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Executive Summary

Expanding a business into other countries to makewell know brand across the
world is a key objective of any major company. Bapermarkets are no exception, in
the UK the four main chains hold majority of the rket share of the food retalil

market. Once they have secured a well known branoiirtheir home country they

will want to branch out into other near by courgrie gain a share of foreign markets.
The four main supermarket chains are Tesco, Saiyishihsda and Morrisons. Tesco
has started to gain market share in Eastern Eubgpepening stores in Hungry,

Czech Republic, Poland and Slovakia whilst the rottempanies are looking into

ventures abroad in the future, Sainsbury’s hasqust store abroad in Calais selling
only Wine and Beer this is mainly for the Britisbnsumer.

Deciding on a market environment

If a new venture is going to work abroad Tesco Wile to look into a number of
different factors to see which marketing strategpuld work in relation to
Switzerland. If they do not get this right and dmad with the expansion it could cost
millions if they had to pull out. Many factors dfe market environment have to be
taken into account in considering which way to apph the task. There are
economic, social-cultural, political, legal andtingional all these factors have to be
taken in to consideration when deciding on whemga@head with the venture.

Also how is Tesco’s going to enter the market aeytgoing to start fresh and build
their own stores and start a new brand or are go#tyg to move in by ‘take over
where they will have the stores, staff and moreartgntly the suppliers. Take over
would be a lot easier for Tesco because the iméretsire is already there.

Tesco will have to find out if the local market @aomment is different from the UK,
they will have to research what people’s buyingitsain Switzerland are, if they do
one weekly shop or if they buy products as thewlgmg also whether supermarkets
are popular in Switzerland like the UK. In Franag £xample more people will
choose to shop at a number of localised specglses instead on one ‘out of town’
supermarket like the British.

Advertising is another factor, will Tesco advertiseSwitzerland and who is their
target market. Switzerland has laws that don’t applthe UK such as you are not
allowed to advertise to children under the age3of 1

Is Tesco going to bring in new products or keepekisting Swiss brands or have a
mixture of both? Tesco has to work out if the Swass brand loyalty or will they
move to another brand if it's cheaper and just@sdg All these factors will have to
be taken into account before they decide on a nmotee Switzerland.
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About Tesco

Tesco PLC is the UK’s most successful supermarkith, a market share in the UK
(according to the analysts ACNielsen) of 22.8% @00Tesco is fast becoming one
of the world’s biggest supermarket chains and rked a firm number 8 in the
world's top 10 grocery retailers (M+M Planet Ret&003), with sales of £26.33
billion last year (eurostockcity.com, 2004).

Tesco in keeping with most supermarkets sells @&tyaof goods, ranging from
groceries and fresh food to clothes and compaksdidowever, Tesco has been more
successful in the UK than any other supermarkdtis Success has been built upon a
number of key areas largely; price, customer servitistribution, e-commerce,
loyalty cards and own label products.

According to the deputy chairman of Tesco, DaviddR&esco spends a lot of time
trying to understand the customers’ needs and l&tssit into detailed plans to add
value for the customer (2003). The extent to whielsco pursues adding value for
the customer and a competitive strategy can be bgesubstantial price drops
planned for 2004 representing more than an 11% dnoprice in real terms
(Tesco.com, 2004).

Owing to the success of Tesco within the UK ane®y wtrong cash flow, Tesco has
begun to pursue a very swift international strateffyhas been suggested that Tesco
is the fastest growing international retailer, &%70f overseas stores are under 3
years old (David Reid, 2003). Tesco now has ojmeratin ten countries outside of
the UK: Ireland, Hungary, Poland, Thailand, Cze@p#blic, Slovakia, South Korea,
Taiwan, Japan, and Hong Kong. From these ten tipesait is already the market
leader in six of them. The development into eaththese countries has been
different; however some general strategies cansbertined and it is certainly true
that Tesco has taken the skills and techniquesitthets learnt from the UK market
and used them to build success abroad.

Tesco has become extremely internationally motdjaténilst not neglecting its home
market. Tesco remains the dominant supermark#terJK, whilst its international
operations account for 50% of the group’s totabflgspace, 20% of the sales, and
15% of operating profits (Financial Times, 2004)esco’s international stores are
mainly concentrated in East Asia and Central Europecentral Europe the stores
Tesco has developed have been different to UK sugudeets, as the stores have
developed into hypermarkets. Although hypermarkeise a new concept for Tesco,
they have proved very successful, Tesco are novetiding hypermarket retailer in
central Europe, and EU sales were up 31% on last(feesco.com, 2004). Although
Tesco now favours central Europe and Asia, theieang attempt to enter the market
in France. In 1996, Tesco attempted to enter ttwket through a joint venture, but it
was a failure, and now only one wine store remam<alais. Following the
unsuccessful joint venture, when developing abrdadco now tends to favour a
strategy of supermarket acquisition. This takermsteategy has been proven to be
extremely effective, and simply involves buying @permarket chain, ripping out
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everything from the stores but keeping the locahaggment and employees and
maintaining and tweaking distribution channels.

It is evident that Tesco has strengths but wealkesease also present. One way of
analysing a company’s competitive position, is $e the SWOT analysis. A SWOT
analysis consists of highlighting the internal sgths and weaknesses measured
against the competition’s, and key external opputies and threats (Baker, 1995).
The results of the analysis will lead to a bettederstanding of how to leverage the
strengths to take advantage of perceived oppomrsndr to respond to threats and
how to compensate for known weakness (BrassingtdnPattit, 2000). The internal
strengths and weaknesses can be defined as follows:

Strengths

Strong Cash Flow— Tesco has gery strong cash flodrom the UK business. This
financial strength has enabled Tesco to move quickérnationally.

Customer service— Tesco has gainedgood reputationfor customer service and
value, particularly within the UK.

Distribution — Tesco first established its distribution channialghe UK through
importing many products from Spain and storing gheducts in warehouses, using a
standard JIT system. With the onset of internati@xpansion, distribution channels
to Central Europe and Central Asia have been esiiglol and proven to be successful.
Within these countrie85-95% of foodstuffs are purchased locatynly textiles and
durable products are purchased on a global sd&ézause Tesco is becoming a key
international player its bargaining power interaadlly with suppliers is increasing.

E-commerce —Tesco.com is th&argest grocery e-tailoin the world, and achieved
profits of £12 million in 2003 (Tesco.com, 2004nternet shopping accounts for 5-
12% of turnover in some stores. This part of Telsas become part of the tool kit
which has been taken abroad, and it has been ladnoHreland and in South Korea.
It has been so successful that Tesco has teamedhupS supermarket firm Safeway
Inc to provide its online shopping services, givilligsco a footstep in the US
marketplace.

Loyalty cards — Tesco has been using loyalty cards for many yedise use of
loyalty cards has beefine tuned’ (David Reid, 2003), and the use of the data has
become a way in which management is able to idenéfv trends and understand the
customers buying behaviour. The approach has besonsuccessful that the system
is going to be taken to South Korea.

Locally focused abroad —When developing abroad, Tesco ugetatively few
expatriates expatriates are seen as just the ‘steering wh@svid Reid, 2003).
Tesco typically has 6 expatriates per country imgarison to some international
retailers that have 40-50. Tesco when developbrgaa uses local managers who
know and understand the local market and localteamnd thus are in a better position
to win business.
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Stores — Tesco has a wide range of sores includifiggsco Locals’ (small
convenience storesupermarketsand hypermarkets Within the UK the vast
majority of stores are supermarkets selling mafolyd. Non-food items in the UK
excluding gasoline account for only 13-15% of twew Abroad Tesco has
developed hypermarket stores that sell productgimgnfrom ‘wooden sledges in
Slovakia to Ski equipment in Poland’ (Tesco.con40

Products— Within the UK Tesco offers a wide rangeos¥n-brand productsvalue’,
‘finest’ and ‘Tesco’. ‘Value’ is the entry poinamnge of products whereas ‘Finest’ is
the premium brand in the Tesco range. All threthefTesco own-brands account for
50% of Tesco’s sales (Tesco.com 2004). Tescodianttheir own-brand products
abroad, for example in Poland, where 1200 own-bmnducts account for over 14%
of total sales (Tesco.com 2004).

Weaknesses

Orienting people to work internationally — Tesco has somesistance within the
UK workforceto help setup operations abroad. Although onsnaall number of
expatriates is required, these tend to be thegdaegile within Tesco, therefore there is
a danger of withdrawing the best managers fromJKamarket, as this could in turn
result in Tesco’s dominant position within the Ugitg reduced.

Failed attempt in France— Although in more recent years Tesco has beeresstul
abroad in central Europe and East Asia, failureniwit-rance between 1996-1997
maylessen their chances of development in Westerngéumahe future.
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The Swiss Marketing Environment

Switzerland is a small, highly developed, multiliiad country situated in the heart of
Europe and is considered to be one of the worldistrattractive markets because of
its economical, political and financial stabilitproductive and quality-conscious
economy and low taxes. Today most business aesvére global in scope as finance,
technology, capital and investment, productionliées, purchasing and marketing
and distribution network all have global dimensionsNumerous international
organisations have a strong representation in 8vlétzd to reap the rewards of its
successful economy and superior life style andighilse intention of Tescos.

A key feature of Switzerland is its cultural diviieysand one main reason for this is its
location in central Europe. Germany, Austria, Liecistein, Italy and France all
border Switzerland and as a result of this theeefaur official languages spoken:
German (74%), French (20%), Italian (4%) and Rorolar(§%) with the remaining

1% speaking alternative languages. (www.about.ch)

Switzerland’s diversity is packed into the smalkarof 41,285 square kilometres
where the Jura, the Plateau and the Alps formhreetmain geographic regions of
the country. Zurich, Basle, Geneva, Berne (the tapand Lausanne are 5 of
Switzerland’s largest cities and despite the sisialk of Switzerland, its 26 cantons
and 4 languages make it one of the most complex ntdes.
(www.sibald.com/ch/ch.html)

Switzerland has a high population density, withopylation of 7.3 million people,

20% of which are non-Swiss. Switzerland offers saime best living conditions;

however for tourists this means costs are highan tanywhere else in Europe.
Residents of Switzerland have the highest income gapital and the highest
insurance coverage per person. It has been nottdSthiss people are reserved,
reliable, tolerant, known for their high work ethamd tend to be broadminded,
hospitable and understanding. Since Switzerlandnloasatural resources, education
and knowledge have become very important resoumned because of this

Switzerland claims to have one of the best educatigstems in the world. The
cantons are responsible for educational serviceimdé€kgarten, schools and
universities) and therefore education may vary ifigantly between cantons.

(www.about.ch)

The distribution of the population varies greathjth only 10 per cent of the total
population living in the Alpine region. The diverslimate and terrain of Switzerland
make most of the country unsuitable for both livimgand growing crops, for
example 2/3 of the area of Switzerland is covergl forests, lakes and mountains.
Farming is also important in Switzerland, but tlieduction of the farming industry
does not cover the needs of the population so 8datzd must rely heavily on
imported goods from other countries. There areethmain sectors of the Swiss
economy: agriculture, industry and services. 10%hef population are employed in
the agricultural sector and this area is consideaedthe “primary sector” and
supported by the Government. 40% of the populati@nemployed in industry, trade
and handicraft, however many goods are exportedaaradresult the economy suffers
because of the expensive Swiss franc and Switaédaabsence from the EU.
Services are the most significant part of the Swassnomy, notably tourism,
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banking, engineering and insurance, with 50% ofgbpulation employed in these
sectors.

Swiss Economy

In recent years the economic practices of the Swese increasingly tended to
conform to the system of the EU in order to enharhbeir international
competitiveness. Switzerland therefore remainslider investors, because it has
maintained a degree of bank secrecy and has kefiteufranc's long-term external
value. Between 1991 and 1997 the Swiss economyriexyged its strongest growth
of Gross Domestic Product (GDP), however in 200drehwere a lot of scandals
which slowed the growth of the economy to 0.5%. edployment has risen from
2.8% to 3.6% in 2003 but these statistics stillagmower than the EU average, as
Switzerland has a highly skilled labour force amd the 3 quarter of 2003
Switzerland pulled out of a double drip recessi¢fhe Economist, 14/02/04)

Inflation in Switzerland is minimal and in additidche Swiss franc is one of the
strongest and most stable currencies in the woitld thie franc recently reaching a 7
year high against the dollar, despite the launchthaf Euro in January 2001.

Switzerland’s decision not to join the Euro has gotatly altered the economic
conditions and has benefited the country in seweris. Firstly even though the

Swiss and European monetary policies are simila@ciic economic conditions in

Switzerland may prompt the Swiss National Bankduwigte from the course pursued
by the European Banks. Strong demand for the Simasgs by foreign investors

mean the Swiss interest rates are low and thiseg@na competitive advantage to the
domestic industry and provides benefits to domestosumers. The Swiss are
reluctant to give up the benefits of low intereges by joining the Euro.

Switzerland’s Political History

Swiss politics are some of the closest to a dideatocracy in the whole world. Their
federal republic approach gives voters the confidem their government. The
current President of the confederation is Pascalc@epin; the Swiss Federal
Assembly decides this every four years. Their gowvemt is known to be one of the
most stable governments there is. From 1959 to 2B@3Federal Council was
composed of a coalition of all major parties in faene ratio (2 Radical Free Party, 2
Social Democratic, 2 Christian Democratic and 1sSwPeople’s Party). Someone
from the same party and preferably the same seXagliage group would fill the
position when a cabinet member left their job.

For the last 50 years the amount of votes for d2aity has roughly remained the
same only varying around one or two percent. This$Sare more likely to stay with
a Party that their family has an affiliation withhis is how the parties remain stable
because the children of the families follow theingtof their parents.

Switzerland has a diverse society; most of the wgisn voters support the

government on issues concerning defence and foy@djnies. There are no major
problems with the domestic polices however somthefkey issues of the changing
international environment have been re-examinesliels like defence, neutrality and
immigration are all to be reassessed to determitiie ipolicies need updating.
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Over the recent years the voting power has chamg8itzerland. The rightist Swiss
People’s Party (SVP), has become an up and conary py doubling its voters in

only 3 elections. They have increased their pesggnbf votes from 11.0% to 22.5%.
They believe that in the next election they shdwddable to increase this majority.
This is a new development in Switzerland, in thstpaost voters were loyal to their
party but over the past decade this has changedaeads are a lot less loyal.

As Switzerland is moving closer to Europe they tamaintain the non-engagement
with EU polices and economic factors. The problenthat the Swiss people are not
keen to integrate with the EU, as this will losengsoof the great economic success
they have had since 1849.

Passing laws in Switzerland is done directly thiotlge people, once the government
wants to introduce a law they will have to callederendum where the residents of
Switzerland have to vote on whether to accept atimk the bill. In particular, the
Swiss are unwilling to sacrifice the direct demagraystem that has existed since the
founding of the modern Swiss confederation.

In 1990 the Swiss imposed strict laws on immigratio their country, they restricted
the moving of people who where not Swiss, ‘the ony you are able to obtain
Swiss citizenship is by popular vote of the locamenunity’ (Harvard International
Review, 1999). Under EU and EEA law they would hawegive up this right to
restrict people. Residents of any EU country coesfider and live in Switzerland
unrestricted, the Swiss believe if they relax thmimigration law they will lose ‘their
strict neutrality and independence from the worlgna’ (Harvard International
Review, 1999).

However in 1999 elections, the Swiss changed tmmalovoting pattern by a drastic

shift in votes to the party that will keep theirtdated traditional views and polices.
The people of Switzerland showed they are willmghange party to keep the current
status of Switzerland and not joining the EU. Dgrihe 1999 election, Blocher stated
that “we are for an open Switzerland, but not fttachment to any international

organisation” (Harvard International Review, 1999).

Swiss International Relations

Switzerland is not a member of the European Uniatnon September 102002 they
became a full member of the United Nations (UN)oiPto this Switzerland had
participated in many UN activities such as the Ubhference for trade and
development. Before they joined the UN they haceoled at the UN meetings since
1948. Switzerland is not just a member of the Udythre also a member of a whole
number of international organisations; The Worléde organisation, Organisation
for Economic Co-operation and Development, EuropBege Trade Association,
Bank for International Settlements, Council of EpgpOrganisation for security and
Co-operation in Europe. Many of these organisatamesbased or held in Switzerland
because of Switzerland being neutral.
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The Swiss Constitution declares the preservatioS8watzerland’'s independence and
welfare as the supreme objective of Swiss foreigiicy. Other long term goals held
by the constitution are as follows:

‘...further the peaceful coexistence of nations; pstanrespect for human rights,
democracy, and the rule of the law; promote Swissnemic interests abroad,
alleviate need and poverty in the world; and theservation of natural resources’
(International relations of Switzerland, 2004).

Looking back at Switzerland’s international relasowith other countries you will
notice that there are no great ties to any cour8witzerland in the past has kept
away from making agreements with countries on amijitor political issues. The
Swiss do this so they can be completely neutradcenarios such as War. Today
Switzerland is changing; back in 1986 Switzerlaad la referendum on whether to
join the UN. The motion failed by a majority of @ 1, in March 2002 the motion was
carried to join the UN. Although it was very clasesixteen years a large majority of
Swiss moved for a closer relationship with otheurddes but this still doesn’t
compromise their neutrality and will broaden th@pe of activities. ‘Switzerland
maintains diplomatic relations with almost all ctiigs and historically has served as
a neutral intermediary and host to major intermatio treaty conferences’
(International relations of Switzerland, 2004).

The Swiss feel they have an obligation to undertakeial, economic, and

humanitarian activities that contribute to worldape and prosperity. Switzerland is
the host to the organisation of Human Rights (Gan€envention) and The Red
Cross is also based in Geneva, their logo beingnagrsion of the Swiss National

flag. The Swiss feel an obligation to help otheurtoies, especially developing

countries such as parts of Africa to get aid toaheas of the world that have most
problems.

As Switzerland is a neutral country they haven't lzany major disputes with any
other countries and have abstained from most iatemmal conflicts (International
relations of Switzerland, 2004). Although countrieghe European Union surround
them, they are not currently a member themselves.

As the SWOT analysis is a useful tool for gras@ngpmpany’s competitive position,
it will now be completed as a means of analysing éxternal opportunities and
threats of Tesco going into Switzerland:

Opportunities

Own Brands — Within Switzerlandthere is already #arge acceptance of own-brand
products penetration of own-brand products is higher int&svland than in any country in
Europe (Mintel, 2000). Tesco has already succégdfeveloped own-brand products, and
this expertise can be monopolised upon in the Swmigket where supermarket own-brand
products are readily accepted and account for n&éxlper cent of the Swiss sales (Cateora
and Ghauri, 1999).
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E-commerce— The Swissrealready accustomed to e-retailingnd currently Switzerland
is one the most successful examples of a countiyrasimg internet shopping. The two
largest supermarkets in Switzerland; Co-op and ddigboth offer successful and popular
online shopping systems. As Tesco is the largasdinaost experienced grocery e-tailer in the
world, it will be able to compete very effectivelsgnd bring it's expertise in this area to
capture markets share from its competitors.

Wealthy Market — The Swisamarket is one of the most attractive markets @ whorld
owing to its wealthy inhabitants, and stable ecoporti Tesco can successfully compete in
Switzerland and establish itself, then it couldelep into asolid means of cash flow
for future international expansion

Price Sensitive Market— Themajority of marketing for Migros and Co-op is done
on price Although a wealthy country, the Swiss appeddaqrice sensitive. Tesco
is very successful at cutting costs, and providirtggh quality service. Thus Tesco’s
product offering of quality and low prices seemdlweatched for the Swiss market.

Broad minded — The Swiss tend to be broadminded, soraeas likely to be as
opposed to a British retaileentering the market as much as other countries in
Western Europe such as France or Italy are likelye. The fact that Tesco employs
mainly locals should reinforce the fact that Tescobuntry of origin will not be a
hindrance to expansion within Switzerland.

Starting point for Western Europe — Switzerland is aideal country to develop into
where future growth can emerge fror8witzerland is located in the centre of Europe,
and boarders Austria, Germany, France and Italypfalvhich could be attractive
countries to move into in the future. If Tesco dawvelop a successful brand name in
Switzerland and establish distribution channeles¢éhcould be used to aid plans to
develop into France again, or to go for the firsietto Austria, Germany or Italy.

Threats

Cultural Diversity and Language Limitations — Switzerland although only a small
country has4 separate languages and effectively 4 people grouficcording to
Cateora and Ghauri ‘language translation encouirtatsnerable barriers that impede
effective, idiomatic translation and thereby hampemmunication’ (International
Marketing, 1999, p378). This complication with @guages will have numerous
implications for Tesco including implications foramketing in terms of advertising
and packaging.

Swiss Market unique — Because of the differences in people within Ssviend,
tastes and perceptions diffatso. This makes the Swiss market completely uaiq
within Europe. As a result much market researdh be needed, and competitor’s
strategy investigated as to what products will beded to be offered within the Tesco
stores. The closest market Tesco has dealt witichwban be compared to
Switzerland is France, and Tesco’s developmentthigocountry was a failure.

E-commerce— Although it is encouraging that the Swiss areuatimed to e-tailing,

much of Tesco’s e-commerce success within the UK lbaan out of Tesco offering a
more effective system of internet shopping than petitors. However Migros and
Co-op both already offer attractive and success$foime shopping’ services. This
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could prove a disadvantage to Tesco because itbeilentering a country where
internet shopping is already popular and used, itinpsying Tesco will need to offer
an online service above and beyond what MigrosGmap currently offer.

Local competition (Migros and Co-op) — Migros and Co-op are the largest
supermarkets in Switzerland, and collectivalycount for 70% of the market share
(Bell, 1999). This is a massive proportion of tharket, and as a result there are
numerous implications for Tesco. Migros has a miasghare of 37%, and Co-op
32%, practically this means that both of these supekets have huge buying power
over their suppliers. It is clear that Tesco wieatering Switzerland will not have
anywhere near the buying power that Migros or Cdiap. This means initially in
order to compete on price with Migros and Co-opfipmargins will be small, and so
the return on the investment of moving to Switzedlanay well take many years,
until Tesco reaches a reasonable size and thutebeimge with suppliers. Migros
and Co-op are both long established names in Svatmd; and accepted as a ‘part of
every-day life’ (Bell, Food Retailing in Germany,usgtria and Switzerland, 1999,
pl7), something that Tesco will not be able to cetapvith for a long time.

Carrefour — Carrefour is a French supermarket, but recendy heenpursing
ambitious plans for international developmer€arrefour merged with Pro-mode in
1999, and is the world’s second largest retailad & easily the largest retailer in
Europe (M+M Planet Retail, 2003). Carrefour hasergly developed into
Switzerland, and has a small number of stores ksiteld (Wwww.swissinfo.org, 2004).
Practically for Tesco this means that Carrefour haaten Tesco in moving into
Switzerland. Carrefour has the potential to grote & large retailer in Switzerland as
it has distribution channels in France. Thus Tesest be aware that it is not the
only supermarket which is looking at Switzerlanchasattractive market to enter.

Wal-Mart — Wal-Mart is by far thdargest retailer in the world and is rapidly
growing and is seeing massive success. Wal-Mart has apesah England and in
Germany. In Germany Wal-Mart pursued incrediblyifsyplans, whereby they
established a base of 95 stores in a matter ofmontval-Marts move into Germany
demonstrates its determination to venture intoBhmpean market and in 1999 Wal-
Mart had a markets share in Germany of 13% (M+M@&idetail, 2003). For Tesco
the implications of Wal-Marts movement into Eurapdarge, particularly as Wal-
Mart is prevalent in south-western Germany along Hoarder of France and
Switzerland. It can be expected that it is onlynatter of time until Wal-Mart
expands into Switzerland. For Tesco this may meahould seek to move quickly
into Switzerland before Wal-Mart, the retailing igiamakes a move.

Carrefour and Wal-Mart merger — Only very recently in the news there has been
talk that Wal-Mart has been enquiring of acquisiitng Carrefour (http://www.union-
network.org, 2004). Evidently this will have imgditions for Tesco, because if it
takes placeWal-Mart will have a base in Switzerland to builgpom Also a
combination of Wal-Mart and Carrefour will have tdisution channels throughout
Europe which are established and efficient. Olslpuf Tesco is to pursue an
international policy in Switzerland, it should beng considering the implications that
the rumoured mega-merger could have.
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Distribution — Distribution in Switzerland idifficult because of the country’s
geographical setting as a mountainous countryAs a result the location of
distribution centres would be very restricted. haligh distribution within
Switzerland would not at all be easy, if Tesco werg@ursue a takeover strategy it
would make the issue easier as distribution centresld be already set up and
suppliers established. For Tesco to go into Swand with no distribution channels
set up, it would be very difficult, however by atiog a strategy of acquisition
distribution networks could be built upon and Tés@xpertise used.
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An Analysis of Alternative Marketing Strategies Teso could pursue in entering
the Swiss market

Market Entry

When a company such as Tesco makes the commitmenaiket internationally, it
must choose marketing strategies in order ensgreater chance of success. One of
the most important decisions is to select a mediodarketing entry and this decision
should reflect an analysis of market potential, pany capabilities and the degree of
marketing involvement and commitment managemeptapared to make (Cateora &
Ghauri 1999).

A joint venture is one of the most important typéscollaborative relationships and

has become an increasingly popular method of ehtring the past twenty years. “A

joint venture is set up when two organisations coogether to create a jointly owned
company. The two parents share the ownership, @oaird profits, as well as the

risks” (Brassington & Pettitt 2000). However follow the failure of a joint venture

in 1996, when Tesco attempted to enter the Freratkaty Tesco is now in favour of

adopting the strategy of supermarket acquisitioms Take-over strategy has been
proven to be extremely effective, for example whersco entered the market in
Ireland they took over the popular supermarketrch@uinns. A take-over involves

buying a supermarket chain, changing the physispkets of the stores, notably
products and signs, but keeping the local manageamhemployees and maintaining
and tweaking distribution channels.

Retailing Strategies

Tesco must also take in account the retail-margedinvironment in Switzerland, in
order to determine the retail strategy they wilbpidwhen entering the Swiss market.
At present Migros and Coop Schweiz, who accounbe®0% of total retail sales in
2001, dominate Swiss grocery retailing. Compareth e UK, there is a large
amount of small and medium sized stores in Swinet] as it has emerged that
grocery stores are increasingly more successful lli@e hypermarkets as the trend
in Swiss shopping habits is towards conveniencerdlare a higher number of food
stores per thousand people than in many other Geanh northern Europe and the
alpine geography of Switzerland provides an explanafor this. The pattern of
retailing in Switzerland is constrained by the mamyuntains, lakes and forests, there
are many small villages and travel times betweenféw large towns are lengthy
(Bell, 1999).

Following this assessment of the Swiss markes likely that Tesco will aim to set
up small convenience stores, somewhat like theesistglTesco Expresstores in the
UK, instead of larger supermarkets or hypermarketich are not as popular in
Switzerland. Bell (1999) states that the superetackain, Migros, in Switzerland is
regarded by the consumer in the same way as MakSpencer in the UK, as these
retailers are accepted in their different ways as pf everyday life. Through setting
up convenience stores like Migros, in petrol stagidor example, Tesco should aim
for this type of recognition in Switzerland in ord® be successful. Another Swiss
firm, Denner, attempted to differentiate itselfrfrats major competitors by becoming
a discount operator and consequently lost markatsh
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When looking to recruit staff for the stores in &e&rland, Tesco can adopt several
strategies. Cateora & Ghauri (1999) affirm that thanber of personnel from the
home country assigned to foreign countries variesoding to the size of the
operation and the availability of qualified localBersonnel can be located from three
sources: expatriates, local nationals and thirdatgunationals. When developing
abroad, Tesco uses relatively few expatriatesepiefy to use local managers who
are more knowledgeable about the business structuheir country. Local managers
will have a better understanding of the local mada culture and are therefore in a
better position to win business, as well as beirmgemaware of the legal barriers
Tesco may face. It is well documented that the SWwave a very high work ethic and
in recent times there has been a shift from fatletiemployment to more part-time,
which could suit employers such as Tesco. In regaodwages, the total cost of
keeping local nationals is well below the costg tira associated with expatriates, for
example expatriates may require special cost-afgdivbenefits and moving expenses,
in addition to a higher tax.

Product adaptation and development

Before extending their product into Switzerland/guld be necessary for Tesco to re-
evaluate the components of their international pcodoffering. Kotler (1992)
suggests three essential areas for consideratiomdrketers wanting to meet the
needs and demands of their future customer basterKostly identifies product
benefits relating to the elements which customers feeltntleeir needs and the
satisfaction perceived from image and performahte¥e Tesco would need to look
closely at the shopping habits of the Swiss andnéxa the successes of existing
Swiss supermarket retailers in terms of the imégy ppresent and the ethics which
they stand for. Kotler identifies the second p@sproduct attributes, the features,
specifications and styling of the product. Tescouldoobviously need to provide
some differentiation between themselves and othéssSretailers whether that be on
the range of products offered or an entirely ddférpackaging and branding style.
However it is vital to not misjudge the market bgt tonforming to conventional
styles of Swiss retailing and thus be of little eglpto those reluctant to try a new
genre of supermarket. Lastly Kotler suggests thatmarketing support services
should be considered. We have seen that Tescodnasufar strengths in providing
an excellent e-tailing service, yet additional edes such as providing satisfaction,
good delivery, after-sales service and guaranteesakso all vital in ensuring the
success of the Tesco product in Switzerland.

Tesco need to establish where they want to poditiem product in the Swiss market
and what benefits they are expecting their targgiment to gain from shopping at
Tesco. In their previous international expansioascb have adapted their product
offering to some degree, developing hypermarkete ssyores and selling products
relevant to the country situation (taking our poexa example of wooden sledges in
Slovakia). As with many global organisations thesirlogical approach for Tesco to
take is partial standardisation and following tlea of glocalisation. Whilst it is
possible to offer a globally standardised brandstrgtegy it is vital for Tesco to
consider modifying their product for particular tarser segments taking into
consideration differences in the actual producteims of tastes yet also considering
their marketing approach. One issue that TescodvbaVe to constantly deal with in
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Switzerland would be the multiple language barripreduct packaging would most
definitely have to be localised to include all langes spoken in each canton.

Due to the strength of Tesco’s e-tailing strategshie UK it may be useful to consider
encouraging the use of Tesco's clicks and mortapragech in Switzerland,
particularly in the cantons where only small retstibres exist and therefore the
variety of choice is limited. However the physistdres themselves must also explain
the benefits of shopping at Tesco and create catieeddvantage that is obvious to
the Swiss consumer. Portegeneric strategy mode(1990) suggests that in order to
create competitive advantage on market entry fioas eitherfocus on a narrow
segment and build in-depth knowledge where a lowkatashare is held, or in a high
market share situation firms can concentratediffierentiation or cost leadership
As we have seen Tesco is largely concerned witpikgecosts at a low level and in
order to do so sells a lot of its own brand produ&ateora and Ghauri (1999)
estimate that “...own-brand products have capturedin&0 per cent of the British
and Swiss markets...” so perhaps cost leadershipasaay forward for Tesco in the
Swiss market as there seems to be a demand fobmawma products within the retail
market. However this is risky ground as we havensisat Denner tried the cost
leadership approach and failed, therefore a palignsuring the Swiss that price was
not compromising quality would have to be taken.

Whichever approach Tesco decided to focus on inzéwand they would need to
appreciate the complexity of the culture (as thayehsuccessfully done in previous
international ventures) and understand how “culturiluences are interwoven with
the perceived value and importance a market places product” (Cateora and
Ghauri, 1999).

Channels of distribution

More and more companies across Europe are now mgprkiith centralised
warehouses and distribution centres using JIT priiolu and purchasing policies. As
the methods of distribution become easier the aumaion of production is
increasing (Cateora and Ghauri, 1999). Tesco woeédl to consider the best channel
of distribution to pursue taking into considerattbe nature of both their product and
the Swiss environment into which they would be gntg
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Cateora and Ghauri, 1999 Figure 15.5 Factors Influencing Choice of Chasnel

The above model demonstrates the six C’s of chasinategy, despite the overall
marketing strategy of the firm needing to embody tompany’'s profit goals the
channel strategy itself has specific goals. Catem@ Ghauri urge that the six C’s
need to be considered to develop economical aedtefé distribution.

Cost: This covers both the capital or investment costiefeloping the channel and
the continuing cost of maintaining it. Maintenancests would include Tesco’s
selling force and also the costs of various midéenwho handle the goods
(including transporting and storing goods, providiredit, costs of local advertising
and sales representation).

Capital Requirement: The amount of capital required will depend on tyyee of
middleman that is used. In establishing their oales force Tesco would encounter
the highest investment whilst using distributorsdealers may incur less costs. In a
take-over acquisition Tesco could elaborate onsirstems already in place from the
previous supermarket and use the expertise ofrHm®untry management to advise
on keeping costs to a minimum.

Control: As a channel of distribution increases in length #mount of control that

can be exerted decreases in terms of price, promati types of outlet used. By
establishing their own sales force Tesco would amfrse have the most control yet
this is pricey so many would prefer to carefullyesé middlemen who they believe it
is possible to exert control over.

Coverage: Coverage of the desired market can either be deaigen according to
geographic or market segments. In sparse marketgifficult to develop coverage
due to inadequate channels whilst in the busiemsegs the competition is intense.
The solution therefore is not full-market penetmtibut to enter the market in
specifically populated areas such as the city esnifhis would perhaps be useful for
Tesco in terms of their smaller outlets to establisemselves and build a good
reputation.



16 of 19

Character: The channel of distribution must fit the characbérthe product and
company. For Tesco perishable fresh goods would eige consideration here.
Previously Tesco have used JIT delivery effectitelgnsure customer satisfaction at
the level of freshness received.

Continuity: Many middlemen are part of small institutions that not particularly
loyal to their vendors. If one individual is to gteut of the chain Tesco could loose
all distribution in that area. Distributors and lées are seen to be the most loyal but
manufacturers must work on building loyalty throaghthe channel to ensure that
business will continue effectively in the long-terthpursuing a takeover acquisition
Tesco would need to re-evaluate the middlemen pusly used and rapidly build up
their confidence in the abilities and stabilityTadsco as a vendor.
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Managerial Recommendations

Following our analysis of the Swiss retail marked & esco’s international strategy, it
is evident that the arguments in favour of marketyeare greater than the arguments
against.

Switzerland is a prosperous country with a staldenemy and a high disposable
income; making it ideal for investment. In additi®@witzerland will prove a perfect
gateway to other central European markets, not#taly, Germany and Austria,

continuing Tesco’s ambitious international polickesco’s current image of high
quality goods at a reasonable price will be weilleslito the Swiss market drawing on
research of present supermarket offerings withénctbuntry, for example Migros and
Coop.

Tesco’s policy on recruiting local managers is appate in the Swiss market as a
high work ethic and a recent shift in trends frami-fime to part-time employment

will ensure a smooth transition into the marketldwing close analysis of shopping
trends in Switzerland favouring smaller conveniesitges, Tesco will have to utilise
their knowledge in this area.

One factor, which could deter Tesco from a veninte Switzerland, is that it will be

a long-term investment, hence shareholder weallhmai be maximised in the short-
term. Tesco need to make this decision, taking awount their available cash flow
and current market situation abroad.

Another major disadvantage of market entry for Deiscthe potential threat of other
multinational market entrants. Wal-Mart and Caroefotwo significant potential
entrants, are both looking to broaden their inteonal presence, which could hinder
Tesco’s advancement. With this in mind Tesco nequutsue swift action if they are
to successfully enter the Swiss market ahead ofiint competition.

It is clear that the most preferable strategy faarket entry will be a takeover
strategy, a policy that Tesco is already familiaithwin the majority of other
international markets, notably in Ireland and Basteurope. A takeover strategy has
previously proved successful for Tesco, in contraghe failure of their joint venture
in France.

Following the recommendation to go ahead with ttuwpsed venture in Switzerland,
Tesco must now investigate appropriate groceryileesato acquire in order to
progress effectively.
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