1. Introduction

In recent years, some foreign retailers have operated in China successfully. A good example of it is Carrefour. To know how to Carrefour succeeds, this report will analyse it. The report includes 4 parts. At first, it introduces Carrefour simply. The second is the analysis of the Chinese retail market environment and SWOT of Carrefour. Thirdly, report will evaluate Carrefour’s marketing strategies. Finally, it makes recommendation on whether the Chinese market is a suitable destination for Carrefour.

2. Introduction of Carrefour

Carrefour is a grocery retailer of France which is the second biggest retailer in the world. It has operated 13 years in China. Nowadays, it own 79 hypermarkets, 200 champion supermarkets and 8 discount stores in 31 Chinese cities. The sale of Carrefour is the biggest in the all of foreign capitals in Chinese retail market (Chen, 2007).

3. The Analysis of Chinese Retail Market Environment and SWOT of Carrefour

3.1 Social Economic Environment Analysis

Due to the fast development of Chinese economy, people’s income also had a rapid increase. Figure 1 shows the per capita annual disposable income in China during the last decade.

(source: National Bureau of Statistics of China, 2008)

According to the figure 1, Chinese people had more disposable money. Therefore, their purchasing power has become stronger and stronger which means people can spend more money satisfying their needs (Baidu, 2008). It make Chinese retail market has opportunity to sell more products. On the other hand, the rise of income leads consumer’s demand increase (Lu, 2007). It brings a big challenge to Chinese retail market. They need provide not only good product, but also good service to consumer which will increase their cost. Taking one with another, the increase of people’s income is a good thing to Chinese retail market. 

To Carrefour, there is a massive potential market in China. The increase of people’s income brings a big opportunity to get more profit. Moreover, Carrefour own strong resource capability to satisfy the increase demand of consumer and turns challenge to its opportunity. 

In addition, to curb inflation, the interest rate for savings in China was increased as shown in Figure 2. 

(source: Xinhua News Agency, 2007)

As can be seen from the figure 2, the interest rate for one-year deposits from 2.52% increased to 4.14% in 2007. High interest is so attractive that people would like to put their money into band to get more interest and reduce consumption (Xi, 2007). For this reason, Chinese retail market is impacted.

The increase of interest rate for savings gives a threat to Carrefour. It makes Carrefour lose some consumers so as to reduce sales.

3.2 Social Environment Analysis

Nowadays, the rapid development of Chinese society results in the fast pace of people’s life (Guo, 2007). Lots of Chinese people don’t have enough time to purchase. Therefore, ‘on-stop’ shopping has become a new lifestyle (Jiang, 2007). It can increase big retailer’s sales, because consumer can buy lots of product once a time to satisfy most of their needs in it. However, this trend impacts small retailers, because the limited amount and sort of their products can’t satisfy the big needs of consumer.

The main format of Carrefour is hypermarket which owns enough width product lines (Chen, 2007). It can satisfy consumer’s demands of ‘on-stop’ shopping. Therefore, it is the strength of Carrefour. However, the hypermarket format lead the depth of Carrefour’s product lines is not enough (Chen, 2007). The limited number of each product’s versions may make it lose some consumers who prefer to choice some professional hypermarkets, such as the household appliances hypermarket. So, it is a Carrefour’s weakness.

3.3 Technological Environment Analysis

In recent years, technology development is quite fast in China. The wide uses of technology bring lots of benefits to Chinese retail markets. For example, the electronic point-of-sale system (EPOS) can check product price so fast and exact that improves retailer’s efficiency and makes it get more profit (Shanghai Barcode, 2008). Nevertheless, sometimes, technology may make trouble for retail markets. For instance, once the EPOS has a screw loose, it may lead the retailer lose lots of profit. However, as a whole, the technological development has positive influences to Chinese retail market.

Along with the development of technology, using the technological supply chain management which coordinates the cooperation between supplier and retailer is one of strength of Carrefour. It can help Carrefour respond the changing of consumer’s needs as soon as possible and get more sales (Chen, 2007). 

In addition, the wide use of internet also influences the Chinese retail market. Nowadays, internet shopping has become more and more popular. According to a survey, 56% people would like to purchase from internet frequently (Ministry of Commerce of the People’s Republic of China Department of Information Technology, 2006). It brings opportunities to the Chinese retail market. Because e-store can improve efficiency and save employee, retailer can get more profit (Xinhua, 2006). However, it also has some risk. The low credit of e-store may let the retailer lose consumers (Ma, 2008). 

The popularity of internet shopping is an opportunity to Carrefour. It can combine the real and virtual store to attract more consumers. Nevertheless, the risk of e-store may threaten Carrefour. Once it has problem in e-store, it will reduce the Carrefour’s reputation and even impact the sales of real store (Tian, 2006). 

3.4 Distribution Channel Member Environment Analysis

Because retailers can find out the changing of consumer’s need firstly, they have more powers than suppliers nowadays. Retailer can choose supplier which leads the competition among the suppliers get increasingly intense in China. The good thing to Chinese retail market is it impels suppliers to provide better quality products to retailers. However, some supplier adapts some measures, such as offering passage fee to enter the market to compete with others. It may cause confusion of Chinese retail market competitive environment (Zheng, 2005).

As a big foreign retailer in china, the competition among Carrefour’s suppliers is more intense. Carrefour charge high passage fee which is almost 36% of its sales from its suppliers. The small and incapable suppliers can’t endure the high passage fee in long-term so as to be eliminated gradually. Therefore, Carrefour ensures its product quality. Moreover, it can get more profit form it. So, this is one of Carrefour’s strength. On the other hand, because high passage fee increase the logistics cost of suppliers, the relationship between Carrefour and its suppliers is not very good. This is bad for Carrefour’s future development and one weakness of it (Chen, 2007). 

3.5 Competitive Environment Analysis

In recent years, the competition in Chinese retail market is quite intense. The first is the competition among different formats retailers. Compare to department store, multiple shops own stronger competitive power. In 2005, the sale of multiple shops is 11.7% of the society consumable sales (Showchina, 2007). Therefore, the format which is multiple shops, such as supermarket, hypermarket, shopping centre and discount store develop rapidly in China. 

The fast development of multiple shops gives Carrefour opportunity, because the main format of Carrefour in China is hypermarket, supermarket and discount stores (Chen, 2007). It can help it attract a lot of Chinese consumer and get more profit. 

In addition, because Chinese retail market was opened to the world since China enters WTO, the entering of foreign capitals leads the competition has become more intense. It brings the impact and stress to Chinese retailer. On the other hand, it stimulates the development of Chinese retailer market (Showchina, 2007). 

The opening of Chinese retail market brings Carrefour opportunity to expand its store and attract more consumers. However, the entering of other foreign capitals gives threat to Carrefour. For example, Wal-Mart, Tesco and Metro have strong strength to compete with Carrefour and may make it lose some consumers (Chen, 2007).

3.6 SWOT Profile of Carrefour

According to the analysis of the SWOT of Carrefour, the report produces a SWOT profile as shown in table 1.

Table 1 SWOT of Carrefour

Strength
Weaknesses

1.
Enough width product lines

2.
Technological supply chain management

3.
Charging high passage fee from suppliers to ensure product quality and get more profit
1.
Not enough depth of product lines

2.
Bad relationship with suppliers

Opportunities
Threats

1.
The increase of people’s income

2.
The popularity of internet shopping

3.
The fast development of multiple shops in China

4.
Chinese retail market opens to the world
1.
The increase of interest rate for savings

2.
The risk of e-store

3.
The entering of other foreign capitals

Basing on the SWOT profile, Carrefour can set the marketing objective and strategy.

4. Evaluating the Carrefour’s Marketing Strategies

4.1 The Strategy of Price

Carrefour adopts every day low price strategy (Chen, 2007). Compare to other competitor, the lower price can help Carrefour attract more consumers. Therefore, it can sell more products and get more profit. However, to seek low price, it is hard to ensure the quality and grade of products to Carrefour. Along with the rise of people’s income, the low quality and grade of products can’t satisfy the increase of consumer’s demand. Thus, low price may lead Carrefour lose some consumer. Carrefour can choose some big and reliable supplier and keep good relationship with them to insure the product quality and grade. 

4.2 The Strategy of Product

Carrefour uses the wide product lines strategy (Chen, 2007). It has diversiform product sorts which include foods, dresses, daily necessities, and household appliances. Various products can satisfy consumer ‘one-stop’ shopping need and save their time. Therefore, it makes Carrefour get more sales. Nevertheless, this strategy cause the product line is not deep. Consumer just can choice limited brand of each product. It may not satisfy the consumer’s demand. Carrefour can consider increase product’s versions to satisfy consumer. However, it has risk that if the increased brand can’t be accepted, Carrefour may lose lots of profit.

4.3 The Strategy of Service

The main Carrefour’s service strategy is providing big and free parking lots. It own more than 600 parking spaces. Along with the people’s income increase, nowadays, lots of consumer shopping by car (Zhu, 2006). The free parking lots can bring convenience to consumer. Moreover, big area avoid the problem that consumer can’t find parking space. This strategy make consumer would like to shop in Carrefour. However, Carrefour has to pay lots of money to build big parking lot. Whereas, it worthy of attracting more consumer. It is a successful strategy.

4.4 The Strategy of Promotion

The main promotion strategy of Carrefour is direct mail (Chen, 2007). It posts the sheets which print the information of new or sales promotion product to consumer directly. It has strong pertinence and warm feeling to consumer and can stimulate them to shop in store. Moreover, the cost of direct mail is very low. Consequently, it can help Carrefour get more profit. On the other hand, the direct mail wastes paper. It can’t be accepted by green consumers. In addition, the influence reach of direct mail isn’t very wide. Lots of consumer may not receive it. Carrefour can consider use recycled paper to save resource and print promotion information in community’s magazine to extend influence reach.

4.5 The Strategy of Location

The location strategy of Carrefour is carrefour located (Chen, 2007). As the same as it name, Carrefour locate its store in carrefour where have ample source of consumers and convenient traffic. It brings Carrefour opportunity to attract more consumers and sell more products. However, the busy carrefour exist lots of competitors. It impact on Carrefour and make it lose some consumers. As a whole, the strategy can brings more consumers to Carrefour. It is a successful strategy. 

5. The Recommendation on Whether the Chinese Market is a Suitable Destination for Carrefour

5.1 The Elements that Advance Carrefour Operate in China

The enough width product lines and good service of Carrefour attract lots of Chinese consumer successfully. It caters to the changing of Chinese consumer’s demand and steadies its status in consumer’s heart. It advance Carrefour operates in China. 

In addition, Chinese retail market opens to the world and the fast development of multiple shops and internet give Carrefour big opportunity to operate in China. Carrefour can extend its stores both in the real and virtual field. It will bring more consumer and profit. Moreover, Carrefour can perfect its technology supply chain management system to provide better product to Chinese consumer. Once Carrefour grasps these opportunities, it can operate in China more successful.

5.2 The Elements that Restrain Carrefour Operate in China

The bad relationship between Carrefour and suppliers restrain it operate in China seriously. Carrefour need adopt some measures, such as reduce passage fee appropriately to keep good relationship with them. Otherwise, Carrefour will hard to operate in China in the future.

The other foreign capitals, such as Wal-Mart give threat to Carrefour. Carrefour need set strategies to keep the number of its loyalty consumer and attract more consumers to beat competitors. Furthermore, Carrefour need change its strategies, such as price and product strategy to satisfy consumer’s increased demands. 

As a whole, although there are some elements restrain Carrefour operate in China, once they are corrected, Carrefour can operate more successfully in the future. Therefore, Chinese Market is a suitable destination for Carrefour.

6. Conclusion

In conclusion, the report analyse the social economic, social, technological, distribution channel member and competitive environment of the Chinese retail market. And then, it conducts a SWOT analysis of Carrefour in Chinese environment. After that, the report evaluates the price, product, service, promotion and location strategies which they have adopted in China. Finally, it recommends Chinese Market is a suitable destination for Carrefour.
