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Introduction

Objective

The purpose of this project is to define the best store format to be built in Morumbi’s District, it is located at the South of Sao Paulo city. 

Background

Companhia Brasileira de Distribuição (CBD)/Pão de Açúcar Group is the largest food retailer in Brazil, stating in 2003, R$ 12.8 billion in gross revenues and a 15% market share. In December 2003, CBD had 497 stores, distributed into 12 states, totaling sales area of 982,701 square meters and 55.5 thousand employees. 

Founded in 1948, CBD has consolidated its operation through the multi-format structure with a balanced participation of supermarket and hypermarket formats. Its performance is based on three formats: supermarkets (Pão de Açúcar and CompreBem Barateiro divisions), hypermarkets (Extra) and electronic/home appliance stores (Extra-Eletro), which have specific sales strategies and performance focus, channeled to consumers with a different profile.

The Company’s shares are listed, since 1995, at BOVESPA – the São Paulo Stock Exchange and, since 1997, at NYSE – the New York Stock Exchange (Level III ADR). In 1999, CBD made an agreement with the Casino Group, the second largest retail company in France and, in 2003, its shares started being part of the Bovespa’s Corporate Governance – Level 1.

By the end of 2003, CBD started a partnership with Sendas, a retail industry leader in the State of Rio de Janeiro, aiming to strengthen its participation in the region and consolidate its leadership in the Brazilian retail market.

Alternatives

Store’s options to be opened in Morumbi district: 

Alternative 1: Pao de Acucar

Alternative 2: Extra

Alternative 3: CompreBem.

Brands Positioning
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Neighborhood supermarket, having a high-quality and diversified product mix, customized assistance and services, and constant investments in technology and innovation.
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Popular supermarket inserted into the community’s day-by-day, having competitive prices, high quality, variety of perishables and distinguished assistance to clients.
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Hypermarket, whose most important differentials are competitive prices, wide assortment of food and non-food products and service diversification.

Brands Characteristics
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The Model

The Model Introduction

In order to evaluate the alternatives, an ANP model was developed with the following parts:

· Strategic criteria: defined by shareholders, competitors, customers and locations.

· Alternatives:  Pao de acucar, Extra and CompreBem stores

· Model Structure: defined as picture below.
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Strategic criteria vs. BOCR
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Strategic criteria

In order to evaluate the different views of the stakeholders involved in the decision, a rating table was created. The customers profile is the main influence on the decision (39.4%) because the overall benefit on this choice is very high. The other important stakeholders are the shareholders (29.41%), competitors (20.4%) and location (10.6%) that also influence on the decision. 

Benefits

The subnet of Benefits was divided into:

1) Marketing

2) Financial

3) Environmental

Benefit – Marketing

The marketing benefit was divided into image and market share
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Benefit – Financial

The financial benefit was divided into gross revenue and profitability.
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Benefit – Environmental

The environmental benefit was divided into social activities, neighborhood improvement and convenience.
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Overall Benefit Report

Overall benefit report shows Extra as the best option of store to be opened at Morumbi district. 
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Costs

The subnet of costs was divided into:

1) Marketing

2) Financial

3) Operational

Costs – Marketing 

The marketing cost was divided into surveys and campaigns
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Costs – Financial

The financial cost was divided into building and equipment.
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Costs – Operational
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Overall Costs Report

Overall cost report shows Comprebem as the best option of store to be opened at Morumbi district. 
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Opportunities

The subnet of opportunities was divided into:

1) Environmental

2) Surveys

Opportunities – Environmental
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Opportunities – Surveys
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Overall Opportunities Report

Based on the overall report for opportunities Pao de Acucar would be the best store option.
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Risks 

The subnet of risks was divided into:

1) Environmental

2) Acceptance

Risks – Environmental
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Risks – Acceptance
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Overall Risks Report

Based on the overall report for opportunities Pao de Acucar would be the best store option since it less risky than the other options.
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Final Results (BOCR) 
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Sensitive Analysis

Sensitive Analysis for Benefits

This sensitivity analysis demonstrates that Extra is the best decision until the point where we increase the priority to 0.3. The other options go down and seem not interesting. 
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Sensitive Analysis for Costs

This sensitivity analysis on costs as the independent variable also demonstrated that Extra is the best possible decision. The other options go down and seem not interesting.


[image: image38.png]Fie Edt Hep
0

08

08

02

01 02 03 04 06 07 08 09 10

02

04

08

08

Expeiinents

01 Pao de gt store 2 0373
REdaste 1 0505
03 Comprebem store. 3 0122

[Frory: o7 Wakeig 05





Sensitive Analysis for Opportunities

This sensitivity analysis on opportunities as the independent variable demonstrated that Pao de Acucar is the best possible decision, however Extra is the best second decision until the point where we increase the priority to 0.95. 
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Sensitive Analysis for Risks

Along with benefits, this can be considered one of the two most important analyses due to the nature of this problem.  This analysis demonstrated that Extra is the decision that will provide the lowest exposure to risk.

.
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Conclusion

The sensitivity analysis was performed taking into consideration the Benefits, Costs, Opportunities and risks as independent variables.  Almost all analysis individually confirmed “Extra” as the best possible decision for this problem. 

In addition, the importance of benefits of achieving those customers is very high (39% on the strategic graph) so it indicates that Extra is the best option. 
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