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TARGET CORPORATION 

 

GO International: Entering New Markets 

 

 

 

Target Corporation (Target) is a United States based company, focused on general 

merchandise retailing.  Under the leadership of CEO Robert Ulrich Target has become 

the number two retailer in the United States (after Wal-Mart) through a differentiated 

strategy of private label and national brands that appeal to middle-income households. 

 

Clean, organized and a welcoming smile.  This is what you would expect upon entering 

any Target Store in the country.  Designer trends with low prices in addition to the 

fundamentals of life, makes Target the shopping destination for millions of guests who 

visit every year.  Target has created a one-of-a-kind experience through a commitment to 

great prices, continuing innovation, and a pledge to make its communities a better place 

to live.  

 

While Target has consistently grown its market share (Exhibit 1) one of its weaknesses is 

deriving all of its revenue from the United States market.  The company does not operate 

in any other geographical region.  In contrast, competitors such as Wal-Mart have global 

operations, which provide them with a better revenue profile and economies of scale in 

purchasing.  A geographic concentration of revenues makes Target vulnerable to 

worsening market conditions in the United States, and makes the company uncompetitive 

compared to global retailers such as Wal-Mart.1 

 

For example in 2006, Wal-Mart (the world’s largest retailer) announced for its 

International Division fiscal year end sales of $62.7 billion, an 11.4 percent increase from 

2005.2   By catering to an international audience, Wal-Mart manages to sell nearly 11 

times more merchandise than Target.  

 

This year, the United Nations estimates that half of the world’s population will live in 

cities by 2007; as such, particular emphasis has been placed on the urban rural divide and 

its impact on investment strategies.  Argentina, Brazil and Russia have predominantly  
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urban populations, whereas in China, India and Poland, the majority of the population 

still live in rural areas or small regional towns.  This two speed consumer model is 

producing new investment opportunities through a gradually emerging world renaissance 

in certain regions.3   With more than 95 percent of the world’s population living outside 

the United States,4 one must ask the question: What would the Target Corporation need 

to do to expand its operations into the global marketplace? 

 

Company History  

 

The panic of 1873 left Joseph Hudson bankrupt. After he paid his debts at 60 cents on the 

dollar, he saved enough to open a men's clothing store in Detroit in 1881.  Among his 

innovations were merchandise-return privileges and price marking in place of bargaining. 

By 1891 Hudson's was the largest retailer of men's clothing in the United States.  As his 

fortunes grew Mr. Hudson repaid his creditors from 1873 in full, with interest.  When 

Hudson died in 1912, four nephews expanded the business.  

 

Former banker George Dayton established a dry-goods store in 1902 in Minneapolis. 

Like Hudson, he offered return privileges and liberal credit. His store grew to a 12-story, 

full-line department store.  

 

After WWII both companies saw young families moving away from their in-laws and 

into their own homes and recognized that the future lay in the suburbs.   In 1954 

Hudson's built Northland in Detroit, then the largest shopping center in the United States. 

Dayton's built the world's first fully enclosed shopping mall in Edina, a Minneapolis 

suburb, in 1956.  In 1962 Dayton's opened its first discount store in Roseville (naming the 

store Target to distinguish the discounter from its higher-end department stores).  

 

Dayton's went public in 1966, the same year it began the B. Dalton bookstore chain. 

Three years later it merged with the family-owned Hudson's, forming Dayton Hudson. 

Dayton Hudson purchased more malls and invested in such specialty areas as consumer 

electronics and hard goods.  Target had 24 stores by 1970.  

 

The Target chain of stores became the company's top moneymaker in 1977.  The next 

year Dayton Hudson bought California-based Mervyn's (now Mervyns).  In the late 

1970s and 1980s, it sold nine regional malls and several other businesses, including the 

800-store B. Dalton chain to Barnes &Noble. The Target stores division purchased 

Indianapolis-based Ayr-Way (1980) and Southern California-based Fedmart stores 

(1983). In the late 1980s Dayton Hudson took Target to Los Angeles and the Northwest. 

Robert Ulrich, who began with the company as a merchandise trainee in 1967, became 

president and CEO of the Target stores division in 1987 and chairman and CEO of 

Dayton Hudson in 1994.  

 

Dayton Hudson opened the first Target Greatland store in 1990.  By this time it had 420 

Target stores.  Also that year Dayton Hudson bought the Marshall Field's chain of 24 

department stores from B.A.T. Industries.  Marshall Field's began as a dry-goods 
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business that Marshall Field bought in 1865 and subsequently built into Chicago's 

premier upscale retailer.  

 

Large format SuperTarget stores were introduced in 1995.  The Target stores division 

opened stores in the Mid-Atlantic and Northeast the next year, while the department store 

division began selling off its Marshall Field's locations in Texas.  

 

In 1998 Dayton Hudson boosted its Internet presence by purchasing direct-marketing 

company Rivertown Trading; it also bought apparel supplier Associated Merchandising 

that year. In 2000 Dayton Hudson renamed itself Target Corporation.  In early 2001 the 

company renamed its Dayton's and Hudson's chains Marshall Field's.  Also that year 

Target acquired the rights to 35 former Montgomery Wards stores from the bankrupt 

retailer.  

 

In 2002 the company reopened 30 of the former Montgomery Ward stores as Target 

outlets. Net of closings, 94 Target stores opened in 2002, while neither Mervyns nor 

Marshall Field's added to their store counts. In March 2003, three new SuperTarget stores 

opened in the Dallas/Fort Worth, Texas area.  2004 was a year of divestments for Target. 

In January the discounter announced it was exiting the catalog business, which it acquired 

when it purchased Rivertown Trading Co. in March 1998.  To that end, in April Target 

sold its Signals and Wireless gifts catalogs to Universal Screen Arts for an undisclosed 

sum.  In July Target sold its Marshall Field's business to The May Department Stores Co. 

for about $3.2 billion in cash.  In September Target completed the sale of 257 Mervyns 

stores in 13 states to an investment group that includes Cerberus Capital Management, 

Lubert-Adler/Klaff and Partners, and Sun Capital Partners, as well as its Mervyns credit 

card receivables to GE Consumer Finance for a combined sum of approximately $1.65 

billion in cash.  

 

In July 2006 Target.com extended its partnership with Amazon Enterprise Solutions, a 

unit of online retailer Amazon.com, through August 2010.  Amazon provides e-

commerce technology to the discount chain. 

 

Giving Back to the Community 

 

Community involvement is a priority for Target and its team members.  Target continues 

to support and strengthen the communities it serves and donates nearly $2 million dollars 

a week to charitable causes.   Among the thousands of volunteer hours Target team 

members have given to their communities, Target has formed partnerships with United 

Way, American Red Cross, St. Jude Children’s Research Hospital, Target House, United 

Negro College Fund and the Hispanic Scholarship Fund.  The nation's #2 discounter was 

#1 when it came to corporate giving in 2001. Target topped the Forbes list of America's 

Most Philanthropic Companies that year, donating 2.5% of its 2000 income (nearly $86 

million).  By comparison Wal-Mart gave away $116.5 million in 2001, less than 1% of its 

income in 2000.  
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Target believes that in order to further strengthen the communities it serves, education 

should also be a priority.  Take Charge of Education (TCOE) helps improve funding for 

schools and education programs through the Target Visa and Target Guest Card.  Target 

donates 1% of a guest’s purchase made with these credit cards to the school of their 

choice.  Target also sponsors Ready. Sit. Read!, a program that encourages early 

childhood reading through book festivals and reading contests.  With the partnership of 

golfer Tiger Woods, Target co-sponsors Start Something, a dream building program for 

youths that helps them define and achieve goals and dreams. 

 

 

Business Description 

 

The company provides general discount merchandise through 1,397 stores, including 

1,239 Target general merchandise stores and 158 SuperTarget Stores across 47 states in 

America.  Its SuperTarget stores offer a full line of food items along with general 

merchandise.  Additionally, the company sells merchandise under its own private-label 

brands including, Market Pantry, Archer Farms, Merona, Xhilaration, Choxie, Trutech 

and Target Limited Edition as well as through unique programs such as ClearRx™ and 

Global Bazaar.  Target expanded their food assortment within their general merchandise 

and Super Target stores to provide greater guest convenience and drive increased 

shopping frequency.5 

 

The company also sells merchandise under licensed brands including, Cherokee,  

Mossimo, Isaac Mizrahi for Target, Michael Graves Design, Sonia Kashuk, Woolrich,  

Liz Lange for Target, Simply Shabby Chic, Waverly, Fieldcrest, Thomas O’Brien, and  

Smith & Hawken.  

 

Today, Target Corporation consists of much more than the retail outlets.  The company 

owns several subsidiaries which include: 

 

Target Brands: owns and oversees the company's private label products, including the 

grocery brands Archer Farms and Market Pantry. 

 

Target Financial Services (TFS): issues Target's credit cards, known as the Target 

REDcard, consisting of the Target VISA and the Target Card, issued through Target 

National Bank.  Target Financial Services also oversees GiftCard balances.  Revenues are 

primarily derived from finance charges, late fees and other revenues.  

 

Target Sourcing Services / Associated Merchandising Corporation (TSS/AMC): This 

global sourcing organization locates merchandise from around the world for Target and 

helps import the merchandise to the United States. Such merchandise includes garments, 

furniture, bedding, and towels.  TSS/AMC has 27 full-service offices, 48 quality-control 

offices, and seven commissionaires located throughout the world.  TSS/AMC employs 

1,200 people.   AMC also provides international sourcing for a number of retailers.  
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Target Commercial Interiors: provides design-services and furniture for office space. 

Currently, Target Commercial Interiors has an unusually high market share of Fortune 

500/1000 business customers, and are expanding to attract small to medium sized 

businesses, as well as home offices.  This subsidiary has six showrooms in Illinois, 

Minnesota, and Wisconsin, including a first-of-its-kind retail concept store and 

showroom in Bloomington, Minnesota that opened on June 23, 2005. 

 

Target.Direct: owns and oversees the company's e-commerce initiatives, such as the 

Target.com domain.  Founded in early 2000, Target.Direct is a combination of the 

company's e-commerce team and its direct merchandising unit into a single, integrated 

organization.6 

 

Target.com is the direct merchandising and electronic retailing organization of the  

company.  The business combines the e-commerce team and the direct merchandising 

unit into one integrated organization.  The Target Direct organization operates seven 

websites, which support the store and catalog brands in an online environment, and 

produces six retail catalogs.  

 

These subsidiaries offer support to the 1,444 Target stores though out the United States. 

Included in this mix are approximately 130 Target Greatland stores, 158 SuperTarget 

stores, 1,079 pharmacies, 758 photo labs, 232 optical centers, 161 portrait studios, and 30 

multi-level stores.  The entire corporation is brought together under one vision: “To be 

the Best Company Ever, for our guests, team members, shareholders and communities.”  

Target’s motto for life is to be Fast, Fun, and Friendly. 

 

During the fiscal year ended January 2006, revenues increased by 12.3% to reach 

$52,620 million.  Target’s large size and vast resources allow it many benefits; cost 

reductions through economies of scale and a strong brand image that allows it to 

introduce high-margin private-label brands.7 

 

A November 2006 research report by the research firm PiperJaffray rated Target 

Corporation as “outperform” with low volatility stating that credit related rewards 

programs help drive incremental sales, and synergies with retail operations further 

enhance credit card profitability.8   The following table identifies the sources of revenue 

by payment type. 
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Recent Strategic Initiatives 

 

Purveyor of all that is cheap, yet chic, Target Corporation has slimmed down.  After 

years of struggling to turn around its Marshall Field's and Mervyns departments stores 

divisions, the discounter sold them both in 2004.  Target and its cousins, including 

SuperTarget, which sells groceries, and Target Greatland, have carved out a niche by 

offering more upscale, fashion-forward merchandise than rivals Wal-Mart and  

Kmart.  

 

Following the sale of Marshall Field's (now Macy's North) to The May Department 

Stores Co. and Mervyns to a group of private-investment firms, Target is finally free to 

focus on its core discount store business.  The country's #2 discounter plans to add more 

than 600 new stores over the next several years, bringing its store count to 2,000 stores 

nationwide by 2010.  It is also expanding its SuperTarget format (about 140 outlets), a 

newer 174,000-sq.-ft. grocery/discount store concept that includes groceries under the 

Archer Farms brand.  

 

In addition, SuperTarget has broadened its private-label offerings to include about 2,900 

different products under the premium Archer Farms and lower-cost Market Pantry 

brands. Other formats include Target Greatland (70% larger than regular Targets) and a 

growing online store called Target.com (Target.com is the third most visited retail Web 

site behind eBay and Amazon, beating out Wal-Mart.com.).  Target has also added dollar 

sections -- called The One Spot -- to all of its stores. To support its growth, Target is 

building a huge new regional distribution center in Midway, Georgia, scheduled to open 

in 2007.  

 

With its eye on the coveted Manhattan/New York City market, Target inked a lease 

agreement with area developers in late 2006 to occupy 135,000 sq. ft. of space in 

Harlem's East River Plaza along FDR Drive.  The deal, which is Target's first permanent 

store there, places Target on its own floor -- above Home Depot and below Best Buy.  
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The #2 discounter is also increasing the selection of merchandise available at Target.com 

from about 90,000 items currently, to 200,000 by the end of the year.  Increasing online 

business has also been a recent focus of Target's archrival Wal-Mart.  

 

For its younger customers, Target recently launched "Time to Play!" toy boutiques inside 

the toy departments of each of its stores.  In conjunction with "Time to Play!" Target has 

introduced its own line of toys called PlayWonder for children ages two to five years.  To 

help families contain all those toys at home, Target has partnered with storage-solution 

provider California Closets to help Target customers organize their homes and 

belongings.  

 

Private Label Branding: An International Twist 

 

Target’s strategy has helped Target distinguish itself from rival Wal-Mart Stores and 

grow to become the nation's # 2 discounter by employing a strategy that relies on 

exclusive private-label offerings from big name designers.  To stay ahead of archrival 

Wal-Mart, which has taken steps to upgrade its fashion profile with its new Metro 7 line 

and a deal with design expert Colin Cowie, Target has launched its Go International 

program; limited-edition collections from global designers including, most recently, the 

Iranian-born designer Behnaz Sarafpour.  Previous Go collections were produced by the 

UK's Luella Bartley, Tara Jarmon, and Paul &Joe.  

 

Other contracts with the world of high fashion include Target's long-term partnership 

with fashion designer Isaac Mizrahi, who joined the discounter's stable of in-house talent 

in mid-2003.  Mizrahi offers a line of chic and affordable women's apparel and 

accessories. Other designers with exclusive lines at Target include Amy Coe (children's 

bedding and accessories), Liz Lange (maternity), Mossimo (junior fashions), and the 

architect Michael Graves (housewares).  

 

Target also competes with rival retailers and drug store chains through in-store services. 

It's doctoring up some of its stores with Target-branded medical clinics (after the retailer's 

agreement with MinuteClinic dissolved when the health provider was bought by 

pharmacy rival CVS).  Target is the first of its kind to offer its own in-store clinic, rather 

than leasing out the space to a health care provider.  Wal-Mart created a great deal of 

attention in the Fall of 2006 when they offered to fill a generic prescription for $4.00.   

Reacting to its arch rival's move to sharply cut prices on generic drugs, Target said in 

September 2006 that it will match Wal-Mart's lower prices on generics in the Tampa Bay 

market beginning immediately.  

 

Target Corp's. largest shareholder is Capital Research and Management Co., which owns 

about 14% of the retailer's stock. 
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Operations 

 

Target stores are typically 126,000 square feet in size.  Total store square footage of 

Target Stores is approximately 140,255 million.  Target employs approximately 292,000 

employees. 

 

Roughly 100-150 new Target stores are opened each year during three cycles in March, 

July and October.  New store prototypes utilize advancements in technology and design 

to better respond to Target guests needs.   

 

Target operates out of 23 regional distribution centers (RDC).   Each RDC serves roughly 

40-70 stores each and are located in the following cities: 

 

Fridley, MN  Maumelle, AR   Fontana, CA  Pueblo, CO 

Woodland, CA Tifton, GA   Oconomowoc, WI Albany, OR 

Indianapolis, IN Stuarts Draft VA  Tyler, TX  Wilton, NY 

Madison, AL  Galesburg, MI   Phoenix, AZ  Topeka, KS 

Midlothian, TX Amsterdam, NY  West Jefferson, OH Lugoff, SC 

Chambersburg, PA Cedar Falls, IA  Shafter, CA   

  

Target also operates three import warehouses.  These facilities allow imported products 

to be purchased and stored in bulk quantities later moved to the Regional Distribution 

Centers as needed.   Located near port cities on both the east and west coasts (Ontario, 

California; Lacey, Washington; and Suffolk, Virginia) these import warehouses provide 

easy access to oceanic shipping systems.   

 

DISCOUNT RETAILING IN A GLOBAL ECONOMY 

 

In an October 2004 report, the professional services firm, Ernst & Young, identified 

important global pricing trends affecting retailers and consumer-products companies 

around the world.  These include 1) governmental regulations, 2) consolidation, 3) global 

expansion, 4) consumers like low prices, 5) societal forces, 6) competition and 

overcapacity, and 7) channel blurring9.   

 

This report also encapsulated important global trends that influence retailers and 

consumer products companies:  

 

• Governmental Regulations – Although governmental regulations varied from 

country to country, all countries in this report had regulations concerning working 

conditions and hours.  While many countries in the study had regulations 

governing retail expansion, the biggest exception was the United States, which 

allows local communities to regulate zoning.  Some countries have seen consumer 

spending grow through deregulation measures, and other countries’ retail sectors 

have been hindered by regulations.  Strict big store” or “hypermarket” laws have 

had a major impact in both Germany and France.  
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• Consolidation – Consolidation in the retail sector has occurred in many 

countries in this study.  This is certainly true of the United States, where 

consolidation in department stores, supermarkets, and discounters has been 

significant, especially in the late 1990s.  In Australia, where there recently have 

been more entries in apparel retailing, two large department store chains still 

account for over 80 percent of that market, while in Switzerland, two retail chains 

account for 70 percent of the market.  In the Netherlands, the two largest retailers 

dominate in both mass merchandising and food.  However, in Japan, small stores 

still dominate the retail market – for now.  

 

• Global Expansion – Deregulation has allowed for more growth among large-

scale retailers, and many foreign retailers have been lured into opening stores or 

buying equity positions in Japanese retailers. Global expansion by mega-retailers 

is occurring in the emerging nations of Southeast Asia, China, and Latin America, 

as well as in the industrialized nations of Europe and Japan.  Expansion into 

industrialized countries generally will be through acquisitions, helping to further 

consolidate the retail market.  

 

• Consumers Like Low Prices – Consumers around the globe are looking for 

bargains. German consumers are well known for being frugal.  Even the Japanese 

– avid shoppers for name brands – are now evolving into bargain shoppers as a 

result of their country’s long economic malaise.  This worldwide focus on thrift 

has made mass merchandising of both food and clothing the most popular 

segment of retailing.  In more developed countries, the growth of mass 

merchandising comes at the expense of department stores.  

 

• Societal Forces – Retailing is an excellent lens through which to view societal 

changes.  In South Africa, for example, democratization over the last decade has 

caused retailers to shift their focus.  After 1994, retailers that had targeted upscale 

buyers refocused their strategies on low-income consumers, by far the largest 

segment of their market. In Israel, the Palestinian-Israeli conflict and resulting 

security concerns have prevented the entry of large international retailers.  

 

• Competition and Overcapacity – Across the world, retailing remains highly 

competitive because of too much retail square footage and too few consumers. 

This is most evident in the U.S. supermarkets and regional discount chains, where 

many retail segments are undergoing restructuring and consolidation. Israeli 

retailing also suffers from overcapacity issues, with large food chains gaining 

market share.  In Switzerland, expansion by foreign retailers is still occurring, 

even though two Swiss retail giants dominate the highly saturated market.  

 

• Channel Blurring – There is so much competitive activity in some countries that 

many retail sectors are experiencing channel blurring, wherein retailers in one 

sector attempt to penetrate another sector.  The best example in the U.S. is the 

growth of numerous outlets where food is sold. In addition to traditional 

supermarkets, food is now offered at supercenters, warehouse clubs, dollar stores, 
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and drug stores.  Channel blurring is also occurring in Canada, again most 

prevalently in the food category.  

 

In 2004 and beyond, with inflation becoming a greater concern, the willingness of 

retailers to raise prices will depend on:  

 

• The Strength of a Particular Economy – A recovering economy can better 

withstand price increases than a weak economy.  

 

• The Composition of a Particular Retail Sector – Discounters will be more 

reluctant than other types of retailers to raise prices because of their mass-market 

focus; the greater their market share in a particular country, the less inflation can 

be expected.  

 

• Individual Retailer Strategies – Retailers’ strategies vary, and maintaining a 

low-price image might be more important to some companies than margin 

pressure.  For example, supermarkets in the U.S. are fighting alternative retail 

formats, such as supercenters, and will likely defend their “low price” image.  

 

• Operating Efficiencies – Some retailers have achieved real operating efficiencies 

and can withstand inflationary pressures longer than competitors saddled with 

higher costs.  

 

• Supply Chain Efficiencies – Efficient supply chains will be the key to 

profitability.  Retail consumer product (RCP) companies must look towards 

innovative ways to achieve growth and reduce operating expenses. 

 

Target Corporation has capitalized on several of these forces in its drive to expand market 

share such as; consolidation and channel blurring to effectively spur its domestic growth.  

It has maintained its position against numerous regional and national competitors 

(Exhibit 2).   However, Target will find that in international markets the number of 

competitors is drastically curtailed as a few large players (Wal-Mart, Carrefour, Metro, 

Auchan, Ahold, and Tesco) collectively account for the majority of the market. 

 

Since 2001, more than 49 retailers anchored about 90 new markets.   Entrance into new 

geographic markets is most often initiated by supermarkets and followed by apparel 

retailers and do-it-yourself outlets.   On the other hand, retailers will exit 17 markets in 

2005 and are expected to exit another 19 in 2006. 

 

The consulting firm, A.T.Kearney, developed a Global Retail Development Index 

(GRDI) to assist retailers in prioritizing their global development strategies (Exhibit 3).  

GRDI scores are based on an analysis of the following four variables:  country risk, 

market attractiveness, market saturation, and time pressure.   They examined more than 

10 years of data points, and gained new insights into the patterns and effects of retail 

performance in emerging markets, including: 
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 Emerging-markets pass through windows of opportunity, which remain open for 

an average of five to 10 years 

 Certain retail formats were better than others, depending on time of entry and 

region 

 Modern retail expansion contributes to economic growth 

 

They conclude their summary by saying: “This last point, should resonate with 

governments and policymakers in emerging markets: from India to Brazil, from China to 

Mexico, countries must create the right competitive environment to attract foreign 

companies and thereby meet to the economic benefits that increased retail activity can 

provide.  Ultimately, timing is in their hands”10. 

 

 

Bringing the World to the United States 

 

In the past year Target has been dipping its toe into international waters. First, and much 

more obvious to those who are stateside, is the new GO International campaign.  With 

this branding concept, Target is taking its guests on a whirl wind tour of Europe via 

clothing designers.  The first international designer to make her debut at Target stores 

nationwide was the British born Luella Bartley. Her designer duds were even showcased 

on MTV’s TRL.  Next came Canadian born Tara Jarmon and The French line Paul and 

Joe.  These designers have captured the attention and pockets of many teens and young 

women.  The fourth GO International collection was an assortment by a New York 

designer, which was inspired by New York City nightlife and reflects the spirit of the 

holiday season.  Target has also partnered with popular New York designer, Ramone 

Felix to offer an exclusive line of accessories called Ralphy for Target.  The holiday 

collection includes stylish handbags, clutch purses, gloves in both day and night 

designs11. 

 

Taking the Target Corporation to the World 

 

Target introduced itself to the world during the 2006 Winter Olympic Games in Turin, 

Italy.  In a multi-lingual branding event, Target added a splash of red with their Bullseye 

logo branded trains.  Target team members clad in ski apparel and branded skiing bibs 

welcomed riders aboard the trains.  In order to further spread the red, team members 

handed out cowbells, whistles and sports horns subtly showcasing the trademarked 

Bullseye trademark.  

 

Charting a Course Through the International Retail Landscape 

 

Economic growth in emerging markets, such as India and Asia, is expected to 

significantly change the consumer landscape.  Almost a billion new consumers will enter 

the global market place in the next decade.   From now to 2015, the consumer's spending 

power in emerging economies will increase from $4 trillion to more than $9 trillion--

nearly the current spending power of Western Europe.  Thanks to technology and more 
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importantly the internet, consumers, regardless of where they live, will increasingly have 

information about and access to the same products and brands.12 

 

In an article entitled Distance Still Matters: The Hard Reality of Global Expansion, 

Harvard professor Pankaj Ghemawat argues that companies making the move into 

international markets often find situations different than they anticipated.  They routinely 

overestimate the attractiveness of foreign markets.  They become so dazzled by the sheer 

size of the untapped markets that they lose sight of the vast difficulties of pioneering new, 

often very different territories13.  Ghemawat says that in addition to the often used criteria 

for assessing global markets based upon 1) national GDP, 2) levels of consumer wealth, 

and 3) people’s propensity to consume, consideration should also be given to such issues 

as cultural, administrative or political, geographic, and economic distance (Exhibit xx).  

Of cultural distances he writes:  

 

Most often, cultural attributes create distance by influencing the choices that 

consumers make between substitute products because of their preferences for 

specific features.  Color tastes, for instance are closely linked to cultural 

prejudices14.   

 

Companies that rely on the economies of the experience, scale, and 

standardization should focus more on countries that have similar economic 

profiles.  That’s because they have to replicate their existing business model to 

exploit their competitive advantage, which is hard to pull off in a country where 

customer incomes—not to mention the cost and quality of resources—are very 

different.  Wal-Mart in India, for instance, would be a very different business 

from Wal-Mart in the United States.  But Wal-Mart in Canada is virtually a 

carbon copy15. 

 

Wal-Mart first set foot outside the United States in 1991, when it acquired a minority 

interest in a joint venture with the Mexican company, Cifra, a retailer of repute.  In a 

short span of time, the company set up operations in nine countries, with over 1300 stores 

system-wide.  By 2003, international operations accounted for close to 17% of total 

revenues.  It had started in textbook fashion, sticking close to home, with forays into 

countries of geographic proximity such as Mexico, Puerto Rico, and Canada.  After 

penetrating promising regions of South America, the company had ventured into 

Europe16. 

 

Wal-Mart first set foot in Europe when it acquired Wertkauf, a German retailer that had 

fallen on bad times in 1997.  It proceeded to import its own management team from the 

United States to convert these chains into Wal-Mart stores.  However, Wal-Mart’s rural 

culture did not blend well with German sensibilities, and integration soon became a 

flashpoint.  The peculiar rarities of German law that prohibited some of the staple 

discounting approaches of the company, combined with the language differences in 

distinctive market preferences, further accentuated the problems.17   Target would like to 

avoid these pitfalls should they decide to enter international markets themselves. 
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Mr. Robert Ulrich, Chairman and Chief Executive Officer of the Target Corporation, plus 

other members of the Board of Directors, would like you to advise them regarding their 

intended entry into international retail markets.   

 

Please inform the Board of any relevant issues including such topics as: what country to 

enter, when to enter, the method of market entry (joint venture, acquisition, greenfield, 

etc.), and how Target’s current distinctive advantages will benefit them in this proposed 

international endeavor.  Please assemble a comprehensive presentation outlining 

appropriate considerations of cultural differences, economic conditions, and employee 

pool for management and staff positions, etc.   

 

You are not limited to the sources presented in this document, although these items may 

be illustrative of issues that might be encountered.  You are free to present your research 

with any visuals or strategic frameworks which will not only illuminate the strength of 

your analysis but also provide a clear picture of any anticipated issues.   

  

And remember Target’s motto for life is to be “Fast, Fun and Friendly.”  
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Exhibit 1: 

 
 

 

Source: Target Corporation Annual Report, 2006. 
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Exhibit 2 

 

Target Retail Competitors  

 

Top Competitors  

 

· Costco Wholesale  

· Kmart  

· Wal-Mart  

 

All Competitors  

· Albertsons  

· Bed Bath & Beyond  

· Best Buy  

· CVS  

· Container Store  

· Costco Wholesale  

· Dillard's  

· Dollar General  

· Euromarket Designs  

· Foot Locker  

· Gap  

· Gottschalks  

· Home Depot  

· J. C. Penney Company  

· Kmart  

· Kohl's  

· Kroger  

· Limited Brands  

· Linens 'n Things  

· Macy's East  

· Macy's West  

· Mervyns  

· Nordstrom  

· PETCO  

· Ross Stores  

· SUPERVALU  

· Sears  

· TJX Companies  

· Toys ''R'' Us  

· Wal-Mart  

· Walgreen  

· Williams-Sonoma  

· burnes  

· eBay 
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Exhibit 3: 
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Exhibit 4: 

 

 
 

Source: P. Ghemawat, Distance Still Matters: The Hard Reality of Global Expansion, 

2001, p.5. 
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Exhibit 5: 

 

 
 

Source: Hoovers Custom Report Builder, Target Corporation, 2007. 
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Exhibit 5, continued: 
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Exhibit 6:  

 

 
Source: Hoovers, 2007.
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Exhibit 6, continued. 
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