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1.0 EXECUTIVE SUMMARY
2.0 As far back as 1959, the original Carrefour supermarket was established by the Badin and Defforey families.  These two families were the original proprietors of a local discount supermarket called Annecy (Carrefour, 2014.).  In 1963, Carrefour would invent the hypermarket concept and open the first one In Sainte-Genevieve-des-bois.  Going public in 1970, Carrefour would open its first international hypermarket in Spain in 1973, called Pryca.  Over the next fifty years, Carrefour morph into a world power in the Hypermarket segment of industry and became the second most influential retail chain on the planet.  To do so, Carrefour continually improved upon a diversification strategy that allows for international growth, utilizing developing countries and economic timing to bypass barriers to entry globally.  Implementing use of hypermarkets, supermarkets and hard discount chains worldwide, Carrefour enabled itself to leverage its economies of scale to benefit the feasibility of its global brand operations.  Overall, this strategy has been a huge success.  However, this strategic effort has taken its toll in France, due to the harvesting of corporate resources, to focus efforts abroad.  As such, France, which was once dominated by Carrefour, is experiences fierce competition from competitors to the Carrefour brand and pushback from governments that won’t allow construction of new hypermarkets in potential profit reaping areas.  Looking forward, it may be time for Carrefour to now shift towards a concentration strategy to firm up operations in countries that are most feasible to continue to do business and develop a more cogent growth model that makes sense long term.   

3.0 PROBLEM STATEMENT
4.0 The major issue with Carrefour is a loss of focus on their domestic operations, due to vast success internationally.  Even with their remarkable performance internationally and a substantial amount of market share; their domestic market ownership has dwindled.  This may not appear to be a problem from a standpoint of financial performance, since they still hold the number two ranking for hypermarkets in the world (Daniels, J., Radebaugh, L. and Sullivan, D. 2015).  However, it is paramount to keep the customer base where everything started, happy and growing.  This was originally the crux of their business and can be again.  It will take some prioritization on the part of the stakeholders, to reassessment the business and leverage what they have learned internationally and see if that same methodology can be applied at the headquarters in France.   Over the past few years, Carrefour has experienced an influx of new completion domestically and has not reacted in a way to meet the challenge.  This can be seen with the stock performance over the past few years as well, as they saw major losses in revenue due to lack of domestic performance and facility closures abroad (Yahoo Finance 2014).  Unlike when Carrefour started out, the French government has made it more difficult for the construction of new hypermarkets, to better protect the smaller domestic suppliers from monopolistic businesses (Daniels, J., Radebaugh, L. and Sullivan, D. 2015).  As such, Carrefour needs to contemplate a new means of operating at home, since their most successful business model utilizes further developing its brand alongside the development of a countries economy and may not be applicable to domestic success.


5.0 ANALYSIS AND ALTERNATIVES
6.0 Examining the strengths and weaknesses of the Carrefour business model, there are some areas of concern.  Domestically, Carrefour struggles to maintain a connection with the French idiosyncrasies.  There has been a shift in the norms of the customer base in France, which Carrefour has not properly prepared for.  In the beginning Carrefour catered to the French population, which had more modes of transport, more women in the workforce to support one stop shopping, an economy that supported their brand of business and less government restrictions on their brand of business.  Domestically, Carrefour only offers a greater variety of goods that competitors can’t.  This should allow for lower prices that the competitors can’t match, due to economies of scale.  This only applies to the small business models that try and compete, not the larger more direct competitors such as Tesco and Wal-Mart that can match the economies of scale.   Therefore, the advantage here is over the smaller business based on price.  The disadvantage when facing the smaller companies is based on individualism.  The smaller stores can adapt more quickly to that particular local area, which is a competitive advantage if you ingratiate yourself, as a company, with the local clientele.  You can generally identify exactly what your customer base wants and provide that to them by existing on a ground level, meaning knowing customers on a first name basis, which is much harder as a hypermarket operator.  As far as direct, more apparent competition, such as a Tesco or Wal-Mart, you have the advantage of being the domestic based company, instead of seen as “international”, like the other competitors. An argument can be made that the competition can use investigative strategies and procedures to acquire the same level of information, but there is an intrinsic value of being born in an environment and really knowing the surroundings there, that can’t be replicated.  In this case, the competition may try and hire local labor force to help dilute that disadvantage.  However, when a company starts from the ground up, by local proprietors and grows with the people, that advantage is usually hard to lose, unless you really take it for granted.  
7.0 Looking at the company from a growth perspective, it can be seen that Carrefour believes in growth via geographical expansion.  Carrefour operates in over thirty four countries; including ten thousand one hundred and five stores worldwide (Carrefour. 2014).    By the numbers, Carrefour has as more stores internationally, than they do domestically.  This means that the crux of their business is abroad as opposed to domestic.  This is both good and bad.  Typically diversification is a good thing.  It offers increased risk mitigation and the ability to absorb changes in economies that domestic only businesses cannot.  This is great for business as it usually prevents drastic drops in revenue and stock price as can be seen by the historic stock price data and K10 reports, over the past few years.  The problem here is that Carrefour excels in countries it grows with economically, which becomes moot if the company is already established.  If Carrefour were to focus more domestically, the company would most likely improve the local economy by creating more shopping locations, which inherently creates more jobs for the local population.  Additionally, this would hurt the success of small local business, by increasing the presence of a world power such as Carrefour, which the smaller establishments can usually not match the lower prices (Good Jobs First. 2014).  Domestically, the research shows that in most areas domestic performance is markedly better over various time spans (Deloitte. 2013).  This is not to say that international performance cannot exceed the domestic levels, however there is usually a steep cost associated with understanding the international market in which a company wants to enter and compete.  This may be a time or financial costs and even time is money, so for all intends and purposes, it’s a financial cost.  This being said, if the current international performance of Carrefour exceeds its domestic levels, there is inherently room on the domestic market to grow and improve.   
8.0 Compared to another large company such as Burger King, Carrefour’s foray into the international market was surprisingly similar.  The method that Carrefour used to become successful was to take advantage of being the first mover.  Although the first mover typically has to pay the increased costs of setting up the requisite infrastructure, it also allows that company to solidify relationships with, what may be limited levels of resources and suppliers.  Doing so fundamentally increases the barriers to entry that market, which reduces overall competition.  That is usually a good thing.  The difference is however, that Carrefour and Burger King operate in different markets and will inherently encounter different impediments to success.  Carrefour has issues with success if it is not the first mover due to lack of understanding of the local culture and the market needs.  Since a Burger King’s establishments are usually part of a franchise and started by a local entrepreneur, this has not been an issue.

9.0 Digging deeper, we also notice that Carrefour focuses their operational efforts depending on the latitude that a mature country offers for growth.  In Europe, Carrefour has taken advantage of opportunities to seize control of markets in Belgium, Spain and ranks among the top three retailers in Italy, which are a portion of seventy two percent of total sales (Carrefour, 2009).  In these countries, Carrefour was able to establish the necessary foundation needed to be successful in those countries.  Things such as resources, brand identification and pricing, were key in acquiring market share and increasing corporate revenue.   Contrarily, divestiture in countries such as China and Brazil has been difficult.  There have been numerous accounts of price manipulation and public protest of the retail chain because of incidents with support of the Dalai Lama.  Additionally, there was an incident in the Olympics, where a Chinese wheelchair bound; torch carrier was assaulted, which interrupted the ceremony.  This event was tied back to Carrefour, since the assailants were Tibetan.  To make matters worse, the Carrefour fees are high for their suppliers, which have led to strained relationships (Staertzel, Lene, 2011).   Therefore, countries such as China may show more promise for opportunity due to size, but consideration must be made toward the culture, which in this case can make the barriers to entry difficult and prolonged success challenging to attain.  
10.0 Some of Carrefour’s success can be attributed to the autonomy that local management has been given to run operations of “independent” local area offices.  This has led to greater insight in discovering the opportunities to expand inventories and change direction on target markets, which has been historically up to executive leadership.  This typically increases the customer base and the relationship with the customer, as they would think that their desires were heard by the store or supplier.  This may lead to a longer term relationship with the customer, which depending on the country, could last for generations (Staertzel, Lene, 2011).   The disadvantage with this approach is utilizing the local management in this capacity can be short sighted and not really adheres to the corporate directive.  Local managers may get caught up in local matters which, can be important locally but may not be important in the bigger picture, which could lead to increased operating costs and lower profits (Ivancevich, John, Konopaske, Robert, Matteson, Michael, 2013).
11.0 Carrefour also has to address situations wherein the local market may be large, but is also inhabited by other large retail players.  In these cases, Carrefour would need to assess their competitive advantage and deduce if it is feasible to conduct business.   It is not impossible to have a local market inhabited by three large retailers such as Wal-Mart, Tesco and Carrefour; however that may give way to parsed success.  The countries of China and India are in fact vast, however the economic rule of three still applies.  With Wal-Mart, Tesco and Carrefour being the three full line generalist and other companies operating as specialists in that market.  Therefore, for the big three companies to be successful, they need to constantly improve market share above 10%, or they will eventually fail (Sheth, Jagdish. Sisodia, Rajemdra S., 2002).  This would be indicative of cases of where Carrefour entered markets in countries such as Mexico, where there were already existing large players, such as Wal-Mart, but given the country size and culture, could not break through the barriers to entry at a level of sustained success.  As such, they were forced to shut down operations in Mexico.  In my opinion, using Carrefour’s international business model for success as a linchpin, for all three companies to be successful and utilize the rule of three; it will be necessary for the companies to enter at the same time.  In this way, they can learn from each other and the market conditions simultaneously, wherein neither competitor gains an advantage.  In this way, the onus falls to the customer to choose which retailer they would use, since familiarity and supply availability are no longer variables that can be used as a competitive advantage.  It inherently forces each company to divest their resources, conduct the necessary research, and make the appropriate decisions on marketing and sourcing, without sacrificing large amounts of time.  As they each learn from the other successes and faults, each will gain increasing market share and see incremental growth.   
12.0 CONCLUSION AND RECOMMENDATION
Considering the primary issue that Carrefour is facing, they must reassess their strategy for doing business domestically.  The international strategy will not readily transfer to their struggling domestic market.  It is recommended that Carrefour acquire the smaller share of the specialist that inhabit the majority of the retail market outside of the big three competitors.  Often, these entities have a certain level of personal relationship with the customers that they serve.  Acquiring these companies, will allow Carrefour to gain insights into what is necessary to regain its lost market share.  
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These companies obviously have information that Carrefour has lost sight of and to try and gain that data organically through surveys, interviews and other  question and answer methods could be too time consuming and financially wasteful.  It seems to be a better idea to acquire the smaller business and reduce the overall competition, while simultaneously discovering if their local practices are scalable at the national level.  This should be a win/win type scenario, depending on the final overall cost of acquisition.  Additionally, if successful, they may proceed to apply what was learned to their international model, if the research conducted points toward increased market share and possible operational growth.  This method offers the greatest opportunity for reducing risk, increasing profits and seizing market control.
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