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ABSTRACT

The objective of this research is to identify tlious strategies implemented by the convenierore shain that
dominates the retail market in the country for wahicreview will be some of the different scientifipproaches available
to explain the performance competitive organizatibhe results allow to conclude that implementatidra strategic

framework is what determines the success of mofbemat stores in the market for retail that werbjsat this case study.
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Resumen

El objetivo de esta investigacion es identifies tliferentes estrategias implementadas por keneade tiendas
de conveniencia que domina el mercado de comekdetalle en el pais para el cual se realizararemiaion de algunos
de los diferentes enfoques de caracter cientifispodiibles para explicar el desempefio competiterdadorganizacion.
Los resultados permiten inferir que la implemenitaale un marco estratégico es lo que determinaitel de las tiendas

de formato moderno en el mercado de comercio amgmor que fueron sujeto de este estudio de caso.

Palabras clave:Adquisicién, Alianzas, Diversificacion, Estrate@arporativa, Integracién vertical.

INTRODUCTION

Businesses today are constantly faced with a glmmhand competitive world that demands constastradss to
seize any market opportunity that guarantees #taying and would achieve the objective for whichyt were created.
That is why no company can compete without the sgary strategies to achieve those objectives andhe task of the
owners or managers that such course of actiorogeby scrutinized. Thus, Leibenstein (1968) poirgattepreneurship as
a scarce resource in terms of being entreprencunsperform activities and actions associated witception and pursuit

of business opportunities.

The objective of this research is to identify tlagious strategies implemented by the conveniermre shain that
dominates the retail market in the country. Becdhisebusiness format in the country is in diremtinpetition with the so-
called “corner shops” belonging to the group of MBS they areconsidered the engine of the economythiair
contribution in generating employment and wealth tfee country. This is the main reason why theee resmarkable

growth of convenience stores in this sector, witittas been identified as a major threat and tkaify are. Not because it
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is increasingly opening more outlets for its mdrart 12,800 relatively affordable units which ares f@ehen compared
with 947,248 relating to miscellaneous and grotoyes within the sector (DENUE, 2015), but for sie¢ of strategies to

support their competitive behavior and constantaeson.

The approach so far made can highlight how therdigyf the manager determines the success of th@arom
because although in structure and access to resigqot possible to establish points of comparisetween a unit of
traditional retail trade to a convenience storethboonverge on the need to develop strategies bedigrious the
difference between a company that can reach ingiig to that supported by a corporate managemespite presumably
have the same business format. This being thengtgrtint for determining the object of study oisthesearch descriptive
of the commercial chain OXXO-FEMSA.

Corporate strategies are formulated by the higlee®tl of the organizational structure and the actitan of a
diversified company with all its scope to multi nebdusiness (Luna, 2010). Companies engaged imusindustries
detect expansion opportunities as Peng (2012) ptinincrease a company's business with differpatadions to current,
facing the decision of how to do it, either througintical integration by joining with others, edtabing strategic alliances
or diversifying its products. This combination dfagegies is being observed in the competitive biehahat has been

detonated in the unquestionable success of theeodemnce store chain driven by FEMSA among its obhusiness units.

Indicating the importance of the strategic approfmhthe competitive performance of companies athse
interest to identify which are those that have ateed the success of convenience stores whiclmiaaked its difference
from their direct competition and even traditiot@de stores. This being a possible model to folbmnstrained by the
availability of resources and structure that repnés a major challenge for those seeking to veritioethe retail market.

So, the definition of competitive strategies is kieg to survival in a globalized environment.

The present study was developed through a deiserignalysis of the strategies adopted by the ¢&hain
convenience stores in the country that have allothedth a competitive advantage constantly expandiogthis end, it
was made a literature review in strategic managéhean allowed the theoretical basis of competitdehavior observed
from the perspective of agency theory, theory ofsomces and capabiliies and industry-based theory.
BACKGROUND OF THE PROBLEM

e The Retail Industry in Mexico

The retall trade is one of the main activitiestad tountry as currently employs over other indakaind services
sectors. Currently, the retail trade sector is ived in a fierce competition, because the suppy/ihareased markedly and
consumer needs are becoming more complex to mektdasy. This has led to companies in this sectestablish various
strategies to strengthen their competitive advantdde convenience store format as derived fronorabination of
miscellaneous grocery stores format and conveaistare originating in the United States, with jgatar characteristics
that have grown and have great importance in ttaél isdustry as what are location, size, servagged and identification
of needs.

Mexico andseveral Latin American countriestherechia@en changes inretailer consumerpreferencestecatias
the conceptionrootedin  cornerconvenience  storethegpresents 35% of household consumptionwhile
consumptioninconvenience store obtains already dfffleconsumer spendingaccording to the analysig)oel(Monex,

2014). Thesubsectorofretaildepartment stores apdrmarketsis the generatorof 733, 430directjob& witcontribution
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0f2.1% to the national GDP(ANTAD, 2015) throughGEXstoresonly.

Table 1: Retailtaxonomy

NAICS
(SCIAN) Férmate Description
Classification
Retailin grocery
stores, groceries| Traditional
andsundries

It is characterizedby proximity
to theconsumer.

Integrates supermarkets,
hypermarkets and warehouses.
Near consumer, extended

Super markets Super markets

and department

Conveniencesstore

n

stores. hoursofserviceand assortment.
Price clubs Wholesales
Pharmacies Pharmacies

Source:Own Elaboration Based on Data in Egiandanta

The country has a total of 40,056 stores within thessification of supermarkets and departmentestor
equivalent to 24,864 square meters as a distributi@nnel. Of which 81% are convenience storesighthie commercial
chain of FEMSA the one that represents 53% of tisector.

Retail trade

Superm arkets
14%

Departam enital
5%

Especialized
21%

Figure 1: Integration of Retail Market
Source:Prepared with Data from ANTAD (2015)

» Features of the Structure of Retail Trade

The characteristics of firms in the retail tradeynee defined in terms of structure, size and défiftiation of
services. This is segmented into traditional tradd modern trade. So that SMEs find their placéiwithe traditional
format stores, which in terms of structure are isgrthe defining characteristics identified by #elton Committee for
SMEs as companies that have a relatively small etaskare, have among their managers the owner,anithstomized
structure and lack of a formal management strudi@teran and Blackburn, 2001). While for modermiat stores with
outstanding convenience stores, it is observed tthede work under the concept of subsidiaries ajeldirms with

different business models or under a franchiseraehe

So that it is possible to observe differences endabmpetitive performance between the two typdsmiat to be
implementing multiple strategies within the maimeenience stores. Its structure serves as the @dgicbusiness model

perceived as a set of assets, activities and steuctf government assets to create value (OsteewaRigneur, 2010).
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Have a strategic plan that defines the guidelinehaw the business was managed, so that thesegstratctions are
appropriately selected to enable the use of ailt teeources in the best way and take advantagemdrtunities created by
the constant changes of the market that alsoatvalithem to participate in various industries wita same technological

base.

These strategic decisions regarding revenues afilspirying to get these companies are made atdnporate
level, so a well-defined corporate strategy iskég to creating competitive advantage (McDowell94P This strategy is
crucial because it is the way the company creatdgevthrough the configuration and coordinationnailti-market
activities i.e. is formed by measures which all&e position of businesses within various indust(Margas-Hernandez,
Guerra-Garcia ,Bojorquez-Gutierrez, Bojorquez-Gut®, 2014), which in turn has enabled them to Hawézontal and

vertical structures, geographic strategic deploymativersification, among others that have enabteddy growth.
DEFINITION OF THE PROBLEM

Through this research, it aims to identify the oas strategies implemented by the convenience staim that
dominates the retail market in the country. Thisnfrthe question arising from the problem that tradal trading
companies are facing at the apparent threat ofbiléness format of modern consumer. Thus, thisares is trying to
answer the question: Is the implementation of rpldtistrategies together what supports their conmypetbehavior and

constant expansion of the convenience stores indd@x
ASSUMPTION OF RESEARCH

The implementation of a strategic framework detessithe success and steady growth of convenience st

modern format.
TARGET

The objective of this research with the suppornthefories of resources and capabilities, industsetiaapproach
and agency theory is to identify the various sgm® implemented by the convenience store chadotoinate the retail

market in the country.
JUSTIFICATION

Perform strategic analysis of the business modkivied by convenience stores, in specific at thex@retail
chain owned by FEMSA is to allow it to expand theian of those competing in this sector. In effemympetition
represents a powerful threat to those who contioueperate without have defined a business stratiegtyserves as a
guide to direct actions towards a competitive b&raand not in relation to the number of units bistsmall business
format that opens every day. This is a motive vihy highlighted how the figure of the manager deiaes the key factor
to the success of the company, because it is imdiepé of the size and resources available to lHotle $ormats thathave a

point of convergence in need to establish strasegie

Thus, to identify the key factors that are assedatith the implementation of various strategiesh®y chains of
convenience. This allows SMEs involved in the maikeretail trade deal, to adopt strategic plandatte the current

problems of the growing trend towards consumersdnsumption in the modern format.
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CONTEXTUAL FRAMEWORK

» History and Overview of the Company

The objective of FEMSA's is to improve beer salesough outlets owned by the Company and to obtain
information about consumer preferences. This waatwitentive the entry to the retail industry, giyirise to FEMSA
Trade in 1978, when the first two OXXO stores wepened. This strategy was successful in recensyaad since 2010
this chain acted as the main channel of the compseiling about 16% of all beer produced in 2010 40% of total sales
in its convenience stores. It has also been arctefée distribution channel for carbonated beverafgjemother major

business units of the company.

The main strategy of OXXO retail chain is constametkpanding as it has developed a complex systemamate
potential new stores, the mixture of suitable pmtsluand the most convenient format. This system booes
demographics, data from nearby shops and consuroBlep to improve performance of its store by statlowing it to
open 1,040, 1,120 and 1,132 new units in the y2@i®2, 2013 and 2014 respectively. This strategiudes opening
conveniences stores in non-traditional places saaglshopping malls and airports, where they now Hagh traffic.
OXXO stores currently operates 12,853, out of wHi2tB12 are located throughout the country anch4dalombia, with

a particularly strong presence in Northern Mexiffering about 2,744 products in 31 major categories

e Business Strategy

FEMSA's business strategy is to use its tradeipagit the market for small format stores to growfjtably and
efficiently. As the market leader, it has a deepwdedge of their markets and considerable expegiém¢he operation of
a chain of stores with a national presence alloviirtg continue capitalizing on the market knowledg has acquired
through its existing stores. This has allowed id&velop its own business model with the advantagdentify optimal

store locations.

Market segmentation is an important strategic tlbdws the firm to improve the operating efficienaf each
location and the overall profitability of the chain addition to making substantial investmentsTirio improve its ability
to capture customer information and improve itsralleoperating performance through the integratidrsuch systems
within a network that enables communication acrites company. As a strategy for revenue managenpeatuct

categorization was implemented so that informatias more efficient.

The success of OXXO'’s promotional strategies caattréuted to its ability to work together witts isuppliers
that has allowed it to developcapability to exewgtidifferentiated promotions, mixed and aimed ataating new
customer segments. Additionally, it has also dgwedbthe capability to offer more services to itsstomers, such as
payment services and other basic transactionsddiitian to the strategy of strategic location odres where from a
thorough study of convenience turns to credit gtexs that enable it to fund its initial inventori@s promoting rapid
growth.

The scale of operationsofthe retail chainis a cditipe advantagethat allowsrealizing strategic aatieswith
suppliersasone of thegoals is thatconsumersfind twhhey want.This is toensurethatthe chainhas
16CEDISwhereprovidersarelimitedin resourcesto ithiste itsproducts throughthis chain.Since the niedtegyis
theconstantexpansion,much of investmentof FEMSAd® tchaingoes tothe construction and openingofnew

stores.During2014, it opened 1,132new stores. Tieuat investedby the companyin 2014was5,191 mittior, which
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wentto the addition ofnew stores,warehouses andovementsto leased properties.

L4000 Crecimiento Total 12853

11721
L2000 555, 10601
10000 737 5426 |
2000 5553 9374
6000 aagg 4141 B8 T
4000 | {45 1762 2216 9% —”
maaanniil !

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

M Tiendas COXZ0

Figure 2: Total Growth by Opening Stores
Source:Compiled Fromdatafemsa2014annual Report

As part of OXXO’s management strategies that cbuate to its competitive advantage is investmenstaff
training in order to promote loyalty, customer segvand maintain a low staff turnover. Thus,its ratien strategy for
approximately 59% of the stores is operated bypeddent managers responsible for all aspects obpleation of the
stores. The managers are commission agents andoaremployees of the company. Each store managgreisegal
employer of staff thereof; which in turn enablestioymaintain full control of operations and maintaut of the franchise
scheme. The great expansion of chain stores isdalsoto it being only 11.2% of owners of businessnpses. The

strategy of establishing long term leases withdtpiarties gives it the opportunity to create fldasthe start of operations

of each point.
e Competition

The retail market is highly competitive in the fatof convenience stores. The OXXO’s chain facespetition
from small format stores like 7-Eleven, Super Ex8aper City, Circle-K, as well as numerous otleait chains around
Mexico, other regional stores as well as traditioftmmat stores (Miscellaneous). This competitientiherefore for
consumers and new locations for stores as welbathé managers to operate them. The average smés about 104
square meters, according to all accompanying strestand the number of units inside the markey;, paeticipate by 77%

in the market share of the trade sector in retaivenience stores nationwide.

Cirealo K-
Extra Mamha
32 1%

7-Eleven
237

Figure 3: Market Share of the Convenience Store

Sourderepared by Euromonitor International Data
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e Vertical Integration

This retail chain also operates following vertizakbgration strategies because it has a wide rahgevate label
products which is growing both in size and in saléss in turn also has allowed it take conveniestoees to displace and
move to other brands available on shelf spacecanmgpete on price, giving them the opportunity tieofower prices than

the competition. They are Andatti, Bitz, Chevere] Blarqués, Azalea, Nutradog, among others.
» Diversification Strategies
e Entry on Drug Market

Following a growth strategy maximizing the oppoitunthe company entered the market of pharmadaies i
Mexico since 2013. This was through acquisitiopbérmacy YZA operating 330 stores at the date qbiadion. Later
this transaction provided the opportunity to acgWtodern Pharmacy (FarmaciasModernas). In 201gréeal to acquire
100% Pharmacy pharmakon (FarmaciasFarmacon), vigtiights the capacity and ability of these shtipgenture into

different markets.

» Entry into the Sector Quick Service Restaurants oFast Food

Within the guidelines of its growth strategy opens:ew route expansion within the quick serviceaasint

sector. Through the acquisition of 80% of Dofia Th&an leader in the industry in the Northeast count
* Entry on Gas Sector

OXXO enter this sector since 1995 working througheaments with third parties that have franchigd3EMEX
created the brand OXXO Gas. Given the chance thetges in the Energy Reform in Mexico, it openswhag for free
foray into the sector so within the next expangitans include the acquisition of other stations.€bmetent of this section

has as a source of information the 2014 Annual Rep@ilable on its website FEMSA (2014).
THEORETICAL FRAMEWORK

» Theory of Resources and Capabilities

The company is a collection of productive resoungkgsical, human and intangible, where the growtlthe
company is defined by how are managed the samed®snl1959). The overall purpose of the comparty isombine
equity of own resources with other resources aequabroad so that generate profits. However, utiderapproach, the
company growth is limited by the capacity of mamagat, market uncertainty and risk. A company iscessful to the
extent that its combined resources will allow itgenerate income and be able to respond to mahkeiges (Wernerfelt,
1984). An advantage of resource management istlileatompany has an infinite number of combinatitheg can be

developed to specialize or diversify.

In the search for diversification coupled with thealry of the companies they pursue perfectiontlugir
organizational capacities generating continued grasf their companies. These capabilities incluae gkills of middle
and upper management, the lower management andorcek(Chandler, 1990). A company with a competitadvantage
that achieves superior results to that of their petitors’ positions, it is credited with the praiea of a number of scarce
resources that makes it impossible for competitiignitate or substitute, which expresses the appdy cost of having

them.
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These necessary resources to implement a strateghe purchased at the market factors (Barney,)1986s
market has an imperfect competition, since compam@n only get a yield above normal only if it hawgerior
information, luck or both. An acquisition stratelggsed on resources according to Salter and Weir{tOBD) can focus

on getting more of these resources that alreadwphdiget those that combine effectively with ieably.

This relationship product-resource opens the poiggibf considering the different ways in whichetltompany
can develop a growth strategy. However, until nbe theory considers only the resources that oeccapijunction with
products and how to exploit this condition to gewera competitive advantage. More recent reseaasshfdtused on
developing a theory of resources and capabilitidsch proposes that the success of the organizagidrased on the
income generated by especially valuable resourteserthese capabilities result in the ability & tompany to integrate
and build new combinations of resources that résulinovative competitive advantages that enaldefirm to adapt the

changing environment.
» Agency Theory

This approach is part of noting that all individu@lve definite preferences about risk, i.e.thezdteose who are
lovers or adverse to situations with high uncettaiAgency theory is a condition for cooperationviEen owner-agent to
achieve a common purpose. The problem arises whvaereagent diverge in their interests and haveethfit attitudes
towards risk which hampers the condition thus ngishgency costs. Therefore as this is the one angehto solve the
problems that may occur in the relationship betwagner-agent attempts to describe this relationsb@the contract as a

means of solution and cost reduction (Jensen arakliig, 1976) determining who is more efficient.

One of the tasks of the agency theory is to craagstem of incentives to mitigate the opportunigrthe agents
so that personal interests are aligned with ther@sts of the principal and the conflict is minoriis turn agency costs are
smaller too. Although the Director is of the kirtat cares about being efficient and low opportunigsists certain
conditions, it cannot expected to always he isngciin good faith. He somehow expects his rewargeeitecognition or

money.

Agency theory has been developed along two linesitigist and principal-agent (Jensen, 1983). Bsithre as
unit of analysis the contract between director gnidcipal given certain assumptions about peoptgamizations and
information. On this basis there are differentaiions to be assessed to determine what type d@fambns the optimum
between principal-agent according to the propasstiof Eisenhardt (1989):The performance contracipismal when
there is a low risk aversion of the principal, d@does not be afraid to delegate risky tasksdatministrator and he is
limited to get results, or when there is a confilitinterest as the two converge in oneself or wienexpected results are
easy to measure. In such cases for the ownerter tetdefine what is the incentive on the resegected for the agent to

align his behavior to achieve the results and theeehe can receive his benefits.

On the other hand, the contract behavior is mdsc#fe when the outcome depends on the developwfent
certain behaviors for which the owner developsrimi@tion systems directing to whatmust do exactéydgent and will
ensure what he is waiting, or when he works in mment of high uncertainty where it is difficultirfthe owner to
delegate situations of high risk. Therefore, thiagypal opts for monitoring the behavior of the ag® ensure that his

goal is achieved.

Also the owner considers the fact that the admist tasks are not something programmable whislays will
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generate the same result by implying decisions thast be monitored to avoid opportunism. Therefoshould be
monitored his behavior. And finally, when the redaship is expected to be long term it is prefezatd have such
contracts because they allow the owner to leamm fiftve agent and generate a view that allows mojectizely evaluate

his behavior.

An analyst should also take into account that, eviile agency theory studies the relationship betvexeners
and agents, this theory should not be seen astdgolasue that has similarities with other curresftorganizational
knowledge to help us understand human behaviori@n@npact on the business performance. Well avwheg the
incentives are the best way to achieve cooperdt@lgavior and opportunism will always be presenegithe limited
rationality of people. Moreover, it can be saidtttiee contributions of agency theory are informatprocessing, which
has a cost, and can be purchased, and the impficttat companies can invest in information systevitls the end to

control the agent opportunism.

Agency theory takes as its starting point the aisseof Peng (2010) on the firm requires governawbéch is
possible through the corporate governance tripaiiting to it as a possible tool of competitive adiage for the
company. It is making it the agency theory in clkadj studying the corporate governance in the mamagt of the
company, arising from the need from the owner teghte on an agent power and management functanstrategic
decision making. This it is not easy because aseBard Means (1932) point to the separation of egimip and control

creates a conflict of divergent interests betwegners and managers.

e Industry Based Approach

The traditional paradigm of industrial organizatierio provide a model for the formulation of ségy. And from
this, it is defined the strategy by how a compaiestto compete with its environment by choosing geals (Andrews,
1971). A formulation of effective strategy accowglito the model involves the relationship of foukthy elements:
company, industry, implementations of key valuetf@ company and the expectations of society. Ehadhe success of
the company depends on the right combination @frivatl skills and values of its external environmdtself implies that
the performance of the company's market dependslynan the characteristics of the industry envireminwhere
competes withwthat determines the behavior of tbmpany, whose behavior then determine the collectharket
performance (Bain, 1968: Mason, 1953).

The industrial organization model proposes thatgédormance of the company measured on profitgalnd
cost minimization depends on the decision of tlividual firm of where to orient objectives and $bkdan turn are defined
by the structure of the industry to which it belergpnsidering to the context in which competitisrgenerated. So, this

will allowpredicting performance under these cir@iamces that can be expected in the market.

This explains the importance indicated by Port&8() to generate a perspective of industrial ozgiun that
provides a methodology for formulating strategyused on measuring the performance of the companyciwmpetitive
environment. The firm takes the necessary decidimmiss behavior oriented to properly allocateri#sources and develop

a competitive advantage allowing facilitating iteraction in the market.

Corporate strategies are formulated by the higlee®l of the organizational structure and the actitan of a
diversified firm reaches its full multi-business deb (Luna, 2010). Companies engaged in varioussiniais are created

when a company in one country detects industry exphnsion opportunities in other industries andntdes. As Peng
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(2012) points out,to increase a company's busiopsgations with other different to the current qrfasing the decision

of how to do it if through vertical integration pyining with other companies or diversifying thpimoducts.

To implement its strategies, a firm should adaptutidivisional structure, design an effective aohsystem in
all industries and create corporate culture. Thisriportant to ensure that the company make progerof its resources

and capabilities, control costs and achieve itsvgrdgarget.
»  Strategic Alliances

Strategic alliances are voluntary agreements toeslexchange and develop knowledge and informatigather
so that businesses can obtain resources and atipalithat they are scarce and they cannot acauirtheir own. This
gives them the opportunity to gain mutual bendfitst allow them to sustain their competitive adaeget Generally the
strategic alliances generated between companiesnpete together and reduce costs, risks and amugrtAn important
feature is that in the authentic alliance the camgm involved in it keep its structure of indepemdgovernment and
autonomous capacity of government decisions bgtdhtonomy is limited by its commitments to théaalte partners.
Usually partnerships are possible through contrants agreements where control and autonomy aréetinainly (Sainz,
2014).

An alliance within the considerations based onitttkustry approach through the five forces modePofter
(1981), which include among them as relevant topdugnership strategy or strategic alliance hedpsiitigate the effects
of the barriers to entry to new markets and politsilaf vertical alliances bottom-up and top-dovismr example, alliances
with suppliers to ensure quality or other compainethe same market and compete with heterogenemakicts together

generating products through a combination of teldgies.

The focus of resources and capabilities that ind&cahe formation of a partnership or alliance imitthe
framework VRIO, because as mentioned before, on¢hefobjectives of the companies is the complemigntaf
resources, so it should look for the creation ddlug allowing to be obtained at lower costs. Raistyelated to the
characteristics of the partner with the attributsguired to establish a transfer of informationtlomse capabilities that can
also be imitated by the partner company. Thusaiit €stablish a form of organization that the réshe competition not

may have, allowing partner companies to positioth&@icompetitive advantage (Peng, 2010).

As can be seen up to now, strategic alliances carate on teamwork so as the same with peopleglextsthe
partnerindicated requires some degree of affirotyaf partnership to work; it also requires a cartigree of confidence.
Finally, partnerships and alliances are efficiantthe extent to which produce mutual benefits sashaccess to new
markets, diversification of product lines that d¢ec@alue to the company and contribute to its cditipe advantage

through this as internal and external a procegsagds, Guerras, 2002).
e Acquisitions

An acquisition is the transfer of control of theeogtions and management of a company to anothtérasdhe
latter becomes part of the first. That is, the pase is made by one company over another, withgutatter losing its
characteristics but in which their owners no longave full control of it (Pérez, 2013). A commoratigre is that the
bidding company is larger than the target compamy @ven getting to pay a higher value than the etavklue of its

shares.
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The effect caused by the non-existence of profitaikyng control of a company through corporate @&itions, is
explained by the hypothesis of arrogance that ptedin increase in the market value of the taigetWhich exceeds the
average decline in the value of the bidding comp#&uofl, 1986).

Although the situation described in the precediagagraph may occur, this is not exactly the wayattguisitions
operates, which shows that the market is actindfionently occasionally because of the irrationaitians of some
economic agents. On the other hand, the actualvatmn for the company to make an acquisition isenelated to
corporate control structure between the compamesived (Vasco, Cortés, Gaitan& Duran, 2014), asaf@orporate is
easier to integrate the company in structure tokvasr a scheme of merger or alliance that may irv@vnumber of
unnecessary transaction costs.

e Vertical Integration

Vertical integration strategies are those courgesction that allow the company to make decisiolbbgua their
value chain, focusing especially on the importathed plays its suppliers in its ultimate purpose, the measures that can
be considered by the company are focused on thghildy of acquiring suppliers or distributors, anprove buyer-

supplier relationship to exert a degree of bargaimower.

Vertical integration is the acquisition by the camnyg of suppliers or distributors. So the company aequire a
manufacturer supplying a wide range of products key product allowing ot to develop its own bramdducts which in
turn gives new options of products and cost sav{ggsan, 1994). This is a very common practiceoimganies with a
strategy of expansion and constant growth. Anotisey that can arise is through the centralized maysilistribution
centers serving largely to strengthen the negotigiosition of the company with suppliers, impragerating efficiency

and supply to the end of the chain that resuliiprovement customer service (Fernie, and McKindi88,1).

A change in buyer-supplier relationship is alsoiable strategy of vertical integrationwhen the camypin his
role as purchaser has the capability to exerciseepaver the provider controlling prices, produatsl even about the
innovations of products that his provides you. Baegaining power of the company is determined §iite, so if this is
big enough and the supplier is vulnerable to thmpany, it is possible that this change of relatigmsan be generated
(Grant, 1987).

METHODS

For the preparation of this research, it was agpdie exploratory qualitative analysis approach. fdsearch was
turned to review literature sources, in additiorfdondations and public information statistics frammual reports issued
by the organization. This wascollected and onlyenmeonsidered those that will bring and allow to makferences to
answer research questions were considered. Thimighra descriptive study, that is, analyzing howsitand the
phenomenon observed in the study (Hernandez-Samp821) manifests. They are considered as dep¢ndeiable of

convenience stores in the retail market and cotp@taategies as independent variables (Vargasaddez, et. 2014).
CONCLUSIONS

Regarding the research assumption on the impleti@miaf a strategic framework is what determinesghccess
of modern format stores in the market for retdilcén be inferred that there is evidence of wefipebecause the

achievementsof convenience stores after a revietheohumber of strategies that the company sulojettie case study
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implemented.The OXXO-FEMSA finds its livelihood it the framework of some of the different scidgatdpproaches
available to explain its competitive performancetioé organization and that is one of the purpodeth® strategic

managementtheories.

The focus of resources and capabilities can exglame of the behaviors of the conveniences stoeesrénted
toward a vision of alert to changes in the envirentrto adapt the internal processes and respaihe ibest way available.
In addition to much of their competitive advantadat is determined by making optimal use of theisources and
capabilities acquired throughout their history thlbwstaking every opportunity to reach the markan the other hand,
the main strategy of OXXO-FEMSA has to be distispead from the rest through the implementation cHtegies that
seek to optimize its most valuable resources béigg reputation of its brands and the knowledge eghithrough
experience. Within the framework of theories alseythave shown how the convenience stores have/alg@ne to the

complementarity of resources.

Agency theory can explain how the company stratdlyionanages this problem of asymmetric information
between owner-agent through independent agentsivgpda commission contract where disclaims withoaing control
over this responsibility. This reduces the chammfegpportunism and ensures their commitment toinistg the results
expected by the company. This allows it to operatder a degree of certainty and better control ekeroperations,

resulting in the possibility of opening its 100thaal point sales that has been set as a goal.

Finally,industry-basedapproachexplains howin figiiin maintainitscompetitive advantage andmarket
positiontobe detected inthisnewopportunitythe comyfecuses itseffortstoseize, through variousstiatsgich asvertical
integration.Even,it was that gaverise to thischaif storeswhose initial objectivewas to providethenerof
aneffectivedistributionchannel.Now, itmakespossitiiehaveits own brands, Strategic alliances lamygyessedwith its
supplierstobethisoneimportantstrategy toprovideifogid itsinitial inventoriesper store. Also,to palkeof itskeypromotion

strategiesandacquisitionsthroughnewbusiness fohara¢sallowedit to expandand compete inniche markets
REFERENCES
1. Accenture, GS1 México y Storecheck (2012) Hacialiel DesempeficRulso Estratégicp32.
2. Andrews, K.R (1971)Concept of corporate strategy~P New York: Dow Jones-Irwin.
3. ANTAD (2015). Estudios Econdmicos marzo 2015. Recado de http:www.antad.net , 01 de mayo de 2015.
4. Bain, J.S (1968)ndustrial organizatior2nd ed. New York: Wiley.

5. Barney, J.(1986), Strategic Factor Markets: Exginta, Luck, and Business Stratdggnagement Scil231-
1241.

6. Berle,A.A. and Means, G.C. (1932)he Modern Corporation and private PropeNgw York: Hatcourt, Brace
&World.

7. Curran, J., & Blackburn, R. (200Researching the Small Entreprid¢nited Kingdom: Sage.
8. Chandler, A. (1990). Scale and Scope: The dynaafi@apitalism. Cambridge, MA: Harvard UniversityBse

9. DENUE (2015). Analisis de la demografia de los establecimientBecuperado de http:www.inegi.org.mx, 14
de Abril de 2015

editor.bestjournals@gmail.com www.bestjournailis



Strategic Analysis: Success of Convenience StorgdWexican Economic and Trade Promotion 43

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

Eisenhardt, K. (1989). Agency theory: An assessrandtreviewAcademy of Management Revidw; 57-74.

Euromonitor International (2014). Cadena Comer€aixo S.A. de C.V. InRetailingMexictarch 2014.

Recuperado el 13 de abril de 2015 de http: wwwermonitor.com
FEMSA (2014) Informe Anual 2014: Informacion publiBMV. Recuperado de http: www.femsa.com

Fernie, J. and McKinnon, A. (1991).The Impact ofa@fes in Retail Distribution on a Peripheral Regi§éhe
Case of Scotlandnternational Journal of Retail & Distribution MamggmentVol. 19 No. 7, pp. 25-32.

Grant, R. (1987).Manufacturer-Retailer Relationg he Shifting Balance of Power, in Johnson, G, Baisiness
Strategy and Retailing, John Wiley & Sons, Chickest

Hernandez Sampieri, R. (1990 etodologia de la investigaciéiMéxico: McGraw Hill.
Jensen, M. (1983) Organization theory and methagoie- counting Revieyb6, 319-338.

Jensen, M., &Meckling, W. (1976). Theory of thenfir Man- agerial behavior, agency costs, and owigrsh

structure Journal of Financial Economi¢$, 305-360.
Leibenstein, H. (1968). Entrepreneurship and DeateentAmerican EconomicRevie®3, Nueva York, 67-86.
Luna Gonzélez, A.C. (201@dministracion estratégicaGrupo Editorial Patria, 1era Edicion. Pp.163-164.

Navas, J.E., Guerras, L.A. (20025 Direccion Estratégica de la Empresa, Teoria yidgeiones ed. Civitas, 32
edicién, Madrid.

Mason, E.S (1939). Price and production policiekfe-scale enter- prisedmerican Economic RevieMarch,
29, 61-74.

Monex (2014)Cobertura FEMSAUribe BoyzoVeronica. Recuperado de http:www.moo@x 15 de Abril de
2015.

Osterwalder, A. &Pigneur, Y. (201@usiness Model Generation: A Handbook for VisioesriGame Changers,

and ChallengersNew Jersey: Wiley Publishers.

Peng M. (2010) Estrategia Global Chapter 11:Governing the corporation around therldvo2nd
Edition.CENGAGE Learning pp.210-245.

Peng, M.W. (2012Estrategia GlobalEditorial Cengage Learning, 2da Edicion. pp.258-2
Penrose,E.T. (1959The Theory of growth of the firlilew York: John Wiley & Sons.

Pérez Ramirez, R. (2013). Privatizaciones, fusiongs adquisiciones: las grandes empresas en
México. EspaciosPublicosl6(37) 113-140.

Porter, M. (1981).The contributions of industriayjanization to strategic manageméweademy of Management
Review 6: 609-620.

Sainz de Vicufia Ancin, J.M. (201AJianzas estratégicas en la practiddrimeraEdicion. ed. ESIC.

editor.bestjournals@gmail.com www.bestjournailis



44 José G. Vargas-Hernandez

30. Susan McDowell Mudambi, (1994),A Topology of StiateChoice in Retailing, Internationdburnal of Retall
& Distribution Managementvol. 22 Iss 4 pp. 32 — 40

31. Vasco, M., Cortés, L. M., Gaitan, S. & Durdn, |.(8014). Fusiones y adquisiciones en Latinoamégoajerno

corporativo y modelo gravitacionalournal of Economics, Finance and AdministrativeSce,19(37) 108-117.

32. Vargas-Hernandez, J.G., Guerra-Garcia, E., Bojarqugtiérrez A., Bojorquez-Gutiérrez F., (20149estion

Estratégica de las Organizacioné3iudad Autbnoma de Buenos Aires: Elaleph.com

editor.bestjournals@gmail.com www.bestjournailis



