-official talks are
held regularly between the two sides to promote closer cooperation but with interrup-
tions, notably military exercises and missile tests by the PRC. Following the first mis-
sile tests in 1996, the Taiwan bourse fell 17% relative to June 1995; the government
intervened to prop up the jittery stock market. Although future political clashes with
PRC are likely, economic and business interests are expected to move forward.

Social. At the end of 1995, 24% of the population was under 15 years of age; 7% was
over 65 years. The government's firm commitment to education is reflected in the rela-
tively high level of spending on education, science and culture (1995/96, 13%). As a
result, 12.5% and 88.8% of the population respectively has received higher and sec-
ondary education (1995). Taiwan’s literacy rate is 94%; life expectancy at birth is 75.

Economy. In the 1990s, Taiwan’s economy grew on average over 6% p.a.; per capita
GNP is US$13,130. The government has promoted a revised Six-Year National
Development Plan (1991-96) comprising 556 projects (total investment NT$5 trillion)
comprising industry zones, business parks, power stations (including a fourth
nuclear plant), reservoirs, waste disposal centers, housing units, new universities and
ahigh-speed train system between Taipei and Kaohsiung.

Taiwan has no foreign debt problem (foreign exchange reserves are close to US§90
billion), but a serious defense problem fearing an attack from mainland China. Atits
peak (1954/55), defense accounted for 63.6% of government spending; in the 1989/90
budget, defense, security and police expenditure had dropped to 29.1%.

Because of the buoyant economy and a dwindling youth population, unemploy-
ment has remained below 2% since 1987, creating a labor shortage. In 1995, agriculture
(including forestry and fishing) was 3.4% of GDP; manufacturing 27.4%, banking and
insurance 20%. Manufacturing continues to be the economy’s driving force although
its share of GNP declined from 40% (1987) to 32% (1992). Major export destinations are
(1995): U.S. (23.6%), Hong Kong (23.4%), Japan (11.8%). Major import origins (1995)
are: Japan (29.2%), U.S. (20.1%), Korea (4.2%). Three export processing zones (EPZs) in
Kaohsiung, Nantze and Taichung promote development of export industries;
low-interest loans for factory purchases are available.

In most industries, enterprises may be 100% foreign owned but some restrictions
exist in certain financial, leasing and navigation services. In high technology industries,
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profits and interest payments can be remitted freely. The corporate tax rate is
favorable 25%; companies may not form partnerships.

Taiwanese high average propensity to save (25% [estimated] 1991) enables local
firms to invest elsewhere. Recently, Taiwanese firms have switched investmen
focus from the U.S. to Southeast Asia. Taiwan firms are also major investors in main-
land China despite lack of direct communication links (all contact is conducted
through a third country, usually Hong Kong).

Both the Ministry of Finance (MOF) and the Central Bank of China (CBC) supervise
the banking industry. The MOF implements banking and fiscal policies; the CBC car-
ries out most functions of a typical central bank. Recently, the New Taiwan Dolla:
(N'T$), has been appreciating against the U.S. dollar.

To ensure banking sector stability, applicants for new banking licenses are subject
to tight restrictions, including NT$10 billion (US$380 million) capitalization. In
September 1993, 41 domestic banks had 1,312 branches; 42 foreign banks had 65
branches and 20 representative offices.

In recent years the Taipei stock market has significantly reduced in value in part
due to the government’s reimposition of a capital gains tax on share-dealing profits. In
February 1990, the Taipei weighted Stock Price Index was 12,495; by September 1994,
the index had almost halved to 6,890. At end 1994, market capitalization was over
US$247 billion.

Taiwan weathered the 1997 Asian financial crisis well. Relative to its Southeast
Asian neighbors, it had no banking or external debt problems. However, to remain
competitive (particularly with Singapore and South Korea in the value-added manu-
facturing sector), the Taiwan dollar devalued 15.5% to the U.S. dollar in late 1997.
Although this made exports more competitive, it raised import costs and U.S. dollar
denominated debt.

Infrastructure. Taiwan has 20,041 kilometers of roads, 17,095 kilometers (85.3%)
paved.In 1995, 14.5 million motor vehicles were registered, 8.5 million motorcycles, 3.9
million automabiles for private use. The state-owned rail network has 2,439 kilometers
of track (1993).

International air services operate from Kaohsiung Airport in the south and Chiang
Kai-shek International Airport outside Taipei. The latter’s annual capacity is sched-
uled to reach 20 million passengers and 1 million tons of freight by 2000. China
Airlines (CAL) enjoyed a monopoly as Taiwan’s only international airline until pri-
vately owned EVA Air emerged in 1991. CAL has begun to create distance from its
semi-official status as Taiwan’s national carrier. In 1995, as part of a corporate image
make-over designed in part to keep open thepossibility of flying to mainland China, it
dropped the Republic of China flag.

In 1993, Taiwan's five major ports (i.e,, Kaohsiung, Keelung, Hualien, Taichung,
Suao) handled 384 million tons of freight. Kaohsiung (63.5%) is the world’s third
largest container port; Taiwan has the largest cargo container fleet in the world.

Taiwan has Asia’s best developed telecommunications system outside Japan
(one telephone per 2.4 persons [1994]), 1.2 million radio-paging subscribers and
424,000 mobile phone subscribers [1993]. Telecommunications is considered a key
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Case 53

Carrefour in Asia (A) Taiwan: A
Bridgehead to Asia’

Pierre Courbon, Philippe Lasserre
INSEAD, Fontainebleau, France

In June 1993, leaving Taiwan for Hong Kong, Gerard Clerc, Carrefour’s new CEO for Asia,
considered Carrefour’s first Asian operations. He had started from scratch in Taiwan; five
stores were open, two larger stores would open by December. Results of his formula were sa tis-
factory but competition was fierce. Reflecting on six years” experience, Clerc wondered ij

1 This case was prepared by Pierre Courbon, MBA participant, under the supervision of Philippe
Lasserre, Professor of Strategy and Management at INSEAD. It is intended to be used as a basis for
class discussion rather than to illustrate either effective or ineffective handling of an administrative
situation. Reprinted with the permission of INSEAD. Copyright 1994 INSEAD-EAC, Fontainebleau,
France.
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Carrefour could continue its success in the face of increasing competition from well-established
mass retailers like Makro and newcomers from the U.S., Europe and locally. Should he have
done things differently and would his Taiwan experience be applicable elsewhere in Asia?

TS

First Steps

A Carrefour Missionary

In summer 1986, Gerard Clerc was sent to prospect the Taiwan market. Largely un-
known to the French public, Jacques Fournier (Carrefour’s founder, chairman) and
partners, Denis and Jacques Defforey, thought this island had great potential.

Business graduate Clerc was formerly an auditor with L'Express, a French news
magazine. Since joining Carrefour in 1971, his experience was: store manager (six
years), some headquarters responsibility for five- to ten-year development plans, then
regional manager (five years) in Paris and Bordeaux.

The Feasibility Study

Clerc, accompanied by two department heads, conducted a 1.5 month feasibility study
in Taiwan. He analyzed local conditions against Carrefour’s criteria for assessing
new markets. In favor of entry were the embryonic nature of retailing, openness to
foreign investment, political stability and low inflation; against were a less than satis-
factory legal environment and the language barrier.

Clerc gathered facts and figures about population, GNP per capita growth, road
network, motorization rate and so on, although data were often unreliable. He believed
the 20 million population could support development of many stores; food consump-
tion sophistication was low but GNP per capita (US$4,000) implied high growth po-
tential. The key criterion of motorization rate was low but motorcycles and scooters
abounded. Clerc checked real estate prices; he evaluated expected price differentials
with local competitors and payment terms to develop income and cash flow projec-
tions.

Atfirst glance, other countries offered favorable conditions; however, Hong Kong
and Singapore were too small and urbanized for Carrefour’s ambitions; Korea’s GNP
per capita was lower; Japan seemed largely closed to foreign retailers and much too
difficult a country to initiate an Asian strategy. '

Inspite of uncertainty inherent in any overseas investment, Clerchad a good feeling
about Taiwan. He presented his study to the Executive Board in October 1986; one
month later, Clerc was appointed head of Carrefour’s development in Taiwan.

PresiCarre Corporation, a Partnership

Clerc settled in Taipei in February, 1987; his first task was to find a local partner.
Carrefour management believed entering a country like Taiwan, far from home and so
culturally different, required a partnership. Clerc met with President Enterprises,

Case 53 Carrefour in Asia (A) Taiwan: A Bridgehead to Asia 841
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Taiwan's largest foodstuff manufacturer; President had a foothold in retailing and
was interested in securing preferential outlets via vertical integration.

PresiCarre Corp. was formed in August 1986; FF120 million (US$20 million) in-
vested capital, 40% President Enterprises, 60% Carrefour; Clerc was appointed presi-
dent. President was a sleeping partner; Clerc avoided requests of President so as not to
develop obligations. Still, President’s visibility and Chairman Kao’s stature as head of
the local union of industrialists assisted Carrefour’s integration in local networks.

Carrefour

Carrefour Supermarches S.A. was a hypermarket pioneer in France. Hypermarkets
were self-service mass retail stores but on a much larger scale than supermarkets.
Typical supermarkets had sales areas 400 to 2,500 sq. m. and carried 5,000 to 10,000
items. Hypermarket sales areas were over 2,500 sq. m.; they carried 40,000 to 50,000
items. Large Carrefour stores in France had over 20,000 sq. m. sales areas offering such
diverse products as fresh vegetables, PCs and mountain bikes; often, sales assistants
on roller skates assisted customers (Exhibit 1)!

Carrefour’s first store opened in 1963 in a Paris suburb; currently it was France's
largest retail organization with 114 stores, averaging 9,400 sq. m., in total over one
million sq. m. Consolidated worldwide sales were FF123 billion (US$20 billion).
Carrefour’s original principles continued to underpin the company: one-stop shop-
ping, self service, discount, quality products and free car park.

Carrefour’s international expansion started in the late 1960s in Europe. Its most
successful foreign operations were in Spain (its Pryca chain was Spain’s second larg-
est retailer) and Brazil (Table 1).

Table 1: Carrefour in the World

Country Number of stores Net turnover (MF) Net turnover (%)
France 114 81,991 66.5
Spain 43 21,226 17.2
Brazil 29 10,191 8.3
Argentina 7 5,545 4.5
Taiwan 7 1,752 14
Portugal 2 1,657 1.3
Italy / Turkey 2 - 0.7

Source: Carrefour 1993 annual report.

Carrefour had withdrawn from the UK, Belgium and Switzerland (lack of
expansion space) and from the U.S. where results were poor. It was relatively unsuc-
cessful in mature markets, compared to entry in markets with potential for dramatic
changes in consumer buying habits (e.g., 1960s France), high GNP per capita growth,

?Introduced to Clerc by the Credit Lyonnais branch in Taiwan; President assisted Clerc with his
feasibility study.
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land, were reluctant to accept the Taiwan model. Clerc argued the essence o
Carrefour’s concept worldwide was discount, freshness, car park; nothing else,

The first store opened in December 1989 (Table 2); it was immediately successfu
(first year break-even). A second Kaohsiung store (same landlord) opened a year late;
concurrent with Taipei’s first store. The initial phase was difficult, with general dis
trust from suppliers, real estate promoters and local government authorities. Said
Clerc of the local retail industry, “It was as if the Huns had arrived in Taiwan.”

Table 2: Carrefour Stores in Taiwan

Opening date Location Type Sales area Parking
December 1989 Ta-Shun (Kachsiung) Store 4,500m* 220 car spaces
January 1991 Nan-Kang (Taipei) Store 5,600m? 240 car spaces
February 1991 Shih-Chuan (Kachsiung) Store 5,400m? 370 car spaces
October 1991 Tien-Mou (Taipei) Store 4,300m? 350 car spaces
July 1992 Pan-Chiao (Taipei) Store 5,200m* 300 car spaces
November 1993
(planned) Chung-Hua (Tainan) Store 7,500m* 390 car spaces
November 1993
(planned) San-Chung (Taipei) Warehouse ~ 9,600m? 720 car spaces
March 1994
(planned) Tao-Yuan (Taipei) Warehouse  12,400m? 720 car spaces
Extension 84 To other 6,000m* 400 car spaces
Net revenues (MF) Net income (MF) Investments (MF)
1990 100 (-9) 38
1991 600 (-14) 50
1992 1150 26 40
1993 1750 39 110

Source: PresiCarre Corp.

The Carrefour Adaptation in Taiwan

Clerc wanted to avoid simply transferring to Taiwan a successful French concept

proven in other countries; he wanted to adapt the Carrefour concept, accounting for
the local environment.

Adapting the Store

A critical, difficult, early problem was store location. Because of complicated regula-
tions regarding land use, and distinctions between industrial use and commercial use
land, Carrefour could not build in the suburbs. It had to operate in urban areas, on
rented land; new stores were not located on flat open land, butin buildings, basements
or ground floors in high population density areas.
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Adapting the Offer

However, generics were launched (1 991); these w

ere very successful, especially rice
(top selling item), and diapers (NT$159 per pack v

ersus Pampers, NT$459),

Foremost, President) unless Carrefour requested. Large

multinationals (e.g., Procter
and Gamble, Unilever) promoted Products heavily. I'Oreal recently introduced some
products at Carrefour.

Tracking Ra

pidly Changing Shopping Habits and Educating
Customers

Taiwan’s population density, heavy street traffic and
tions meant that customers came from a three-kilomet

week in Taiwan versus 1.2 times monthly in France. The average client basket valye

was NT$680,700 (FF 150) versus FF500 in France.* Most Taiwanese customers made
imj in line with traditional buying patterns.

impulse buying was increasing. For many families, visits to the “French” hypermarket
i pleasure was normal. All Carrefour stores
ucing new product ranges. Successful local

*FF 1 = NT$ 4.6, May 1994.
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introductions were taken national at all Carrefour stores. This cross learning spread
know-how; managers learned about the market, and followed its evolution.

Keeping close to the client, Carrefour’s new product promotions contributed in-
creasingly to total revenues. In France, sales increases from year-to-year were purely
incremental. By contrast, in Taiwan, big sales increases came from introducing new
product categories. Carrefour recently promoted such articles as barbecue equipment,
home decoration, cars, gear for swimming, camping and all kinds of outdoor sports,
hi-fi equipment, microwave ovens and large screen TVs. By following the market very
closely, Carrefour identified under-exploited products; top selling products changed
at least every six months. French patterns had to be forgotten and the market learned
from scratch. Nonetheless, Carrefour’s Virtuous Circle was unchanged:

Low selling price

Low overhead costs Big sales volume

/

Low purchasing prices

Management Adaptation

Carrefour had to adapt traditional French store management.

Human resource management. Store management was highly decentralized in
Taiwan. Department heads were much more autonomous; they were entirely responsi-
ble for handling supplier relationships, selecting products and negotiating prices;
they fixed retail prices, recruited employees, negotiated salaries (a human resource
function in France), presented paychecks, determined promotion possibilities for staff
and had input into bonus decisions. They faced significant sales and profit pressure.

Initially, all store managers were French expatriates; by mid-1993, three of eight were

Taiwanese; two were women.
Carrefour had a reputation for good pay: department heads earned 20% more than

at other supermarkets; section heads 959 to 40% more. Monthly salaries for local store
managers ranged from NT$120,000 to NT$200,000 (FF26,000 to FF43,500; US$4,400
to US$7,400), similar to U.S.-educated financial managers in large firms. Cashiers
were paid NT$17,000 monthly (FF3,600, US$625) per 48-hour week versus FF7,000
(NT$32,500, US$1,200) per 39-hour week in France. In France, employees made addi-
tional earnings from a participation scheme; bonuses were linked to individual store

results. In Taiwan, a maximum of three months’ salary was available for all employees

at Chinese New Year; payouts were based on store, section and department results.

Carrefour’s Taiwanese growth provided significant potential for internal promotions.

In Taiwan, human resource management was a serious problem for all firms
Unemployment waslow (1993: 1.15%) and young unskilled people preferred to work
in clean services (karaoke bars, coffee shops, restaurants). Carrefour’s average staff
turnover was 65% per annum; 40% of staff was under 18 years old, mostly part-timers

846 PartXVI Taiwan

The sens
and pers

Managi
differen
supplier
was mu
value), i
were I
Frequer
and Ga:
were be
strategi
and cor
firmsw
differer
Equi
pallet ¢
produc
local r
Carref
someti
In c
aggres
initiate
ignore
delive
Ho
proble
stakel
weres

Taiw:
catior
wher
were
perfo
Forei;
most

Cc
porte
basic
head
pron
staff.




The sense of belonging to the organization was limited and training efforts, technical
and personal development, were central to store management policy.

Managing the relationship with suppliers. Managing relations with suppliers was
different from French standard practice; Carrefour’s experience was that Taiwanese
suppliers lacked rigor, organization, equipment and aggressiveness, but flexibility
was much higher. Typically, suppliers lacked such basic data as sales (volume or
value), inventory levels and simple accounting or invoicing information. List prices
were not based on cost but on an ideal selling price; some suppliers lost money.
Frequently, selling conditions were different from one retailer to another. When Procter
and Gamble acquired its former agent (1992), it discovered 123 different conditions
were being offered. Suppliers neither sought productivity gains nor had development
strategies; the only clear preoccupation was retail price. Suppliers wanted stability
and consistency in all retail outlets in competitive chain stores. A few foreign-owned
firms were starting to segment their customer bases, offering different package sizes to
different retailers.

Equipment was a problem; only 10% of suppliers delivered goods on pallets and
pallet sizes were not standardized. Although Taiwan was a world-leading plastics
producer, blister-pack was hard to find locally. Manufacturers were starting to realize
local market potential as firms like Carrefour approached them. Salespeople visiting
Carrefour with samples typically had no catalogs, no product reference numbers and
sometimes no order forms.

In contrast to Taiwanese exporters (and western practice), local suppliers were not
aggressive. Retailers often had to solicit products; innovation was limited but could be
initiated by Carrefour. Many local manufacturers focused solely on exporting and
ignored the local market; it offered lower margins, required smaller and more frequent
deliveries and obligated acceptance of unsold products.

However, suppliers were very flexible on delivery terms (next day was never a
problem) and payment terms. Establishing good relationships with suppliers (and all
stakeholders including foreign-owned firms) was important; the best business deals
were seldom made in offices, but in karaoke bars with some XO Cognacorlocal liquor.

Taiwan specific management problems. For French expatriate managers, communi-
cation was the most serious problem. For Carrefour, Taiwan was the only country
where the working and local languages were not the same, and where all documents
were written in two languages (i.e., Chinese and English); minutes of all meetings,
performance reports, all other documents (including company policy) were bilingual.
Foreign managers could not learn Chinese as fast as Portuguese, Spanish or English;
most did not even try since it was very difficult and working hours were long.
Communication problems between foreign managers and local employees had im-
portant consequences; competent department heads who could not communicate in
basic English with expatriate store managers had difficulty being promoted to section
head. This problem might ease as Taiwanese earned more store manager positions, but
promotion from section head to store manager was possible only for English speaking
staff. It was also difficult to communicate company policy and corporate culture. Mass
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retailing was a new concept in Taiwan and the language barrier made it difficult to
communicate goals, strategy and the reasons for Carrefour’s way of doing things. It
was extremely difficult for foreign managers to communicate the central message that
the smaller the assortment, the higher the turnover, and that fewer products implied
more sales per product, better buying prices, lower selling prices, more sales and less
chance of being out of stock.

A second problem was the cultural gap. Philippe Ravelli, a local French store man-
ager, said the key difference between French and Chinese cultures was priority given
to three basic elements of daily life. Chinese priority order was emotion (qing), reason
(li), law (fa); for the French, law was first (implying Carrefour policy was the golden
rule), then reason and emotion. This inverse order was a source of misunderstanding
in managing local operations. In the French distribution sector, staff training was a
managerial duty; in Taiwan, managers were more concerned to retain information
than share knowledge. They received much more autonomy than Carrefour practice
but delegated little power to subordinates.

A third problem was relationships with new stakeholders, neighbors (since most of
Carrefour stores were in urban areas) and local triads.® “Protection” had to be negoti-
ated and strict client circulation and delivery scheduling organized for each store in
cooperation with suppliers. Taiwanese suppliers, unused to such constraints in nor-
mal operations with less demanding clients, had to be educated. Clerc remarked:
s\ hat Carrefour has done in Taiwan is learning how to walk by walking.”

Carrefour has been Successful in Taiwan but is not Alone

Key Success Factors in Taiwan

In addition to its successful financial performance, Carrefour and other retailers were
shaping Taiwanese consumer habits. Executives had differing views on the reasons
for Carrefour’s success. Philippe Ravelli said Carrefour’s real competitive advantage
in Taiwan was its basic concept - free parking, one-stop shopping, competitive prices.
Jean-Luc Chereau, Clerc’s replacement (1993) in Taiwan, believed three differentkey
factors were important and that implementation was critical: entry when the con-
sumer market was developing, fast increasing disposable income and the country
opening up to the outside world; choice of people to constitute the backbone of the
operation, including the French-Chinese mixin local management; and adaptation of
asuccessful concept to a local environment very different from France.

Customer Satisfaction

Based on repurchasing behavior, Carrefour believed customers were satisfied. But
executives thought these data were insufficient to measure actual satisfaction. In

5Triads were secret societies that became powerful in central and southern China in the 18th century;
currently they exercised wide influence among Chinese communities worldwide. They were swort
brotherhood groups, sharing a common tradition, initiation rites, secret signs and languages. Activi-
ties ranged from mutual aid organizations to gang-related businesses.
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Increasing the Pace

In 1993, Gerard Clerc was promoted to CEO for Asia and nominated to the Carrefow
Board in France. He moved to Hong Kong to oversee Carrefour’s Asian activities
Jean-Luc Chereau took Clerc’s position in Taipei.

Coordination of the Existing Operations

In April 1993, Taiwan operations were divided into two regions (North, South), eact
headed by a French regional director. Regional managers coordinated store activities
human resource management, including training, was a central activity, followed by
more centralized merchandising. Carrefour’s goal was to limit the number of whole-
salers, concentrate same product purchases with one or a few suppliers, reduce buy-
ing prices and pass savings to consumers. However, as total sales increased, some
suppliers could no longer supply the quantities Carrefour demanded. Diversificatior
of sourcing, possibly via imports, was the only way Carrefour could cope with these
problems; it was instituting more centralized buying to improve purchase terms and
compensate for large staff turnover that often disrupted operations. Drawing up ex-
pansion plans was a regional director responsibility; it accounted for 50% of their time.

Development: “Green Stores”

Since inception, Carrefour operated smaller urban stores in commercial (and legal)
areas, compared to Makro’s real hypermarkets in industrial suburban areas.
Carrefour’s response, “to clients, not Makro,” said a Carrefour executive, was the
soon-to-be opened Warehouse, with a new distinctive red and green logo, in
San-Chung, sales area 9,600 sq. m. A second Warehouse would open in 1994, sales
area 12,400 sq. m. Both outlets were in industrial areas where local zoning regulations
prohibited retailers from opening stores. Although Carrefour had business and factory
licenses, membership cards were required to enter these outlets (similar to Makro) and
the fiction of a Carrefour Warehouse Club instead of a standard hypermarket was
maintained. The San-Chung store distributed over 200,000 cards. Carrefour’s trend in
Taiwan was large hypermarkets, its real area of expertise, rather than large supermar-
kets currently being operated. Further large stores were planned for Tamshui,
Taichung and Tainan but smaller urban stores would be opened at good locations.
Nonetheless, despite good results, in 1993 Taiwan operations were only 1.4% of
Carrefour revenues, similar to Portugal. The limited size of Taiwan stores led to low
sales per store, but sales were expected to surge ahead as new stores opened.

Questions for Gerard Clerc

As he settled into his new position as Asia CEO, Clerc posed himself two questions.
First, what should he expect from Jean-Luc Chereau in Taiwan? Second, learning from
Taiwan could help develop Carrefour business in other Asian countries. He had faced
many difficulties, especially at the beginning, a combination of legal, relational, cul-
tural, communication and other problems. Mistakes had been made, but many things
had been learned. How could he put that learning to good use?
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Exhibit 1: The Hypermarket Concept
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Exhibit 2: President Enterprises Organization Chart
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Diminishing traditional family and growth of working women. The traditional
extended family was gradually replaced by the nuclear family; average family
membership dropped to 4.14 (1988). Most, especially urban families were two-income.
Housewives had less time to manage household work; they sought more convenient
stores and patronized new retailer types for cleanliness and convenience, even though
prices were higher.

High percentage of appliance owners, but a low percentage of car owners. Most
families had full home appliance sets. In 1988, 98% owned refrigerators; by contrast,
only 20% owned cars. This low ratio made it preferable to shop at convenience stores
rather than supermarkets.

How the Economic Environment Influences the Retail Market:
Supply Factors

Infrastructure improvement. During the 1980s, traffic and communication infrastruc-
ture improved throughout the island. As a result, new retailer types had much lower
costs. Furthermore, package standardization and classification of major commodities
were conducive to greater retailer efficiency.

Decrease in the relative cost of facilities. Costs of vehicles and electrical / mechanical
facilities reduced because of declining tariffs and Taiwan’s industrialization. Re-
search indicated that facility costs for more convenient retailers decreased signifi-
cantly, strengthening their competitive advantage.

Refining of management knowledge. At the end of the1970s, more educated
people entered retail marketing; updated management concepts spread widely.
Moreover, implementation of management information systems enabled managerial
decision making to be more rapid and precise. Chain store management became feasi-
ble in Taiwan.

The Retail Market Considerably Changed in Taiwan

Historically, the Taiwan retail market was characterized by many small operators.
However, because no real statistics existed, not only was gauging market shares accu-
rately impossible, but the fast pace of change made tracking developments even more
difficult. Regardless, the underlying trend was towards larger sales areas, driven
mostly by development of department stores and, more recently, supermarket and
hypermarket chains (Exhibit 2). Supermarkets, hypermarkets and convenience stores
accounted for 30% of food expenditures in Taiwan.

Wet markets. Although 80% of Taiwanese still used traditional wet markets for fresh
produce, latest research showed a discernible trend away from wet markets to super-
markets. For most Taipei residents, two jobs was the norm, making it impossible to
shop at the local wet market, usually open only in the morning.
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survey by Dr. Ripley (CEO Wellcome, Taiwan) (sample, 250 students) revealed less
than 1% of grandparents and 10% of parents patronized convenience chain stores but
85% of students were regular customers. (Comparable U.S. figures were 20%, 40% and
45%.) Convenience chains’ chief objectives were quickly to establish many outlets to
increase buying power. Food manufacturers set up convenience store chains to in-
crease control over product distribution.

Impact of Large Food Stores on Taiwan's Distribution System

Taiwan’s food distribution system, as in most countries, was strongly influenced by
the retail sector. As retail changes occurred, the distribution system tried to adjust to
meet retailers’ changing needs. Retailing changes in Taiwan created shock waves
throughout the distribution system.

As major supermarket chains developed new and larger stores, they placed differ-
ent demands on supplying wholesalers and manufacturers. Small retailers with low
sales volume might find one delivery per week adequate; larger supermarkets might
require two or three deliveries per week for packaged goods, daily deliveries for fresh
and frozen products. Supermarket firms with new warehouse facilities demanded that
suppliers ship in large quantities and reduce wholesale prices by 3% to 5% to reflect
retailer warehousing activities and wholesaler delivery cost savings. These price re-
ductions placed increased pressure on suppliers to be efficient low-cost distributors.
Many small manufacturers and wholesalers found such price competition a serious
problem; they were unable to reduce costs by introducing efficiencies in their distribu-
tion systems.

Very large supermarkets placed additional demands on suppliers since merchan-
dising programs demanded products be sold in large sizes or quantities; manufactur-
ers were frequently required to provide special packages. In addition, suppliers might
be asked to deliver products directly to hypermarkets and cash-and-carry stores, by-
passing distribution centers and other middlemen. Some large retail chains imported
directly, bypassing import agents.

Since Taiwan’s food retailing system was in transition, wholesalers and manufac-
turers faced challenges of meeting the needs of new supermarket customers, yet con-
tinuing to provide services and products for the many small food retailers making up
the majority of Taiwan's food markets. Observers said small retail stores would con-
tinue to play an important food distribution role for many years, in spite of numbers
declines. Because wholesalers and distributors provided special services to small food
retailers, they would also play important roles in the food distribution system.

Future Challenges for Taiwan’s Retail Industry

Warehousing facilities. Lack of adequate warehouse facilities was a critical problem
faced by fast growing retail chains; it undermined efficient food distribution. Most
retail chains had inadequate central warehousing; they relied on small in-store stocks
and frequent supplier deliveries (e.g., Carrefour); facilities were usually too small and
often multi-level. By contrast, Wellcome and 7-Eleven set up centralized warehousing
and distribution systems early. Central warehousing allowed retailers to consolidatea
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Table 1: Taiwan and U.S. Service Differences

Taiwan U.S.

Polite/ friendly 19% Good merchandise/what I want 18%
Felt important/ respected 12%  Friendly 11%
Competent/knowledgeable Good prices 10%

salespeople 10%
Smile 7%  Knowledgeable salespeople 9%
Patient/ paid attention 6%  Pleasant interior 9%
No pressure 5%  Convenient 8%
Went out of way/ special service 4%  No pressure 7%
Pleasant/ comfortable store 4% Quality merchandise 4%
Good merchandise presentation 4%
Prompt/ quick 4%
25 total themes 75% 30 total themes 76%

Taiwan Us.

Impolite /impersonal 16%  Doesn’t have what I wanted 19%
Ignored 12%  Impolite/impersonal 12%
Problems in delivery 8%  Not knowledgeable 11%
Long delay/lines 6%  Little selection 10%
Followed around 6%  Paid more than expected 9%
No attention/help 5%  Left feeling angry/disappointed 6%
Abusive language 5%  Dirty store 5%
Embarrassed me 5%  Inconvenient 4%
Sales pressure 4%  Longdelay/lines 4%
Hurried me 4%
29 total themes 71% 53 total themes 80%

As consumer-oriented businesses face problems and opportunities of internation-
alization, they must also face the challenge of delivering excellent customer service. If
international results mirror U.S. experience, a direct link exists between customer
satisfaction, sales and profits. Understanding how customers define and experience

good and bad customer service must precede its delivery. Dr. Feinberg’s results show
that despite similarities in how consumers in different countries define good and bad
customer service experiences, significant differences require special approaches to
delivering customer service and satisfaction at retail. Training employees and deliver-
ing customer satisfaction must consider the country’s unique experiences, history and
culture, and the unique experiences of that market place.

Delivery of good customer service in Taiwan is based on the process by which
goods are delivered and how the person is treated in the stores. The respect issue seem

to conform to the West's view of the Asian personality. There seems to be less of a
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The Number of Actors in the Retail Market was Increasing

Large foreign chains expanding operations in Taiwan competed with traditional re-
tail outlets.

Government stores. The government operated about ten supermarkets in Taipei, more
in other cities. These stores faced competition from new foreign chains (e.g,, Wellcome,
Park "N Shop) that offered better prices and service. The Ministry of National Defense
operated PX Stores (MNDPX), the only really hard discounters in Taiwan. Initially
designed for military personnel only, in 1971, the franchise was broadened to allow
access to government employees, dependants and retired military and government
staff, as compensation for poor public sector wages. As a result, 18% of the population
had access to PX Stores causing significant problems, especially with purchases for
resale. In 1988, the PX was split in two (50/50), the old PX and the United Cooperative
Association (UCA): the UCA took over some urban PX supermarket outlets.

With sales over NT$17 billion, the 110 small MNDPX stores were too big for suppli-
ers to ignore. However, they had to sign particularly onerous contracts guaranteeing
not to sell at lower prices and facing penalty clauses for non-delivery and out-of-
stocks. Product listing was by invitation only; typically via announcements in news-
papers, usually once a year. Price negotiations were conducted across a table from
three uniformed men; potential suppliers had three opportunities to write out their
best price! For certain product categories, MNDPX were essential outlets, responsible
for large percent sales of shampoo (50%); milk powder (60%) and tissue paper (50%).
The more commodity-oriented product categories had higher percent MNDPX sales.

MNDPX policies requiring suppliers not to sell at lower prices was of greater con-
cern since the National Fair Trade Law came into effect (January 1, 1992). Large retail-
ers were expected to test the law if MNDPX stores could buy atlower wholesale prices.
Aslarge supermarkets developed greater sales and more efficient distribution systems,
suppliers would find it difficult to justify selling at lower wholesale prices to MNDPX
stores than to large privately owned firms. MNDPX prices were still 10% to 15%
lower than large retail stores.

Supermarkets. Wellcome was positioning itself as the “convenient neighborhood su-
permarket.” “We're not trying to be all things to all people,” said Jeffrey Shaw, CEO of
Wellcome Taiwan. “We just want to be the friendly, low-cost supermarket around the
corner.” A recent independent study found that 95% Taiwanese recognized the
Wellcome name, making it Taiwan’s best known supermarket chain.

Wellcome was 97% owned by Dairy Farm International; local firm, Ding Hao Acme
Ltd. owned 3%. Wellcome opened its first Taiwan outlet in 1987; it operated 72 stores,
15 more were scheduled before end 1994, It targeted 200 stores in five years, 400 before
2005. The average store had approximately 1,025 sq. m. floor space. Wellcome offered
awide range of products: 4,000 dry food, 1,000 perishable, 2,500 non-food. Carrefour
considered Wellcome a possible threat because of fully centralized purchasing but
believed its profit margins were a problem. Wellcome measured price competitiveness
against hypermarkets to stay ahead among the supermarkets. According to Shaw,
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Makro operated seven stores, floor space, 10,200 to 13,475 sq. m.; each store pro-
vided parking for 700 to 1,000 cars. Makro claimed it was Taiwan's price setter; it sold
both local products and a wide range of imported goods, as well as generics and own
labels under the Aro name. In mid-1994, Makro was forced to close two stores in
industrial areas not zoned for commercial activities; all other stores were in similar
situations. Makro treated its huge outlets as warehouses; clients could enter only with
membership cards. In the legislative vacuum, Makro preferred to wait for the December
municipal elections results when, it believed, political decisions would be made.

Makero recently caused controversy among suppliers by making a clean break with
standard price fixing. To attract customers, Makro offered best selling merchandise at
cut-throat prices for a limited period. It sold Proton brand TV sets at NT$1,000 less
than the fixed wholesale price, popular Hey-Song soft drinks at NT$265 per carton
(standard wholesale price, NT$310) and offered 25% discounts on all products sup-
plied by President Enterprises, Carrefour’s partner. Makro’s cut-throat competition
irritated other buyers and supplier company agents. Many Proton Electronics agents
filed complaints with their supplier; Carrefour threatened to stop purchases from
President Enterprises. Insiders said Makro should not destroy the market order and
hurt other competitors just to promote itself. Some Makro suppliers decided to limit
supplies if Makro did not cease its oligopoly-busting activities.

Makero also operated in Indonesia, Malaysia and Thailand; it was seriously consid-
ering entry in South Korea, the Philippines, and Beijing and Guangdong province in
China. Makro’s next Asian move would build regional purchasing power using
synergies from different countries, a possible future advantage when competitiveness
would be more based on retailer margins.

Carrefour entered Taiwan at the same time as Makro (1989) and expanded rapidly.
It had eight stores and planned to open more in 1995 (see Carrefour in Asia (A)).

Convenience stores. The omnipresent 7-Eleven convenience store chain was man-
aged in Taiwan by President Enterprises in cooperation with the Southland Company.
Tt added 60 stores in 1992, 100 in 1993 to total 809; 1993 revenues were NT$17.6 billion,
pre-tax profits NT$815 million, up 57% from 1992. 7-Eleven planned 910 stores by end
1994 and purchased real estate for 30 more, posing a threat to competitors having to
pay rent. 7-Eleven was also planning to open over 500 outlets at gas stations owned by
China Petroleum Corporation. On opening (1979), 7-Eleven targeted housewives; re-
sults were disappointing. It changed strategy and switched attention to the workforce,
adolescents, working women and night owls, by opening 24 hours per day. All stores
were near large people flows; product ranges catered to the target markets needs.
Increasing competition from other convenience chains led 7-Eleven to develop new
business strategies. In 1992, it launched a fast-growing mail order operation; in stores,
it planned more service item expansion, offering magazines, transportation tickets
and installing automatic teller machines. It also planned banking, postal and telecom
services, classified ads and ticket agency services. A second direction was upgrading
information systems by installing an electronic ordering system to eliminate slow
moving items and improve inventory control. The final axis was adopting the fran-
chise system for rapid expansion and broad distribution at relatively low cost.
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believed Continent was awaiting resolution of the Makro situation to avoid antagoniz-
ing local authorities by opening a new hypermarket as others were being closed. The
Far Eastern Group was a serious competitor; it had a track record as a developer,
operating department stores in urban areas; it also had land available in industrial
areas following overseas delocalization of most plants of its Far Eastern Textile affili-
ate. Continent had a reputation for very aggressive promotions.

The President Department Store Group (Kaohsiung City) (unrelated to Carrefour’s
partner) (49%) planned a NT$5 billion joint venture with Price-Costco Group (U.S.)
(51%) for 25 large-scale discount wholesale stores. President entered retailing 19 years
previously; annual sales exceeded NT$10 billion. It operated the Dollar hypermarket
chain, a serious competitor to Carrefour in southern Taiwan. The three Dollar ware-
house clubs were directly inspired by Makro; they offered the lowest Taiwan prices on
beverages but did not promote these too strongly because of warehouse regulations.
President also cooperated with the Isetan Department Store Group of Japan.

The Price Club (U.S.), the U.S.’s sixth largest discount wholesale store group re-
cently acquired the Costco Group. Price-Costco operated over 100 outlets around the
world; it would open in South Korea in September 1994. Price Club’s headquarters
were in the same building as the Carrefour Sanchung store, clearly an aggressive act
towards Carrefour that actually owned 25% of Price Club. One marketing analyst
noted, “If Price Club sells products in Taiwan at U.S. prices, it will probably bury any
competitor on the island.”

A Large Number of Domestic Construction Firms Entered the
Hypermarket and Department Store Markets

The Tuntex Group recently opened its first hypermarket (10,000 sq. m.) in Keelung,
north of Taipei; managed by a former Makro employee, very good results were re-
ported. Far Eastern Construction (unrelated to the Far Eastern Group) was buildingits
first store (planned opening, September 1994) in Hshichi, an eastern Taipei suburb.

J & Y Huang Land Development and Construction Company signed a contract
(April 1994) with Standa, Italy’s largest department store, to establish the first Sino-
Italian department in Taiwan. Located in Neihu, a northern Taipei suburb, it planned
to offer Italian imports at 40% to 60% of average Taiwan prices. Construction would
begin in September, the new store was expected to open by end 1994.

Despite increasing competition from these new chains, most retailers did not feel
threatened because of their expertise and lead acquired in the last few years. They
believed the market was far from saturation and that room existed for many. Official
declarations were of the form: “We welcome more companies to join the business line,
so Taiwan consumers can enjoy lower prices.”

Projected Trends in the Taiwan Retail Market

In the past few years, the Taiwan retail market changed quickly under pressure of
modern retailing forms, but more change was expected. Douglas Hsu, Chairman of Far
Eastern Department Stores, made the following predictions: independent stores (e.g+
old fashioned convenience stores) will be replaced by convenience stores; new selling
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Exhibit 1:

Year

1985
1986
1987
1988
1989
1990
1991
1992
1993

Year

1985
1986
1987
1988
1989
1990
1991
1992
1993

Expendit

Food, bey
Clothes &
Rent, fuel
Family fu
Transport
Educatior
Medical
Others

Source: Stat



3,144

10.8 3,784
1987 19,673 119 4,989

1988 19,904 7.8 6,048
1989 20,107 73 7,571
1990 20,353 5.0 7,954
1991 20,557 7.2 8,788

1992 20,752 6.0 10,215
1993 20,944 5.9 10,566
Motori.zation in Taiwan
No. of sedans re

gistered No. of registered
Year for private use motorcycles

1985 830,315 6,588,854
1986 956,625 7,194,202
1987 1,159,701 5,958,754
1988 1,480,478 6,810,540
1989 1,868,389 7,619,038
1990 2,225,174 8,460,138
1991 2,535,174 9,232,889

1992 2,932,796 10,057,307

1993 3,317,580 10,948,972
Change of householq €xpenditures jn Taiwan

Expenditure (%/year) 1964 1976

Food, bevera

Exhibit 1. Taiwan Backgroung Data
Economic data of Taiwan R.0.c.
Year Population ggg GNP growth % GNP per capita US$
1985 19,258 5.0
1986 19,455

1987 1991

ges & tobacco 59.7 46.4 36.5 311

Clothes & footwear 6.3 6.8 6.0 5.9
Rent, fue] & Power 172 215 23.0

Family furnityre & equipment 34 3.9 44 4.3

Transportation & Communication 20 5.0 8.5 8.9
Education & recreation 1.2 6.4 10.6

Medical care ¢ health expenses - 4.6 53 5.4

ers

49 5.5 5.6 5.9
Source: Statistica] Yearbook of the Repubiic of Ching,
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Exhibit 2: Taiwan Retailing Data Exhi

Monthly food expenses in 1989

Store type NTS$ billion Market share
Super & hypermarket 11 10
Traditional wet market 3.2 30
Street vendors 2.5 24
Mom-and-pop shops 22 21
Convenience stores 0.66 6
Government & military stores 0.66

Others -

Changes in the number of food retail stores by type

Store type 1988 % 1991 %
Large supermarkets 130 0.3 313 1.0
Small supermarkets 1,041 3.0 1,164 40
Large traditional 1,466 4.0 1,582 5.0
Medium traditional 7,279 18.7 12,346 409
Small traditional 19,627 51.0 12,604 42.0
Pure food 8,195 25.0 2,352 8.0
Total 37,738 100.0 30,361 100.0

Source: Government statistics.

No. of food stores operated by major chains, by type (1992)

Type of format No. of stores
Convenience stores 887
Supermarkets 161
Hypermarkets 7
Cash and carry 7
Total 1,062

No. of convenience stores operated by the major food chains

Company No. of stores (1992)
7-Eleven 680 (vs 420 in 1988 and 809 in 1993)
Family Mart 80

Nesun 55

AM/PM 38

OK 17

High Life 17

Sources: AC Nielsen Taiwan/Investec Taiwan Ltd./survey data
by Gene German.

866 PartXVI Taiwan




60
Wellcome 40
Far Eastern
TaipeiAg
President
Kasumj
Sung-Ching
Park ‘N Shop
Makro
Carrefoyr

Homey 3
Total 175

Exhibit 2 (cont’d)
No. of Supermarkets Operated by major food chajns
Company No. of stores (1992)
National Co-op.

69 18
121 378
213 795
343 1,229
438 1,617
491 1,914
541 2,289

n/a 2,310
Source: Investec Coopers & Lybrand.
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