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INTRODUCTION 

Retailing has evolved over the decades to become a specialized business / economic activity. Main types of distribution and retailing organizations consist of traditional retail stores, chain stores, super markets / hypermarkets, discount houses and mail order houses. Retailing covers a very wide range of products, commodities and services with large companies offering upto 40,000-50,000 items at one store. Distribution and retailing of goods and commodities has assumed the stature of a major economic activity in developed countries with leading companies listed on the stock markets. An integral part of the supply chain, it ensures efficient distribution of goods to consumers keeping their requirements and convenience as the cornerstone of the distribution, retailing policy. 

MARKET / NEED ASSESSMENT
The Utility Stores Corporation (USC), a wholly owned venture of the Government of Pakistan, is the only organization which is running a chain of retail stores in Pakistan.  At it’s peak in the early nineties, it had 975 retail stores all over the country. However, financial losses compelled it to reduce the number to 363 stores in July 2005. USC’s total sale in 2004-2005 was Rs. 6 billion (from 363 outlets). These outlets are supervised by 15 regional/zonal offices which provide supplies from warehouses under its management. Recently, the government has decided to revitalize the USC and a number of steps are being taken to expand its operations including the franchising of new outlets.
Wholesale and retail trade is scattered all over the country and comprises mostly of small businesses and outlets. The National Income Accounts estimates value added from this sector, but combines both activities together under one heading. Wholesale and retail business together ranks as one of the largest contributor to the country’s GDP with shares of 18.5 % in 2003-2004 and 19.1% in 2004-2005. Second largest contributor is large scale manufacturing which had shares of 11.9 % and 12.7 % in the same period. 

The total value of wholesale and retail business was Rs. 856,531 million (constant factor cost) in 2004-2005 (share of retail sector estimated at Rs. 556,745 million). With USC achieving sales of Rs. 6 billion and other retailers (conducting retail business in a relatively modern manner) achieving combined sales of about Rs. 100,000 million, a very large deficit (about Rs. 450,745 million) of retailing activity still remains, which needs upgrading and qualitative improvement.
Two new ventures have been announced recently (July-August 2005) which plan to set up chain stores in Pakistan. One is Makro-Habib Limited which intends to set up 30 high volume outlets (each having 100,000 square feet of area, 200 employees and parking for 300 cars/vehicles). Makro Asia is wholly owned by SHV Holdings of Netherlands. The first Makro-Habib store has been inaugurated in Karachi on 22nd November. 
The second is Metro Group of Germany (the world’s fifth largest retailer). This Group is planning to establish 30 department  stores  in  Pakistan at a total investment of US $ 400 million. It operates more than 2,300 retail stores in 28 countries such as supermarkets, hypermarkets, departmental stores, home improvement stores and consumer electronic stores. 

PROPOSED PROJECT
The proposed project suggests to set up three categories of retail outlets: 9 large, 25 medium and 36 small i.e. a total of 70 stores in 20 cities/towns of the country in the first phase. This number may be doubled or even increased three or four times with experience. These will be supervised by five regional offices with warehouses supplying needed goods to the outlets in its area. 
TECHNICAL EVALUATION
This project is different from conventional manufacturing and processing industries since it is a service business and its retail stores will be located at considerable distance from one another. Furthermore there is no need for machinery and equipment which forms the bulk of investment in manufacturing industries. Facilities and utilities needed for retail outlets, regional offices, warehouses and head office are briefly described below: 

The project will acquire commercial space for its retail outlets, regional offices, warehouses and the head office on rent, hence there is no need to purchase land. 

The project will operate three categories of stores in 20 cities/towns (70 outlets in the initial phase). Additional stores may be set up as dictated by market demand. The covered area for each type of store is estimated as follows:-

Category A:
6,000 sq. ft.

Category B:
4,000 sq. ft.

Category C:
2,000 sq. ft.

Commercial power connection from the electricity distribution company in each city/town is proposed to be obtained (220 volts, 3 phase). Water is needed for human consumption and cleaning purposes only. 

GOVERNANCE AND MANAGEMENT STRUCTURE

The Project will be managed by a Board of Directors to be headed by the Chairman and five Directors including Managing Director. The chain of Supermarkets will employ persons having professional experience in the management of large retailing operations. The manpower strength, initially, will be 1270 personal.
Important aspects in retailing business consist of merchandizing, quality control, systems, brand management and operations. These need to be addressed suitably in order to operate the business efficiently and profitably. Organizational policies concerning product reordering, store site selection, centralized warehousing, computerization, management of sales staff, customer handling and satisfaction are of crucial importance in managing the company successfully. 

FINANCIAL  EVALUATION
The total investment required is Rs. 381.255 million.  Major financial indicators are as under:
	(Rs. in 000)

	S. No.
	Items
	1-yr.
	2-yr.
	5-yr.

	1.
	Projected Revenue 
	1,112,500
	1,668,750
	2,225,000

	2.
	Operating Expenses
	32,950
	47,425
	67,100

	3.
	Net Profit 
	44,154
	149,407
	245,937

	4.
	R.o.E after tax%
	23.16
	78.39
	129.01


The project will pay back all its investment in 2.75 years.
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