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A Case Study of Shinsegae E-mart:
How E-mart Became the Number One Distribution Company
even against Economic Crisis and the Entry of Walmart?*
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The success story of E-mart fascinated many academics and practitioners alike. Though E-mart
began as a nameless discount store in Chang-dong, Seoul in 1993, it has transformed itself into a leading
distribution company and one of the most powerful brands in Korea. Surprisingly, it achieved the great
success against the two crises it met: the national economic crisis and the invasion of the global
giant Walmart,

The main objective of this case study is to formally examine how E-mart overcame the two crises.
More specifically, this case study highlights the ways with which E-mart turned those difficulties into
opportunities for growth,

In our examination of the E-mart case, we could clearly see E-mart's competence and spirit that
allowed it to turn crises into advantageous opportunities, E-mart attracted the customers who wanted
value-oriented consumption by its positioning as the “Lowest price discount store”, when consumer
sentiment was frozen under the economic crisis, Furthermore, when a large-scale foreign discount
store like Walmart entered the Korea market, E-mart built its core competencies as the “Korean style
discount store’. These ingenious positioning and efforts resulted in E-mart taking over their archrival,
Walmart, and forced the global Goliath to exit the Korean market.

We would like to thank anonymous people of Shinsegae for their comments,
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The case of E-mart’s effective crisis management teaches many important lessons and a few core
lessons that apply to many companies. One such lesson is the importance of positioning which enabled
E-mart to turn crises into opportunities. Granted, the strategy of positioning as the "Korean style discount
store’. or "Lowest price discount store’ was possible due to overall support with cost reduction, development
and management of their own system, an apprentice educate system, efc. based on an excellent selection
of location of the store and efficient distribution systems, Still, the positioning strategy of E-mart was
truly ground breaking in distancing itself from its competitors. The lessons from E-mart will help those
companies currently in a stagnant situation or a crisis to turn their obstacles into great success.

Key words: Emart, Walmart, Crisis Management, Foresight Competition, Paradigm Shift

I. Introduction to the Case

E-mart, once a nameless brand, made a big
mark as the “number one brand of large discount
store in Korea." Recently, E-mart opened 135
stores and its sales reached 14 trillion and 400
billion won, After its declaration of separation
and independence from Samsung Group in
1991, Shinsagae, the parent company of E-mart,
started this leading distribution company by
launching the first Korean discount store ever,
E-mart, in Chang-dong, Seoul.

Contrary to popular belief, E-mart did not
always sail smoothly in becoming the best dis-
count store in Korea. The national economic
crisis struck only a few vears after E-mart had
launched its first store. Thus, many people suf-
fered from the economic crisis, and the overall
consumer desire to purchase accordingly froze,
proving it to be a difficult situation for E-mart.
In addition, as the domestic distribution market
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completely opened to anyone in the world, the
world’s biggest discount store Walmart made
its entrance into the Korean market in 1998.
Many experts expected E-mart, which had star-
ted its discount store business just a few years
ago, would be badly beat in competition against
Walmart, which had a globally-proven, well-
developed distribution system and enormous
financial power, It was apparent that E-mart was
embarking upon an uphill battle.

During these hard times, however, E-mart
became incredibly successful, transcending public
expectations, E-mart ushered in a new period
of domestic discount stores, with its great number
of stores and volume of sales during the national
economic crisis. Furthermore, it waged a hard
competition against Walmart and finally beat
Walmart Korea in 2006. Since the success during
these critical times. E-mart gained the momentum
to not only dominate domestically but also to
expand globally to growing Asian markets such
as the Chinese market. Out of amazement and



surprise, many people wondered how E-mart
overcame such crises.

The main objective of this case study is to
formally examine how E-mart overcame the two
crises and achieve great success. Therefore, this
case study focuses on the crises E-mart ex-
perienced and the strategy used to overcome
such adversities. More specifically, this case study
reviews E-mart’s situation during the national
economic crisis and Walmart's entrance into

Korean market, and highlights the ways with
which E-mart turned those difficulties into op-
portunities for growth.

To make our analysis more objective and re-
latable to others, we analyzed the growth of E-
mart with the traditional model of sales growth
(see Figure 1). To focus on how a small brand
became great, we borrowed the concepts of
competitive stages a company undergoes to be
become successful. Specifically, Kim (2005, 2011)

(Figure 1> Milestones, Crises, and Positioning Strategies of E-mart through Major Stages of Competition
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showed that, to reach to the top, a company
must prevail in multiple stages of competition:
foresight competition, new power preparation com-
petition, early market competition, and mains-
tream market competition, respectively. This case
study focuses on how E-mart triumphed in these
competition stages and how E-mart overcame
the two crises and became the best discount

store in Korea,

[I. The Beginning of E-mart

Before the first E-mart launched in Chang-
dong, Seoul in 1993, the Korean domestic dis-
tribution industry consisted of traditional mar-
ketplaces, small scale supermarkets, and de-
partment stores resembling large shopping malls.
The size of the Korean distribution industry
was puny, but more than that, the industry in
general severely lacked developed knowledge and
know-how on distribution, management system,
human resource, etc. Despite such poor conditions,
the Korean government preannounced the full
opening of the Korean domestic distribution
market to foreign companies starfing in 1996,
On the domestic side, experts claimed that Korean
distribution companies should prepare well before
foreign companies dominate with huge financial
resources and well-developed systems, In this
threatening environment, Shinsaegae seized the

opportunity to aggressively gain market dominance
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and launched E-mart, the first discount store

in Korea,

2.1 Foresight and New Power
Preparation of Shinsegae

In the early 1990s, the domestic department
industry was facing a recession after the end
of the expanding period fueled by the expansion
of major companies and new town development.
Thus, Shinsegae, the mother conglomerate of
E-mart which had already felt pressure from
its fierce competition with Lotte, was desperate
for a distribution business that could substitute
its plummeting department store business. The
management began seriously considering the
prospect of starting a discount store business.
However, while discount stores such as Walmart
and K-mart from the US and Carrefour from
Europe did well in the Korean market, such
discount stores did not strike any particular suc-
cess in Japan. Thus, Shinsegae held a cynical
view about launching a discount store business.

As the new business development team of
Shinsegae visited Japan to gain fresh insights
for a new business idea, Shinsegae saw hope in
a successful discount store business, Three team
members who toured Kou's Club in Kobe were
shocked when they saw products everywhere
stacked high like storage and customers who
were selecting among those products. The new
business development feam members worried
whether these kinds of businesses would work



in Korea, but nevertheless they made a 10-month
plan to prepare the launch of E-Mart and got
to work. Firstly. upon considering the discount
store form of Walmart and the hypermarket form
of Carrefour, they decided to employ a discount
store concept but with a food(supermarket).
general merchandise(discount store), and clothing
(outlet) structure together. The name, 'E-mart’
was given, with the initial ‘E’" representing
‘economic, everyday low price, easy shopping
& count’. E-mart decided not to use Shinsegae’s
name because Shinsegae was concerned that
E-mart’s low-priced sales might damage the
prestigious and luxurious image of Shinsegae.

2.2 The Birth of E-mart

After a complicated course of events, the
first E-mart opened in November 12", 1994,
Chang-dong, Dobong-gu, Seoul, and it was a
two-story building with 4953.7nf scale (see Figure
2). In the first day. 26.800 people visited and
total sales for the day was 10 hillion eight

hundred thousand won. The goods consisted of
20,000 daily necessities with the lowest prices.
Despite the concerns. the responses of customers
for the new business were certainly not negative.
Particularly, young people and those with foreign
experience were receptive to the unique construction
of store and showed high satisfaction for the
low prices of goods,

However, some shortfalls due to operational
inexperience were soon discovered. Problems
such as lack of ability to receive alternative
methods of payment, complicated layout of the
store, and lack of signage were found. Also,
lack of overall human resources led to a weak
backup system, The product re-stocking system
was primitive as well. The system required the
manager responsible for restocking products to
search through the entire store and storage and
inform the quantity needed to the suppliers.

E-mart actively responded to solve these pro-
blems. E-mart slowly but surely improved by
providing comprehensive countermeasures. which

included costumer management, handling of

(Figure 2) 1st Store of E-mart in Chang-dong, Seoul
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opportunities and threats concealed in the
paradigm shift and prepares accordingly for the
future, it may have the opportunity to take
away the lead from E-mart. Therefore, E-mart
should continue focusing on the foresight com-
petition as it did before, as examined in this
case study. Continuing its model of success, we
strongly believe that E-mart will lead the dis-
tribution industry with their new and differen-
tiated positioning strategy.

This study contributes to the academic litera-
ture by analyzing the success of E-mart from
a unique perspective, Although the success story
of E-mart was documented in several papers
and case studies, this study focused on how E-
mart overcame the two critical crises, economic
crisis and the entry of the giant global com-
pany, Walmart. Given the global economic
downfall and the growing global competition,
the two crises could come any time to any com-
pany, regardless of their respective industry.
Lessons from our case study may help those
companies overcome obstacles, see opportunities
from threats, and successfully sail through the
coming turbulent waves,
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{Appendix) Changes in Number of Stores and Sales of E-mart

Year 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
Korea 1 2 4 6 9 13 19 27 50 41
Stores | China 0 0 0 0 1 1 1 1 1 1
Total 1 2 4 6 10 14 20 28 51 42
Revenue : .
(100 million won) 52 626 1,873 | 3,379 7,046 | 11,387 | 17.049 | 28,852 | 40,711 | 55,203
Year 2003 2004 2005 2006 2007 2008 2009 2010 2011
Korea 59 69 79 103 120 127 133 135
Stores | China 1 2 4 7 18 24 27 27
Total 60 71 83 110 138 151 160 162
Re e 63287 | 71706 | 81063 | 89796 | 103422 | 109,369 | 115000 | 126,000 | 144,000
(100 million won)
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