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The Peso Store has recently completed a country risk analysis for their new location in Mexico. While there were a number of risks to opening a store in Mexico, Team B thinks the investment is worth the risks. The best way to go forward is to define how the company will attend to some of these issues. This paper will focus on specific management areas within the company that must be considered. Team B will describe how they will address human resources management and cultural factors, supply chain management, information technology, and research and development. In addition, this paper will address legal and ethics challenges pertaining to the company’s new venture.

Human Resources Management and Cultural Factors

Human resources management (HRM) is an important part of any organization. While the culture of Mexico is different from that of the U.S., which is the home country for the corporate office, The Peso Store’s HRM will remain in the United States at the corporate location. Keeping the HRM centralized will allow the company to standardize specific functions, such as employment salaries and pay grades, policies and practices, employee manuals, performance appraisal systems, and job descriptions. However, there will be a partnership between the HRM and the manager of the store on location in Mexico. This will be necessary to carry out other human resource type functions that are customized for the culture in Mexico. This will include issues such as cultural behaviors, work hours, and local employment laws.

Human resources management will hire an expatriate manager to run The Peso Store. An expatriate manager, defined by C.W.L. Hill (2005), “is a citizen of one country who is working abroad in one of the firm’s subsidiaries” (p. 618). The company will seek to find a manager who is a U.S. citizen, but originally from Mexico and is willing to return to the country to manage the store. This will enable the parent company stay in control of store, while having a manager who knows the customs, culture, and language of the country. The rest of the staffing will be following a geocentric staffing policy, which is a policy “that seeks the best people for key jobs throughout the organization, regardless of nationality” (p. 623). This will give the employees a better sense of stability and value. 

Supply Chain Management

Retail supply chain management is dependent on logistics. The Peso Store will be competing against other chains like Wal-Mart, Office Depot, Home Depot, Costco, and Sears. Each of these competitors has built its business on lean supply management and effective logistics execution. Wal-Mart has leveraged superior supply chain management to become the world’s largest retailer. Logistics is a relatively new business in Mexico, but new transportation firms are entering the competition at a steady clip. Because Mexico’s population is centered near a few metropolitan areas, with long distances between markets, competition is necessary to reduce costs. Some of the retailers listed have established distribution centers in Mexico and use rail and trucks to deliver products. Others have established distribution centers near shipping ports and receive goods via ocean carrier. 

Manufacturing growth in Mexico is good news for retailers, because industrial demand entices established logistics firms to enter the Mexican market. Penske, United Parcel Service, and Wesco Distribution International are a few of the well-known carriers operating in Mexico.

Some of the logistics providers are also offering warehousing and redeployment services. Often, transportation and storage costs are greater than the value of the product being sold. Managing supply chain costs is critical to becoming competitive in a market, but especially in Mexico, where price is very important to consumers. 

Information Technology

The Mexican economy is booming. Business and consumer spending along with Foreign and domestic investment are increasing. The telecommunications sector has been privatized and a new array of digital, fiber optic, satellite, microwave, and other services are spreading over the country at a rapid pace. To start a Peso Store in Mexico our team would have to review over all the strengths and weakness of IT.

Strengths of IT

The softening of the recession and reactivating the Mexican economy was due to the North American Free Trade Agreement. Throughout Mexico, numerous sectors of the IT industry have attracted investments by NAFTA. Foreign and domestic investments are at a all time high and consumer and business spending are on the upswing. “The telecommunications sector has been privatized and a new array of digital, fiber optic, satellite, microwave, and other services are spreading over the country at a rapid pace. The Mexican macroeconomic indicators include new stability in the peso, a leveling out of inflation and interest rates and a healthier balance of payments.” (Sylvia, 1998)  Many economical benefits for the country and its investors have expanded due to the telecommunication infrastructure in Mexico. The new technologies in Mexico are making many Mexican companies eager to use it. Information Technology is gaining strength in Mexico! 

Weakness of IT

Throughout the country of Mexico, the information technology is not readily available. “Even though the macroeconomic indicators include new stability in the peso, a leveling out of inflation and interest rates and a healthier balance of payments, Mexico’s purchasing power was sharply reduced. Mexico imposes a high tax burden and labor difficulties exist due to Mexico’s high percentage of unskilled labor.” (Sylvia, 1998)
Research and Development

The Research and Development group for the Peso Store has been given an exceptional challenge as how to drive traffic and retain a customer base in a market that is not familiar to the company’s model. During the prospect period of when the store was being built out and various products were being determined to carry in the local retail location R&D took the following steps for evaluation.

Assess Market Place Needs.

a. What customer segments should be targeted

b. Who are we competing against in the local retail environment
c. What potential concepts have the greatest likeness of success
Concept Positioning Strategy

a. Why will consumers want to shop our store

b. What will we stand for in the shoppers mind

Concept development

a. What should the store look like, Should there be catalogs or a web-site for customers to access

b. What are the core beliefs in Peso Store in delivering quality goods and good customer service to this particular market
Financial Development

a. What is the organizations infrastructure to support a venture such as this to support the market’s position
Roll Out Plan and Implementation

a. How will new concepts be tested in the marketplace
b. How will success be measured
c. How fast should the company expand into other markets

d. What are the site and location criteria
e. How is the roll out going to be paid for what type of budget is needed to implement the strategy
Given the following guideline the research and development department engaged in emersion into the local market. They engaged local residents into focus groups asking various questions as to what would attract them to such a store and what type of products would be needed or they shop for in their retail experience. Each participant was given a $100 Visa gift card that can be used globally in any retail outlet.

Thinking out of the box due to the fact that this is a different market and learning from the focus group that money is often sent to family members from the United States a concept of a gift card that can be used in the local location and development of having a web presence so that when families talk by telephone they can refer members to the web-site. In turn the Peso Store will ship the gift card at no cost to the address indicated when purchased for a limited time.

Kiosks will be set up in store location fed via satellite, which is already being used for POS systems. Getting vendors to participate in give away of pre-paid phone cards so families can call the United States to speak to their families. The phone cards will be kept in stock for a dollar so traffic can continue to be driven to the store. The challenge will be carve out a niche in an unfamiliar market and to retain and build a customer base to determine further branding of the Peso Store.

Legal and Ethics Challenges

The way a company handles itself within the host country will be somewhat different due to what is believed to be ethical and what is legal in the host country. Although there are differences between the United States and Mexican legal systems, not as many differences in the realm of ethics exist. Just as in the United States, the ethical side differs vastly in the demographics but the nations as a whole are the same.

In the study “Differences in the Ethical Orientations of Upper Level U.S. and Mexican Business Students” it states, “…senior level business students (soon to be college graduates) from the two countries differ significantly in their ethical orientations towards customers, peers, and work necessitating differences in the training program for newly hired retail clerks and managers.” This shows some differences but they can be overcome with some patients and training. When conducting business deals much of the meetings consist of “get to know you” conversation. This is to build trust and when the trust has been built the conversation will then move into the business at hand. This may cause some problems on the US side, since, “Time is Money.” 

Another big difference is that of the business day, which starts about 9 am, in Mexico, and ends at 7 pm. Mexico traditionally, takes a long, 2-hour lunch break from 2-4 pm. This may not seem an ethical issue but when compared to the United States of always being available during working hours it can cause many problems within the host country. 

On the legal side small differences exist, such as when driving in Mexico City. The days a car is available to drive on is based upon the license plate number. This is hopes to reduce pollution in the city. This can be a problem with shipping merchandise around the city and require extra vehicles to cover the days some trucks are not able to be driven.

Conclusion

It may be hard to overcome some of the difficulties of management while opening new operations in another country. But with the Peso Store opening in Mexico will be a little easier through the outlines plan. It may not necessarily cover everything but it will give something to measure against. The differences in IT, supply chain, ethics, law, and employee management may hold some differences, that can be over come, there are more universal similarities between the US and Mexico.
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