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“Do more than is required. What is the distanceviEn someone who achieves
their goals consistently and those who spend thais and careers merely
following? The extra mile.”

Gary Ryan Blair



Jerénimo Martins in Poland: Biedronka

1. Abstract

This document is the final requirement for the eordl of Master in International
Management degree from ISCTE Business School. pidgect is a case study about the
internationalization of a Portuguese company frém ¢distribution and retail industry to
Poland, and how the process/strategy was develdgesl.main topics of this project are:

international strategy, international marketing antlural adaptation.

Jeronimo Martins is a Portuguese holding with ima¢ional projection. It operates mainly in
food market and its main activities are relatechwidustry and distribution.

Jeronimo Martins’ international expansion to Polataited in 1997 when the group bought
243 stores. This operation conquered the Polistkehanaking Biedronka (the name of the
group in Poland) the largest and strongest sup&enhahain present in Poland. Today, it is
recognized by more than 92% of Polish consumersngahe lead in the food retail market.

The present case demands reflection and thinkirmutathe main challenges faced by
companies when approaching foreign markets naneggnomical, cultural and strategic
constraints. The practical perspective and the mhjcgthat this case involves, makes it quite
relevant, as an object of study and knowledge abosituation that can be applicable to

many companies: international expansion.

Key words: International strategy; International Marketingitdrnationalization Processes;
Retail market;

JEL ClassificationM1 (Business Administration); M3 (Marketing and Vauitising);

! In organizational websit@vww.jeronimomartins.pt)
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1. Sumario

Este documento € o requisito final para a atritui¢h grau de Mestre em Gestao
Internacional do ISCTE Business School. Este ptojee um estudo de caso sobre a
internacionalizacdo para a Polonia de uma emprestudtiesa a actuar no ramo da
distribuicdo e industria, e como todo o processsteatégia foram desenvolvidos. Os temas
principais deste projecto séo: estratégia inteomadj marketing internacional e adaptacao

cultural.

O Grupo Jerénimo Martins é uma holding Portuguesa projeccao internacional. A actuar
principalmente no mercado alimentar e suas prircigetividades estao relacionadas com a

industria e distribuicao.

A expansédo internacional do grupo Jerénimo Marfiaga a Polonia comecou em 1997
guando o grupo comprou 243 lojas. Esta operacaquisiou o mercado polaco fazendo da
Biedronka (0 nome do grupo na Polénia) a maior & tiaste cadeia de supermercados na
Polonia actualmente. Hoje em dia, a Biedronka é@meecida por mais de 92% dos

consumidores polacos, tendo a lideranca no memadetalho alimentér.

O presente caso exige reflexdo sobre os princigasafios enfrentados pelas empresas
guando equacionam internacionalizar o seu ambitoacdt@acéo, tais como: restricoes
econdmicas, culturais e estratégicas. A perspeptiética e dindmica que este caso envolve,
faz com que seja bastante relevante como um obget@studo e aprofundamento de
conhecimentos numa area que sera cada vez maisealiaade: a expansao internacional de

empresas.

Palavras-chave: Estratégia Internacional;  Marketing Internacional;Processos

Internacionalizagéo; Mercado da Distribuicao;

Classificacao JELM1 (Business Administration); M3 (Marketing and\Alitising);

2 In organizational websit@vww.jeronimomartins.pt)
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2. The Case Study

2.1. Problem Outline

2.1.1. Unilever-Jeronimo Martins Group

Unilever Jerénimo Martins is a joint ventfiref two companies: Unilever and Jerénimo

Martins.

Unilever is a very well known multinational compaagerating in Fast Moving Consumer
Goods industry in more than 180 countries. Its neands are Sun, Dove, Lipton, Knorr and
Skip.

Jeronimo Martins will be explained in more detail the following topics. Although, in a
simple way of describing the company, Jer6nimo Martvas born in 1792 when Jer6nimo
Martins (a young Galician) arrived in Lisbon andcided to open a small store to sell
sausage, wheat and wine. Nowadays Jeronimo Magiose of the 5 big players of the
Portuguese retail market.

2.1.1.1. Jer6nimo Martins

Jeronimo Martins is an international group that rapes in food distribution and
manufacturing industry. Accordingly to informati@wailable on the webpage of the group
(history separator), its main objective of the gras related to assure satisfaction of the
legitimate interests of its shareholders, as welt@ntributing to economic growth and to the
sustained development of the regions where it ¢gera

3 Definition from European Law: “A joint venturedsbusiness agreements in which parties agree aagevor
a finite time, a new entity and new assets by dauning equity.”
* In organizational websit@ww.jeronimomartins.pt) history separator
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Within the scope of its mission, Jerénimo Martias lthe following objectives:

* Promote maximum operating efficiency across alin®ess areas optimizing the use of
resources;

* Guarantee customer loyalty and maximum satisfadtimosting the quality of life of
its costumers thorough commitment to innovation gqunallity;

» Ensure that the entire organization acts accorgitiggthe highest standards of conduct
and social responsibility;

e Conduct business through dynamic and flexible degdions, endowed with the
strong human capital, capable of allying accumudl&sperience and know-how to the
permanent need of change, and promoting to guaahét the whole organization is
aligned to the strategic challenges and the aietsvthat are true generators of value.

Image 1 — Actual Jerénimo Martins Logo

JERONIMO MARTINS

Image 2 — Actual Unilever Logo
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2.1.1.2. Internationalization of Jeré6nimo Martins Poland:
Biedronka

By the end of 2010, Jerénimo Martins the perspestif retail growth in Poland were around
30% in Poland - Biedronka - and around 10% in Rgffuln 2010, Biedronka’s accounts for
around 55% of Jerénimo Martins global revenues Bietlronka and Portuguese retalil
accounts for 86% of consolidated sales of the HgldRegarding number of stores growth,
Jeronimo Martins had 401 retail stores in Portgatluding wholesalers) and 1639 retail
stores in Poland by the end of 2610

This empire started with a challenge given by Robert Goldmdorélexandre Soares dos
Santos, a member of group Jerénimo Martins in 188andre Soares dos Santos accepted
the challenge and start working in Poland sincéyear. The decision to expand in the Polish
market was associated with two fundamental reasons:

* Portuguese domestic market did not have the nagedsaension to put in practice
the strategic investment decisions planned to allewing years. Jerénimo Martins
strategy was to focus and grow on supermarketsmfenience — increase number of
stores in Portugal to be n the right place to Satisstumers’ needs.

Although, those needs have changed and consumesssaEurope (mainly EU)
started to look for hypermarkets where they coalthfl everything from perishable to
non perishable products.

e Concrete opportunity in Polish market, that Jer@anMartins could not miss.

This opportunity was related mainly to the posgipibf extension of the European
Union to the East Countries and all the advantagelsinvestment that was expected
to come from thisnstitution Poland requested to enter the EU on April of 1994

In fact, managers were very enthusiastic with fenmng of new European markets, since the
international partnerships could be an importamtoia to enter in these new foreigner

markets.

> CMVM article from 29/04/10in journal Oje
® Jer6nimo Martins report about 2010 results (abilan corporate website)
" Consumer Trends across Europe, Michael Willmdde22
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Moreover, and based on what was happening withtdearthat entered the European Union,
it was expected a significant growth in purchagogver of Polish citizens.

Besides all the enthusiasm with the expansion tariép the first 2 years were a period of
high investment levels that demanded a high firereffort from JM because the liquidity
wasn't enough to sustain the growth. However, #ffdrt was rewarded because the results

Jerénimo Martins is getting today are due to tlag iate of territory coverafie

At the end of 1998 - the first year of Jeronimo NMer management - Biedronka had 373
stores and contributed with 255Mio€ to the groufesavhat made JM the 3rd biggest

distributor in Central and Western Eurdpe

8 By Alexandre Soares dos Santos in “Our Peoplelp20
® Jer6nimo Martins report about 2010 results (ablan corporate website)
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2.1.2. Poland Profile

2.1.2.1. Economic Context

After World War Il period, the Polish economy wasntrally planned and almost totally
under government control, especially in industailadl commercial sectors. However, in early
60’s, the previously nationalized enterprises gain@re freedom in the development and
implementation of their strategic prograffls.

Regarding the governmental economic plait followed the so called Soviet lines setting
production goals for determined tasks for eachoseonh a long-term basis. The initial
emphasis was placed on the reconstruction of weasated areas and industries, in order to
raise production capacity and living conditionsledst to pre-war levels. After that, the
emphasis was transferred for other sectors sucteasy industry, housing, transport,
agriculture, consumer goods and social services.

In early 70’s, violent protests from companies (evenand workers) erupted over the
government's stepped-up efforts to increase praducthose problems were solved after the
change in political leadership because governmemphasis shifted from heavy to light

industry and to consumer-oriented production.

Production objectives for 70’s—80’s period, whidmed at a 100% increase in industrial
production and a 75% increase in agricultural oytyan into difficulty and by the end of that
period, the economy had entered a period of deglinieh continued until 1982 As main
consequences, price of goods increased and papulathappiness was aggravated.

Another plan came out in 1986 to consolidate tlenemy, allowing self-sufficiency in food
production, increasing housing industry and inarepghe production of industrial consumer
goods but the proposed goals were not reachedawaie.

Later on, in January of 1990 and under difficult cneaeconomic conditions such as
hyperinflation, high unemployment rate, high levefsexternal debt and an industrial and
entrepreneurial sector out-of-date, startedEbenomic Transformation Progrdrhaimed to

convert Poland in a market economy. Measures weatedaat drastically reducing the large

i’ “The Polish Way: A Thousand-Year History of thdd3cand Their Culturebly Adam Zamoyski (1987)

12«The Polish Way: A Thousand-Year History of thdéBoand Their CultureBy Adam Zamoyski (1987)
13 Name of the Governmental Economical project tovec the situation of of the country
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budget deficit, abolishing trade monopolies, antinge many state-owned enterprises to
private sector under the “Mass Privatization Pragralen years later, Poland was in the
process of bringing its economic policies in linethwEU standards, namely, further
liberalization and foreign investment into the Bbleconomy.

In 2004, Poland entered the EU and a new periodrofth started with communitarian
founds inflow that boos the economy.

Table | - Poland GDP growth % (1991-2000)

| 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 1999|2000

-7,0% 2,6% 3,8% 52% 7,0% 50% 7,1% 50% 4,5% 4,3%,

Source: GUS (Central Statistical Office of Poland) - 2001

Table Il - Poland GDP deflator (1991-2000)

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
55,2% 38,5% 30,6% 36,6% 40,8% 17,9% 13,9% 11,1% 6,1% 7,2%,

Source: GUS - 2001
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2.1.2.2. Socio-Cultural context

Poland had, in 1986 35.7 inhabitants, 37.3 in 1985, 38.1 in 1990 38@ in 1995. In 1995,
about 62% of population lived in cities while or38% on rural zones.

Table Il - Population of Poland in millions (1980-1995)

Years Total Population |Total Population| Total
in urban areas in rural areas |Population
1980 20979

14756 35735
1981 21333 14729 36062
1952 21656 14743 36399
1923 21922 14823 36745
1934 22233 14330 37063
1985 22486 14855 37341
1936 22739 14333 37572
1987 22993 14771 37764
1938 23187 14698 37385
1989 23384 14604 37988
1990 23546 14527 38073
1991 23648 14496 38144
1992 23568 14635 38203
1993 23644 14595 38239
1994 23672 14533 38265
1995 23675 14609 35284

Source: GUS (Central Statistical Office of Poland) - 2001

Going back to the years following the Il World Wéne composition of the Polish working
classes started changing significantly. Agricultwas consistently losing stature as an
occupation and as a lifestyle competing with expanarban industrial opportunities

Accordingly to Central Statistical Office of Polaf@US) statistics, by the early 1980s, the
working population reached a stable proportion 0fpercent in industry, 30 percent in
agriculture, and 30 percent in the service setiater on, in 1995, the work force was formed
by more men than women.

This fact is not culturally explained because womemne always used to work outside home
and to take care of family at the same time. Th&nario is explained by the “communist

14 GUS - Central Statistical Office of Poland (psbéd in 2001, available on institutional web site)
1% The Polish Way: A Thousand-Year History of thdéBoand Their Culturey Adam Zamoyski (1987)

10
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ideal” that all should work to the general well+tgiof the country and on the other hand by
the fact that men’s salary wasn't enough to supfaonily.

The success of family life is one of the most intpot values for Polish, more than money or
professional status. This fact, as well as thedowrce rate in Poland might be explained by
the importance that religion has for Polish.

The typical family is composed by 4 elements (motfagher and 2 Children) but this trend is
changing to 2 elements getting more similar toEkklevels.

Table IV - Average monthly gross wage and salary @80-1995)

Years Average monthly gross
wage and salary
1980 6 040

1981 7 689
1982 11631
1983 14475
1934 16 8338
1985 20 005
1986 24095
1987 29184
1988 53090
1989 206 758
1930 1029 637
1951 1770 000
1932 2935000
1953 2 595 000
1934 5 328 000
19585 702,6

Source: GUS - 2001

11
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Another social/economical factor that reflects tpeality of life of a population is the
purchase power that can be outlined by the pridexrof the available products. From 1980
to 1988, the price index was slightly above 10@épx the year of 1982). Although, with the
results of the economy at the end of that deca@dekets contracted and the index of prices
were almost four times more in 89 than in 88 amdoat seven times more in 90 comparing
to 89 values.

After that period the price index drop to valudeelil70 and were going down until 1995.
This fact could be related with the programme that Government started to implement in
1990 but it is not possible to isolate the meastinas the government took from markets’
dynamic and explain these good results.

Table V - Yearly price index of consumer goods anservices (1980-1995)

Price index previous
Years
year =100
1980

109,4
1981 121,2
1982 200,8
1933 122,1
1984 115,0
1985 115,1
1986 117,7
1987 125,2
1988 160,2
1939 351,1
1990 685,83
1991 170,3
1992 143,0
1993 135,3
1994 132,2
1995 127,8

Source: GUS - 2001

12
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2.1.2.3. Polish Retail Market Analysis

Accordingly to Michalak®, “retail business is the fastest changing sectothe polish
economy”. This fact is due mainly to two factors:

* On the hand, the retail industry needs to changal&pt itself to customers’ requests
and constant changing needs (e.g.: drive-ins atideostores), in the majority of
times, raised by consumer companies that prodwcgdbds and services (Unilever is

an example);

* On the other hand, all the competitiveness amongpemies in sector make the
“system” evolves in a much faster way because compatry to deliver to their
customer, everything that its competitors have.oddyexample of this reality is the
loyalty card. In Portugal the first retail group tave this program (2001) was

Jer6bnimo Martins witliCartdo Domind”.

Various cultural, social and geographical factoevéh contributed to a growth of retalil
industry.Michalak also states that “typically, about 40 to 50 % Ibfetail is located in the

centres of large cities while many smaller citias lonly a few very basic shops”.

The period from 1990-1995 was characterized by ssigr@ficant changes in types of stores.
Even though there are still many markets, the nunolbestreet vendors and stalls declined
significantly since the early 1990s.

Table VI - Change in number of stores (1990-1998)

specification Total in | Change in # of stores | Total in
1990 1998

Stores 517.153,0 24.632.0 -1.553,0 540.232,0
Private Sector 420.535,0 28.187.0 -1.222,0 447.500,0
Cwver 400m2 1.816,0 1.282,0 415,0 3.513,0
Rural 97.559,0  4.335,0 -97,0  101.797,0
General foodstuffs 126.593,0 20.614,0 159,0 147.366,0
Others 167.023,0 7.678,0 -1.067,0 173.634,0

Source: GUS - 2001

8 MICHALAK, W. Z. (2000), Retail in Poland: An Assessment of Changing Maakelt Foreigner Investment
Conditions

13
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These changes also brought changes to retail caegarganization especially regarding
services offered to costumers: opening hours gtude late evenings, nights and weekends)
and post-sale servicing are two examples of chatigegsstarted to be implemented to fulfil

customers’ changing needs.

The main difficulty in selling consumer goods inld&wa is distribution. Although distribution
networks do exist in Poland, they vary greatly heit structure and scope. Logistics costs
make up between 5 and 20 % of total costs in &&ypetailing or manufacturing company in
any highly industrialized country.

2.1.2.3.1. Competitors Analysis

Competition on that time was composed by two majayers: Hit Hypermarkets (from
Germany) and MAKRO.

Hit Hypermarkets had 13 supermarkets when was long002 by Tesco and reformulate
its way of doing business€s Tesco’s main purpose was to create value forocusts and
earn lifetime loyalty. This is only possible by &y the main focus on people — customers
and employees. Thus, they try not only to satibfy ¢customer’s needs but also to provide a

great customer service, within a cohesive team work

The international group MAKRO entered Poland in488d by the year of 1997 had already
13 store¥’. The mission of MAKRO was “offering the best gtialproducts at the lowest

possible price”.

Although these 2 retail groups were the main coitgstof Biedronka’s mission: to deliver
costumers “everyday low price”, in terms of evaduti Biedronka was much faster and more
market and expansionist oriented. This aspect istioreed by Alexandre Soares dos Santos
when interviewed for the “30 years of history” imal publication of Jer6onimo Martins
Group.

1" «Tesco Acquires HIT Hypermarkets in Polarid’journal Progressive Grocetune 2002
18 History of Makro in Poland (available on www.malg®)

14
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He said that Polish consumers consider/view Bigdxamore market oriented because “we
have always running after consumers interests’eaapansionists (even if the definition is not
known) because “our growth in numbers of store®idig” that every customer can reach a

Biedronka'’s store and find the good they are logkor.

From 1995 and the last part of 1997 (the year efiRinka’s purchase by Jer6nimo Martins),
Jeronimo Martins opened 243 stores. This initiglaaysion was key factor for the success that
the group has today in Poland because without dilmefvolume coming from right/good
locations, allowing consumers to go to stores when¢éhey need (replacing the small local
groceries of neighbourhood), Jerénimo Martins wRtiedronka brand, would not be so

successful in Polish Markét.

19 Institutional MagazinéOur People” (2010), Jerénimo Martins Group

15



Jerénimo Martins in Poland: Biedronka

2.1.2.3.2. Consumers Analysis

The Polish consumers were tailored by the ratiaatiin times that affected Poland during
the period of 1980/19%& During the period in between 1995 and 2000, withfast growth
of services sector and foreigner direct investmerRoland, the population gained purchase

power.

At this time (1995), Central European Countries §€r Republic, Estonia, Hungary and
Poland) habitants under 30 were consumption-orieatal heavily influenced by Western
fashions in their choice of brands. Older Polesti@aarly those over 40 years of age, were
much more traditional and, by large, prefer produbey are already used to buy and known
by experience that the product will fulfil theireds".

By that time Polish will be more and more usedamg their shopping 7 days a week and at
any time of day or night. That is why stores ayat to stay open until very late (10 pm) and
even 24/24. Regarding the shopping place or afdaugh the number of big shopping

centres and super and hypermarket are increadieg,Polish consumer tend to do his
shopping in different general stores and marketsall and medium size local shdps.

Regarding the impact of marketing campaigns in mblaalthough advertising on TV,
Internet and in the press are important and hayeadmin sales, the strongest vector for
advertising remains the “mouth of mouth” whichhe tmost important vehicle for long term
awareness from shoppéfs.

20 “The Polish Way: A Thousand-Year History of thalé® and Their Culture” bixdam Zamoyski1987)
ZLuAn Investigation of Cultural Openness and ConsuBtanocentricity in Four Central European Coursttie
by Vida IrenaandJames Reardo(2003)

#2«An Investigation of Cultural Openness and ConsuBtanocentricity in Four Central European Coursttie
by Vida IrenaandJames Reardo(2003)

Z«An Investigation of Cultural Openness and ConsuBtanocentricity in Four Central European Coursttie
by Vida IrenaandJames Reardo(2003)

16
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2.1.2.3.3. Shopping Habits

According to EIU (Economist Intelligence Unit froffihe Economist” group) research made
in 1995* regarding consumer trends in Western Europe, thaber of consumers of a

pensionable age and so-called singles was inciggasiarply among societies in Western
Europe. This trend was also becoming more visihlé®oland as well as the decrease of
household products impacting the Poles’ “typica#isket of goods, which was becoming

more and more diversified and expensive that it vedere.

While the majority of Poles is very price-orientedher factors are starting to play a big role
for Polish consumers. With the increase in the remalh so-called middle class, features such
as high quality or brand recognition are becomirayarand more important. Confidence in a
“good” retail channel brand or the high qualitysefvice offered in the shop is also starting to
have a big impact on the choice of shopping chah lacation. Along with these trends,

“product patriotism” can also be observed amongsRotustomers, which indicates the

growing wealth of society.

Poles encouraged by the Fast Moving Consumer Gioodstry are year by year becoming
more aware of branded and “trendy” products withigher quality. Polish people believe that
branded goods are of a better quality, availabditgl are safer. They also perceive branded
products as being more expensive, but on the bned, the high price is compensated by the
return option in case the goods bought do not mestbmer expectations. Goods sold under
private label are perceived as being cheap prodefctsw quality. “Only 35% of Polish

customers believe that they can be compared talédaproducts in terms of qualit§”.

Besides this fact, private labels are widely acegph the case of hygienic products, washing
powders, juices and teas. The lowest level of aeree is for wine, non-prescribed drugs,

cosmetics and children’s nutrition products.

24 «Consumer trends on Western European CountrissEIU (1995)
% “New consumer dynamics: the impact of modern liatgti by PWC (2006)
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2.1.2.3.4. Buyer decision Process

As the name states, Buyer decision processes apegses that buyers undertake before,
during and after a product or service buy.

Generically, decision making is the cognitive pisc®f selecting an option from among
multiple alternatives. Common examples include giapand deciding what to eat.

There are mainly 3 ways to analyze consumer bugeuisions: economic, physiological and
consumer behaviour. The economic model is very tijaéiie and based on assumptions
such as rationality and perfect market knowledgealbthe population where the consumer is
seen to maximize utility. The Nobel laureate Hetrl®mon sees economic decision making
as a vain attempt to be rational. He claimed (id7.&nd 1957) that if a complete analysis is

to be done, a decision will be immensely complex.

On the other hand, psychological models are quiakt@and build on factors like cultural and
family influences where the consumer tend to shagppiccordingly to what have learnt from
others (e.g.: “My mother always bought this brafdhdk and | remember its taste all always
buy it, independent of the price or the shop | havgo to have it”).

The last model is related with consumer behaviowt ean be defined as a mix of the 2
previous models being the #1 model used by markeffer example, consumers are not only
worried about the economic value added of the prtedilney are looking for, but also worried
if purchasing a specific product have a psycholgimpact on his/her life: “I need a mobile
phone with internet connection but | don’t want ttieeapest one, | would like to have an
iPhone because it worth it the money and it wouiNe gne social status.
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2.2. Case Study Questions

The following questions relate with the mains tepaf the case study and the main issues
regarding internationalization processes. Thetlastquestions are open questions and their
main objective is to know the individual perspeetiof each reader/student regarding the
future of Jerénimo Martins in Poland and what &eefossibilities for future expansions.

Question 1: Point out some of the possible motiveti of Jerénimo Martins to

internationalize to Poland.
Question 2: Characterize the Polish Retail Mark@inf1990 to 2000.

Question 3: Evaluate the entry model chosen byni@mMartins to enter the Polish Market.
Imagine you were member of the management boarah \itee internationalization process

was being discussed. Would you suggest a diffexetny model? Explain why.

Question 4: Summarise the main aspects of an mtierral strategic plan and point out some
aspects that Jeronimo Martins used to settle Bié@rdn Poland, such as segmentation,

targeting, positioning, distribution and compestizdvantage.

Question 5: To what extend do you think the marigetix strategy of Biedronka is

adequate to polish consumers’ requirements?
Question 6: From your out-of-session research aBmdronka and Jeronimo Martins, how
do you describe the actual situation and to whae¢rek the goals of the group are being

achieved?

Question 7: What recommendations would you givehtomanagement of Jeronimo Martins

and Biedronka in order to develop a next-step faahe group?

19



Jerénimo Martins in Poland: Biedronka

3. Teaching Review

3.1. Case Study Targeting

This case is generically directed for:

Bachelors or Masters subjects related with StragewlyMarketing at international
level: it is a case-study of a successful inteonalization process of a
Portuguese well known company that might stimulstedents to better
understand the business outside of Portugal andthewrocess was handled by

the management team;

Retail and distribution professionals, working tnagegic/marketing departments
and involved in internationalization processes thyaany chance might found this

case study and use it as an example of a reatisitua

3.2. Learning Objectives

The main learning objectives of this case are dllewing ones:

Provide participants with an overview of the congmees needed to make choices
regarding internationalization processes, for exangmtering models, marketing

mix strategy, competitive strategy, etc;

The participants should be able to identify the anajhallenges that companies
face when entering external markets in order taterdrameworks for future
processes or ideas to internationalize. This iy d&bjective, not only for the
resolution of the case study but also to promateutision and develop know-how
regarding the external factors that may affectrimdgonalization processes all

over the world;
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- Understand the impact of the local culture and way of doing business in
internationalization processes such as governmesgairements in country. This
topic is different from the previous in the waysitnot related with strategic issues
but with bureaucracy and relational aspects of gloousiness in foreigner

countries for example meetings type, communicaibar,

- Provide participants an example of a Marketing msirategy in international
context and to what extent companies should changie strategies and adapt

them to local constraints or keep the same apprmaglthe countries.

These objectives should be taken by participants\way to acquire tools and knowledge on
the various areas, constructing and developing the@ mental structure for future similar

situations.
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3.3. Literature Overview

The following theoretical topics are related withetcase study already presented. The
objective of this part of the project is to allotudents to acquire/develop concepts and skills
that will be needed for the resolution of the case.

Excluding the first topic, which is the introduatipart of this chapter, all of the other topics
are key subjects on lectures related with Markesing Strategy and are probably already part
of student’s knowledgment.

3.3.1. Introduction

The globalization and increasing technological ades have changed significantly in the
last two decades, the needs and tastes of peopldwide, typifying and changing their

consumption habits.

On one hand, the increased flow of information pesvided consumers more and better
knowledge about goods, making them more demandimgraquiring a greater effort to
businesses and managers. On the other hand, @ldmallowed businesses to benefit from
global market. Being represented in more markedisteving more customers with the same
patterns of consumption, businesses acquired thsilplity of lower costs and higher profits
at local and global markets, taking advantage wérgification and market stability arising
from the lack of dependence on one particular ndfke

These products and market expansion was largelyeiméed also by the shared needs and
similar consumers’ tastes around the world and weostly driven by strong marketing
campaigns that have contributed to the growth tefrirational marketing.

26 Czinkota and SAML, 2007
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3.3.2. Internationalization Decision

There are a large number of reasons that could makganies want to internationalize its

business or part of it. In general, those reascmg lbe related with strategic expansion needs
(for example to make the brand a world icon, insrm&g its awareness in each country where
it is present) or with survival needs (companie®wbed economies of scale or more volume

of sales to support its cost structure).

According toDaniels and Radebaugh, (1998pme of those reasons are:

1. Companies want to expand sales but the amoynirchasing power in its country
of origin is limited. Therefore expanding salesassr borders may help to increase sales,

revenues and consequently profits;

2. Companies that need to acquire resources igarlacale that need to engage in the
worldwide exploration, possessing, transportatiomd amanufacture of raw materials.
Sometimes a company buys abroad in order to acgawe material not available in its
country of origin. Another kind of resource thaindae difficult to have in its country of
origin is related with intellectual resources sashtechnology, knowledge or expertise in a
specific area;

3. Companies that need to diversify its channelsadés and/or suppliers. A lot of
companies take advantage of the different timin¢ghefbusiness cycles in various countries.
Recessions and expansions differ among regions@matries and that fact allow companies
to obtaining supplies of the same product or corapbfrom other countries, with no impact
of prices;

4. Companies that want to minimize its competitiisk. These companies want to
internationalize their business for defensive reasdrhey tend to seek advantages that
competitors might gain from foreign operations hesea such advantages could be used
against them in its country of origin. By spreadsades over more than one foreign market, a
producer might be able to minimize the variatiohdemand.
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In conclusion, the main objective followed by comjgg when they want to internationalize

their business is to grow not only in volume bgioah recognition from the consumers.

Normally, companies can grow in two main differevays: grow their market share in its
home market or developing/growing the market.

The first option can be achieved inside the orgginntry: Increase the number of promotions,
increase distribution and making more advertising some examples of activities that

companies can make in order to attract customers @ither brands/companies.

On the other hand, it is not so easy to make a ehaytow. For markets to grow, companies
need to be innovative presenting new products oricgs in order to increase number of
clients interested in new products that will fileir new needs (bottled chocolate milk is an
example of a market that was created by milk precathat increase the value and volume of
its market by giving consumers a product that ikaté their lives).
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3.3.3. How to enter a Foreigner Market

The first decision to make by companies regardmgnternationalization process to a certain

country is how to enter in that market, with whigpe of strategy?

There is not a single entry strategy appropriatefiomarkets. Each entry strategy is part of a
risk scenario, reward, and market share, which framy country to country due to a variety
of factors such as economic development and gtablompanies have to be flexible
regarding the strategic choice of entry into a reaknd need to periodically review their
progress in the market and their options, adjusting strategy to the reality of the new

situations?’

The more common forms of presence in internatiomakets are:
* Exporting
* Franchising
» Direct foreigner investment

e Joint-Ventures

Exporting is the simple and fastest way to enter a foreigrket. As it involves low levels of
investment it is the mode with the lowest levelcoinmitment and risk for the company
because if the company is not achieving the resiiltsaan easily exit the market. There are
two types of exports, the indirect and direct.rdiiect export, the company sells its goods to
a distributor who sells them to customers on theifmer markets. The direct export happens

when the company sells directly to a customergivan country.

Franchising is a form of international presence based on aeeagent between a company
which holds a trademark or a business concept aather one which acquires the right to
use that trademark or business concept, by payieg # the first one. This entering mode
allows uniform distribution of products, which meathat the consumers are able to find the
same product/service wherever they are, takingradga of globalization.

27 Sherrie and Zhan, 1999
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Foreigner Direct Investment (FDI) is the investment made to acquire a lasting istene
enterprises operating outside the economy of thestor.

Foreign direct investment can take two forms: agitjan of foreign companies or investing
in new facilities (create a business from scrat€hg acquisition is the quickest and common
way of investment abroad, providing to the companih knowledge of local conditions.
Moreover, investment in new facilities located amefign country will achieve economies of
scale, reduce transportation costs, benefit fromegonent incentives and makes it easier for
businesses to control the production and marketing.

One of the forms of Foreign Direct Investment su@sidiary. A subsidiary is an independent
legal entity that offers greater autonomy in relatio other forms of presence. There are a lot
of subsidiaries types. The most known forms are Ititegrated Branch (production and
marketing), Commercial Branch (marketing of headtpra / other subsidiaries) and
Production Branch (ease of access to raw matenmashe possibility of reducing production
costs and transportation).

This entry mode requires a high degree of commitrteeforeigner market where it intends to
enter and requires a large investment in resodngéise company which will support the total
investment and risks of the process.

Joint-Ventures can be defined as the sharing of assets betweepnrtwore companies, in a
new organization legally distinct from the indivalucompanies, in order to develop a
productive or commercial activity. Usually, the quany relies on a member who knows the
country well and has a network of relations regagdiolitical, financial and trading support.

In joint-ventures, risks are shared by both conmgariut there is a possibility of loss of

independence and group logic due to conflicts frest among members.
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3.3.4. Competitive International Strategy

According to Michael Porter (198%) there are three competitive strategies: costelesiip,
differentiation and focus. Porter states that cditipe strategy stands for the offensive or

defensive approach of companies in a certain imgust

In a Cost Leadership approach, companies try to become the low costlym@r of its
industry fighting to achieve proximity or in the dbesolution, to achieve parity with the
products from other competitors. Normally, when pames follow this strategy, the way
they achieve it is by developing/taking advantafyjeconomies of scale.

A discount retail chain may be a good example cbmpany that follow a cost leadership

strategy.

In a Differentiation approach, companies try to become unique in thkleisiny, having

products or services that are widely valued by i@k customers. This strategy is not the
opposite of the cost leadership one because insthegegy companies also try to be cost
efficient meaning that in areas that do not afiifferentiation, they try to decrease their

costs.

An example of this type of strategy can be the Jgwerand Pandorathat is not a common
jewelry maker but a differentiated, a kind of alclhat attracts the jewelry lovers for its

unique themes and pieces.

In aFocusapproach, companies work for niches of markeingryo be the best in a specific
segment or group of segments in the industry thesrate. As example we can have a
company in industry of hospitality but only with tets for couples without kids — this
situation is increasing for example in places #Hratvery touristic such as Mexico or Thailand

where hotels have parts of the resorts only todoeimied be adults.

28 Professor of Harvard Business School — Businessididtration and Economy
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3.3.5. International Marketing Strategy

When a company decides to go international, andthportant decision to take is related
with the marketing/branding strategy. Companies oph between having a standardized
marketing strategy, equal in all countries where ¢bmpany has subsidiaries or having a
differentiated strategy adapted to the uniquenésaah market (ex: McDonald’s).

This is the key difference between domestic ancermational marketing. Although,
marketing strategies and ways of doing marketingerms of platforms used for example,

are very different from countries to countries.

Michael Porter (1986) and Levitt (1983) have wrnttabout the differences of the two

strategies.

Both agreed that a standardized strategy allowspaoras to have economies of scale in
production processes, logistics, marketing, managémcost reduction and a consistent
corporate identity by the development of a univedsand. Although, companies are
influenced by a various number of variables thatrabterize the local markets and require
companies to act local. Language, religion, cultaspects, social rules and education are
some examples of factors that shape tastes androptisn habits of local people influencing

companies’ strategies.

In this stage of the internationalization processmpanies make situational analysis

developing clear understanding of market specibost
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3.3.6. International Marketing Mix

When launching a product in a foreigner market, ganes should decide whether to go with
a standardized or an adapted marketing strateggnWbmpanies want to internationalize its
business, even if there is no intention to relagst they need also to decide if they will keep

the same marketing mix internationally or not.

In this topic, and for the specific case studyeybaimo Martins in Poland, an important issue
is the Distribution once it is what allows the tela between exporters and intermediaries
and is what allows companies to have their prodincssores ready to be sold.

There are two main options regarding the distrdouscheme that companies can opt for:
- Companies can have their own branded distribugahos/department;
- Companies can subcontract this servicetparties.

On the first option, companies have total controtlee brand positioning in the international
market and in channels that have access to theigiadn this situation companies can use,
for example their trucks to communicate the brangroducts can make its own deals with

supermarkets stores to have special visibilitytames

On the second option, companies contract locatildigbrs that are used to do that kind of
job in that specific country and that can easilgr@ome some cultural/organizational barriers
to introduce the products in the market. Even tigug this situation, it is much more

difficult for companies to follow the implementati@f its products and brand, once a lot of

companies lose track of to which clients the preslace being sold.
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3.4. Animation Plan

The objective of the animation plan is to be nolyahe agenda of the presentation and
discussion of the case study but also to definet vghiiequired from students, when, and the

tools that they have/or can use to work.

| Session | Goals | How [ Time

Introduction session; Give the case study to students;

1% session 30 min

Short resume of the case;

Reading and highlight important

aspects of the case,

Understand the main factors

2" session Understand the case; YVhICh ha.we |r?flu?nced the 45 min
internationalization process and

the strategy used;

Out-of-session Understand the case; 30/45 min

Understand the specificities Complementary information

30 min
of the studied market; research about the case;

Out-of-session

. Presentation (in groups) of the
Resolutions of the case ) | t'( g ft: )
. rious s n 0
il . study assuring that all the various solutions ot the case .
3 session . Promote debate about what 90 min
pedagogical goals are
should be the next steps for
reached; . )
Biedronka in Poland;
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3.5. Animation Questions

At the end of the case study it is important tol@ate what is the opinion of readers/students
that worked the case, in order to understand wilesie \the key points of the cause, what was
more interesting, what part brought new knowledge] it is also important because in case
of future opportunities to lecturer this case stustyme changes could be done to better fit
students interests.

Question 1: What were the main challenges in sgltiis case-study?

Question 2: What were the main difficulties in sofythis case-study?

Question 3: What type of extra-information woulduyiasert on the case in order to facilitate

the understanding and resolution of the case study?
Question 4: The need of out-of-session work wasesy or monotonous?

Question 5: Do you consider this specific caseystasl a good way to acquired knowledge

about internationalization processes?

Question 6: If you have to add one more topic te thse study what would it be? To what

extend do you think that specific topic could ehribe acquired knowledge?
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3.6. Proposal of resolution for the Case Study ¢oes

The following answers to the case study are exasnpikey points that should be mentioned
by reader/students when working with this caseystud

Question 1: Point out some of the possible motivas of Jeronimo Martins to

internationalize to Poland.

It is important that students are able to idenbiye of the theoretical facts that make
companies think about internationalize their bussnand relate them with the specific
aspects/situations that characterize the JM aiadl Méarket environment such as:

1. Saturation of internal market: domestic Market (Bgal) did not have the necessary
dimension to put in practice the strategic investimdecisions, planned to the
following years.

2. Concrete opportunity in Polish market, that JM doobt miss. This opportunity was
related to the possibility of extension the Eurapémion to the East Countries. In
fact, managers were very enthusiastic with the mgeof new European markets,
since the international partnerships could be gyomant factor to enter in these new
foreign markets. Moreover, it was expected a sigaitt growth in purchasing power
in Polish market, which was associated with theepil economical development of
the country.
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Question 2: Characterize the Polish Retail Markebi 1990 to 2000.

In 90’s, new outlets were mostly small groceryresp but the over time specialty stores
appeared, including clothing stores, shoe stomes stores, books and paper product outlets,
stores with electronics, home furnishings, and isthEhe number of grocery stores continued
to increase in the late 1990s, although at a loater.

The biggest trend in the retail food sector wasdimergence of supermarket chains. In the
first half of the 1990s, large supermarkets locatettie largest cities. Although some of them
were established by foreign retail corporationbed were operated by Polish entrepreneurs.
Knowing the needs and preferences of Polish consyrRelish chains located in residential
neighbourhoods or in areas of dense housing. Téresstwvere medium size, offered self-
service areas and serviced meat, fish, and balepgrtments. In recent years, a number of
large supermarkets have been constructed on tkisitof large urban areas. They located
at the intersections of major highways and depeavity on shoppers travelling in their own
vehicles. Given the rapid increase in car ownerdiigse new stores appeal to the new and
growing middle class. Retail shops employed 1.3b8aniworkers in 1999.
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Question 3: Evaluate the entry model chosen byd&remo Martins to enter the Polish
Market. Imagine you were member of the managementoatd when the

internationalization process was being discussedoll you suggest a different entry
model? Explain why.

From all the 4 entry strategies described, thetjegmture appears as the main entry mode in
this case. According to literatdfethere are five common objectives in a choice ¢fiat-
venture, such as the market entry, the risk/revghating, the technology sharing, the joint
product/distribution development and the governmlemtgulations. In this case, the choice of
a joint-venture was thought in order to enter ilidhomarket easily, with the lowest risk on

investment and getting all target customers.

In 1995, Jer6énimo Martins have already had a pestie with Booker C&C, the largest food
retailer in United Kingdom. Together they startedirg in Poznan, Poland, by acquiring
Eurocash Groupstores, which operated in a well known domesticketa cash & carry.
Meanwhile, both companies realised that the hypesets business was no longer working
properly because it was not responding correctlyh&ocostumer’s needs of proximity and
quality products. Thus, in 1997, they started gcim hard-discount stores, through which
they could face the market needs as well as gebgaEexpansion.

2 For reference see Literature Review
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Question 4: Summarise the main aspects of an ineional strategic plan and point out
some aspects that Jeronimo Martins used to settledBonka in Poland, such as

segmentation, targeting, positioning, distributiand competitive advantage.

Students should develop/mention, some of the faligvaspects when answering this question.

A) Segmentation/Targeting

Market segmentation can be defined as a marketidgeaonomical concept which subdivides a
specific market in smaller groups of people witte @mr more similar characteristics that make
them to demand similar products and/or servicenteegation can be established according to
different criteria: demographic and social econorfsex, age, occupation, and social class),

psychographic (lifestyle) and Behavioural (purchaskaviour, benefits and beliefs).

Using some of the segmentation criteria, the Bieklactarget can be draw as general population,
who value proximity (from house or workplace), cootity, and quality products focusing on

value-for-money.

B) Branding and Positioning

In marketing, positioning can be defined as thecess of creating an identity in the minds of
target markets for a product, a brand, or an omggioin.In terms of grocery retailer positioning,

Biedronka offers a range of carefully selected, hgghlity products at an “everyday low price”

fulfilling customers’ needs.

Nowadays, in the category "The most often chosesends™ and "Priority in awareness"”
Biedronka took the 1st position, conquered by tlexipmity with its costumers and the adaptation

to the habits of consumers.

C) Distribution

One of the major achievements of the internatiaatibn of Jerénimo Martins in Poland was
related to the distribution of number of storeshia country. By 1999, Biedronka had 579 stores,
where there were shoppers interested and wellingoup what Biedronka offered. This
distribution growth demanded from the group a veeyeloped Logistic system which covered
the majority of Poland territory and allowed to wat a very low cost without compromising the
group’s mission: deliver high quality products wétheryday low prices.
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D) Competitive Advantage

According to the Literature, competitive advantag@ company’s competence which makes it
better than other players. The key point on bugdoompetitive advantage is to know how to
adapt company’s approach and specifications acugitdi the market circumstances. Companies
need to evaluate what kind of know-how is needetlelbping attributes that are difficult to copy
from competitors. Therefore, a competitive advaatagables companies to create superior value

for its customers and superior profits for itself.

In case of Biedronka, there is a competitive adsgatbased on cost advantage. In order to

achieve cost advantage, there are several factochwhould be considered, such as:

1. Low prices everyday: Biedronka offer their custosbasic food products at stable and
the lowest prices on the market. They are abletsaldue to the following:
a. Lowest purchasing prices gained by ordering largkimes of goods for their
entire chain of over 1500 stores;
b. Lower margin than anywhere else, achieved by hffitiency of their operations

and low cost level.

2. High Quality: ensuring high quality is the issuenoéjor importance. It is guaranteed to
Biedronka’s customers by:
a. Cooperation with only the best producers and sugplie
b. Regular examinations of their products conductedg®cialised laboratories;
c. Their own distribution system that guarantees gsiggplies to the stores which

ensures product freshness.
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Question 5: To what extend do you think the markegimix strategy of Biedronka is

adequate to polish consumers’ requirements?

Students should evaluate: product, price, placéaehpromotion.

A) Product
Biedronka sells perishable and non-perishable mtsdwarefully selected to meet the daily

needs of its customers.

Biedronka always tried to have a product portf@aapted to costumers needs introducing
private label of Biedronka increasing satisfactidrcostumers, and at the same time taking a
great opportunity to get better profit margins anake improvements on the retailer image.

Biedronka’s private label is perceived as a goodliyubrand at a low price supported by

basic products in almost every category with emighais dairies, groceries, drinks, prepared
meals and frozen food. Biedronka stores carry @@ products — of which almost 95% are

productsof Polish manufacture — delivered by more than d@fpliers.

B) Price

As said before, Biedronka price strategy was “EDEPEvery day low price. The price
strategy can be defined as penetration pricingchvimvolves charging a low price with the
objective of achieving the highest possible sales

The value perceived by the consumer was also gegitaaspect for Biedronka which always
tried to maximize the perceived value-for-moneygémeral, consumers want products at low
prices, but also prefer shopping at stores thest tis a consequence of the positive perceived
quality that the products offered have.

C) Placement and Distribution

One of the main goals of Biedronka was related wistribution. The objective was to cover
all the Polish territory. Biedronka has its owntdiition of 8 moderrDistribution Centres
owning nearly 60% of all discount stores in Pol§2@03)

D) Advertising and Promotion
The main investment in promotion of Biedronka’sretoand products include TV, outdoors,
radio and direct sales promotion in store. The camoation is essentially based in two main
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concepts, the quality of products and its low mie€‘good quality products at everyday low
price” — and the distribution of stores — “Everywdgou need to shop”.
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Question 6: From your out-of-session research abdiedronka and Jerénimo Martins,
how do you describe the actual situation of Biedk@nand to what extend the goals of the
group are being achieved?

The following data regarding the year 2008 of Baetka is available on the corporative
website of Jerénimo Martins Group.

Table VII - Biedronka facts (2007-2008)

% of control Sales (Mi. Euro) # of Stores
by/Mgroup | 2007 | 2008 | A% |

100% 2.392 3.521 47,2% 1359

From 2007 to 2008, the sales of Biedronka incre®s2%. The value of sale of some
company depends on 2 major aspects: the quantity aod the price of goods. In
Biedronka’s case, the growth is coming from thengitva sold. Keeping the “Every day low
price” strategy, Biedronka is gaining more and moostumers increasing the volume of
sales. The number of stores that the group haws® a good indicator of Biedronka’s
performance. Fighting for leadership in retail disition, the group always tries to reach
more and more consumers opening stores where @aher@stumers to satisfy. For example,

in 2008, 52 new stores were opened, 29 were reteod@hd 7 were closed.

Another important aspect to access the performancedevelopment of a company is the
evolution of number of employees. In 2008, Biedmnka almost 30000 employees,
increasing versus 2007, 47,2% which is a very @sng number since it is equal to the
growth of sales. This fact can symbolize on onedhthe sustainability of the group in terms
of employment and commitment to develop people @mdhe other hand, the fact that the
result of the group are not only due to price arfridution strategy but also due to each

store team
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Graph | — Number of employees in Biedronka (2004-218)
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Question 7: What recommendations would you give ttee management of Jerénimo
Martins and Biedronka in order to develop a nexegtplan to the group?

Anna SierpinskaHR Manager of Biedronka, wrote for a corporatgazne that “the biggest
challenge for the future of Biedronka is to conénua the front line keeping the leadership
position.”

In order to keep this first line position, Biedren&nd Jer6nimo Martins must be aware of any
consumer behaviour changes in order to adapt #@tegly constantly and not lose any
costumer to a competitor. An example of future cetitfye advantage is the online shopping
and the post-sell service offered to the costummedsthat increase the loyalty of costumers.

Regarding Jer6nimo Martins group as unit, besides donsolidation of business in the
countries where the group already develop its @gtit is also important to continue the
expansion for new and potential growing marketse Htest “discussion” on the group was
whether to enter Russia or Ukraine but the lasinsée have more pros than Russia. Ukraine
appears as a country with which, European Unionbleas seeking for an increasingly close
relationship, going beyond cooperation, to grace@nomic integration and deepening of
political cooperation. Therefore it does not onppears as a country where it is easier to
enter, but also as a good opportunity to grow,esldkraine presents an annual retail growth
rates of about 258 and it is considered the fastest growing retailkeigin Europe.

30 Ukrainian Retail Overview report Byorizon Capital(2006)
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4. Key Learning Points / Conclusions

In a period tailored by the growing globalizatiolexve people have access to products and
services from everywhere in the world, companiesfarced to think not only about their
domestic market but also about internationalizé thesiness and grow international in order

to guarantee a competitive position in the market.

One of the objectives of this case study is to moute for the understanding of an
internationalization process of a Portuguese Retaitpany to Poland, one of the European

countries with the fastest economic growth.

The growing experience and knowledge about thespainarket and the consumer habits
showed Jerénimo Martins the path to let the moltirfat strategy in Poland and focus only in
Biedronka. Thus, Biedronka was developed as a sibneroximity, tailored to the daily
shopper, with a new consumer behaviour approacproduct portfolio, private label and
price different from the main competitors.

When companies evaluate the possibility of inteomatization it is crucial to have
professionals with competences and knowledge td déh local heterogeneity and
anticipate future consumption trends to avoid logstumers to other competitors. As Anna
Sierpinska, HR manager of Biedronka wrote, “We @Bmnka) can’'t make the mistake of stay
in the ember of our success. Market and clientédvevand we have to fight daily to be able to

fulfil their needs.

The resolution and discussion of Biedronka casdystan be summarised on a list of key
success factors for this internationalization teenbeen a success.

A) One of the most important aspects to take immant on an internationalization process
is the need to have a deep knowledge of the foeeigountry to where the company plan to
go. When Jer6nimo Martins group decided to enterRblish market with Biedronka, they

had to study deeply the nature of the retail marketvery aspect: the polish consumer, their

“habits”, their needs and expectations, how thkg to shop and also their purchase power.
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This was the base of the study of the market. Ex steps were to find solutions and ways
to overcome possible problems related with whatuoarers want. An example was related
with the distribution. Polish consumer was looking a store on their way to home and not

only in the main central cities. Biedronka haditm fnew efficient ways to reach that places.

B) This internationalization process needed to fochl partnerships and local suppliers to
met both costumers and company needs. On one tfasdocal “help” solved the need of
Polish consumer to have national quality productsilable and solved the need of the
company to have more competitive and differentiaeldtions on distribution in order to be
able to cover the majority of Poland territory asiing economies of scale.

C) Another important highlight of this process wiéd® management style adopted by
Jeronimo Martins in Poland. The group of workersrevalways motivated by the
management team to have group culture and to shengsion and strategy of the company.
The career plan of every worker was also a veryongmt aspect for the company who tried
to develop them and promote them recognizing theikk and dedication to the group. These
facts were reflected on the low rotation of stafflaon management team composed in 90%

by internal promotion of workers.

D) The way Biedronka deals with their competit@ralso another important aspect of its way
of doing business. Biedronka is constantly evahgatis competitor’s activities and way of
doing business in order to be alert to various etspef the retail market. On one hand to
study the consumer of the competitors’ stores andvaluate how they can conquer those
consumers - Are they looking for the prices that coynpetitors are offering? Are they
looking for specific product that | don’t have? Ahey looking for a large opening schedule?
On the other hand this constant state of alertvallBiedronka to always be in the front line
of innovation and market development fighting eaolmpetitors’ activities in a larger and

faster scale.
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Annex | — Jer6nimo Martins’ Organizational Chart !

Core Business - Distribution Industry Services

Unilever Jeranimo Jerdnimo Martins Jerdnimos Martins

Portugal Poland Brazil England ] o )
Martins DPC (Distribution) Restauration
Pingo Doce - Food leronymo
e Biedronka - ) . ] ] - -1{
Supers & Subers Sé- Supers Lillywhites Gallo Worldwide Cosmetics Chili's
Hypers P Caterplus Oliva
Recheio - Eurocash -
Hussel Bem & lerry's
Cash&Carry Cash&Carry
Ola

31 Available in corporate web site of Jerénimo Mas(@ccessed in 8 of May 2011)

46



Jerénimo Martins in Poland: Biedronka

Annex |l — Biedronka’s Logo®

2
Biedronka

Codziennie niskie ceny

Annex Ill — Biedronka’s store in Poland™

Annex IV — Makro's store in Poland®*

32 From Google image search by “Biedronkatcessed in 8 of May 2011)
¥ From Google image search by “Biedronkatcessed in 8 of May 2011)
% From Google image search by “Makro in Polafaticessed in 8 of May 2011)
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Annex V — HIT supermarket in Poland®

v

Annex VI - Origin of FDI in Poland by Country (1998/2000)°

| Rank | Country | 1998 | 1999 | 2000 |

1 France 2.398,9 3.854,7 7.901,0
2 USA 4.911,2 5.152,9 7.350,3
3 Germany 5.117,3 6.077,3 5.903,7
4 Netherland 1.878,9 3.233,3 4.2249
5 Itay 2.037,6 3.208,0 3.417,6
6 Multinational 1.813,1 2.589,3 2.296,7
7 UK 1.929,5 2.068,0 2.181,1
8 Sweden 691,5 789,2 2.027,9
9 South Korea  1.412,4 1.616,3 1.617,4
10 Russia 958,0 1.112,2 1.286,4
20 Portugal 147,2 288,2 338,7
Total 45.772,0

% From Google image search by “Makro in Polafaticessed in 8 of May 2011)
3 Source: PAIZ (1999, 2000, 2001), Values in 000€
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