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Introduction  
Grupo Éxito is by far the largest food retailer in Colombia, and its high market share carries 
deforestation-related risks through the commodity supply chains of palm oil, dairy, and 
particularly beef. Éxito is considered a leader in sustainability through its zero-deforestation palm 
oil commitment and its membership in the Tropical Forest Alliance (TFA) 2020 Colombia Alliance. 
Despite Exito’s progress on sustainability, the company has yet to develop a zero-deforestation 
commitment in the beef market, which lacks transparency and traceability in Colombia.  

This report analyzes Éxito’s current financial situation, its deforestation risk exposure, and its 
opportunities to remain a sustainability leader in its sector as the country’s beef market grows.  It 
also recommends that Exito develop a time-bound, commodity-specific zero-deforestation 
commitment that can send a strong signal to investors that the company is prepared to mitigate 
various ESG risks associated with the Colombian beef market. 

 

I. Grupo Éxito’s Position in Colombia’s Beef Market 
Grupo Éxito is Colombia’s largest food retailer, a subsidiary of France’s Groupe Casino with a 
presence also in Uruguay, Argentina, and Brazil. Éxito and its subsidiaries have more than 1,500 
stores in different formats: in Colombia through Almacenes Éxito, in Brazil through Grupo Pao 
de Açucar, in Uruguay through Disco and Devoto, and in Argentina through Libertad. Éxito’s 
strongest footprint lies in the Bogotá and Antioquia regions, the areas with the highest incomes 
in Colombia. Éxito’s growth strategy has centered on acquisitions, allowing it to consolidate 
market share.  

 

Exito’s New Ownership 
The company’s ownership recently changed hands, a deal that will be finalized the last week of 
November. Brazilian Grupo Pao de Açucar (GPA), also a subsidiary of Groupe Casino, now owns 
96.57 percent of Grupo Éxito’s shares as Casino has sought to reorganize its operations in Latin 
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America. This move gives GPA firm control over the company, which will likely have negative 
ramifications for deforestation risk and other ESG-related matters. GPA will be influential in 
constructing ESG policies and may not take urgent consideration to put the correct guardrails in 
place to curb deforestation risks. However, Groupe Casino may come under pressure in France 
to deal with deforestation-related risks of its Latin American subsidiaries. Since Groupe Casino 
acquired control of Éxito 20 years ago, corporate governance issues have eroded investors’ 
confidence in the company. For instance, Casino sold its Uruguayan operations to Éxito in 2011 
at a price above similar transactions in the region at the time. Then in 2015, after stating that the 
company had no interest in pursuing acquisitions in Brazil, Casino announced that it would buy 
part of the stake of GPA, paying what was considered a high premium. Éxito’s stock price 
dropped sharply and has not since recovered.  

 

Éxito’s Increased Competition 
Éxito has also seen the retail landscape in its markets radically change with the entrance of 
stores with heavy discounts and ones with new distribution platforms. These market challenges 
have eroded Éxito’s power with suppliers, brand loyalty with customers, and its overall market 
share—even though it is still high at around 70 percent. As the country transitions from a poor 
to a middle-income country, protein consumption has increased, putting pressure on the farming 
and cattle industry in Colombia to certify quality, sustainability, human rights, and environmental 
compliance. Given Éxito’s large presence in the Colombian market, it is vulnerable to reputational 
risks related to deforestation. This situation gives urgency to developing a zero-deforestation 
commitment to avoid financial risks that could stem from not fully mitigating reputational risks.   

 

II. Colombian Deforestation and Éxito’s Risks 
Deforestation in Colombia has soared in recent years, due to a combination of various factors. 
The peace agreement between the government and FARC rebels in 2016 opened up large 
swaths of land to development as guerillas demobilized and the government did not act quickly 
enough to preserve areas of the Amazon. Criminal groups, land speculators, and cattle ranchers 
all entered areas previously occupied by the FARC. At the same time, deforestation is also 
prevalent outside of areas that were under the FARC’s control, with cattle ranching as a driver 
of both legal and illegal land clearing. Coca production for the illegal global cocaine trade fuels 
a large portion of Colombia’s deforestation. 

In 2016-17, deforestation levels quadrupled in Colombia’s Amazon, rising above 200,000 
hectares, making 2017 the highest year on record. In 2018, deforestation rates fell back slightly 
but remained at approximately 200,000 hectares, based on data from the Monitoring of the 
Andean Amazon Project (MAAP). Currently, activity in Colombia makes it the “most concentrated 
deforestation hotspot” in the Western Amazon. There has been a surge in deforestation in four 
protected areas: Tinigua, Serrania de Chiribiquete, Sierra de la Macarena National Parks, and 
Nukak National Reserve. 

Outside of illegal drug cultivation and land speculation, the country’s beef industry is a key 
component in impacting deforestation levels. While traceability has been and continues to be 
difficult, the sourcing of beef will carry risks for companies along the supply chain, particularly 
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consumer-facing companies like Éxito, which, as noted above, is particularly vulnerable to 
reputational risks.  

 

Colombian Beef Market 
Colombia’s beef market is different than those in other Latin American countries. Unlike major 
beef exporters such as Brazil, Argentina, and Uruguay, Colombia is not yet a major player in the 
international market and does not have large meatpacking companies. Approximately 96 percent 
of beef produced in Colombia is consumed domestically. Large estate owners are key players 
and they are grouped around "Fedegan," a ranchers' association which consists of big cattle 
farms. Meanwhile, small ranchers typically perform the "dirty work" of opening new ranching 
areas in the rainforest. Slaughterhouses in small towns tend to be government-owned, but in 
major cities, they are owned by private companies. In Bogotá, for instance, the largest 
slaughterhouse is Frigorifico Guadalupe, but the company provides only slaughter services 
rather than owning meat. Even though these types of businesses have evolved into large brands, 
they do not own any land or cattle. Instead, they provide technical assistance to ranchers and 
guarantee that they will buy their meat to sell to consumers.  

As domestic consumption of beef is set to grow, cattle-driven deforestation risks may increase. 
At the same time, even though Colombia does not have a large presence in the international beef 
market, its exports are rising and the country is building infrastructure to handle more shipments 
to overseas customers.  It is too early to tell how higher export volumes will impact land use from 
beef production in Colombia. Logistically, it is difficult to export beef produced in the Amazon. 
Therefore, increasing exports may not result in higher rates of deforestation. On the other hand, 
increasing the overall supply of beef could lead to greater utilization in the Amazon for domestic 
consumption, while production in areas near the coast would feed the export market. That 
situation has played out in Brazil as the country’s export market has grown while 80 percent of 
beef produced is consumed domestically, pressuring land use in the Amazon. Together these 
factors set up the cattle sector to be a near-term area of focus and effort to end deforestation in 
Colombia. 

 

III. Éxito’s Actions to Curb Deforestation  
Éxito has adopted several sustainability initiatives over the past decade, as it has become 
increasingly aware of the environmental footprint of its supply chain. Éxito joined the TFA 2020 
Colombia Alliance, a coalition of NGOs, businesses, financial institutions, and governments that 
have committed to action to eliminate deforestation from soft commodities. The company is 
currently the only Latin American retailer included in the Dow Jones Sustainability Index of 
Emerging Markets. Its meat is produced under the Rainforest Alliance Sustainable Standard.  

However, the company’s success in eliminating deforestation-linked products in its supply 
chains is difficult to assess given the limited amount of data and traceability. With most of the 
focus surrounding deforestation in Colombia centered on the drug trade, the beef sector and 
companies such as Éxito have not been in the spotlight. Yet, the country’s cattle industry is 
struggling with adopting sustainability measures due to poor land-use governance, limited 
certification at the municipal or farm level, the lack of cooperatives that promote sustainable 
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operations, discrepancies in supply-chain transparency among regions, and sparse demand for 
sustainable products. Moreover, the enormous size of the beef industry, along with its 
expectations for growth, means these issues will remain problematic, putting companies like 
Éxito at risk. The cattle industry plays a major role in the country’s economy, contributing to 1.4 
percent of GDP and almost 22 percent of agricultural GDP. The number of cattle in Colombia is 
approximately 23 million. They are raised on 514,000 sites covering more than 34 million 
hectares of land, which accounts for 30 percent of the country’s continental area.    

 

Zero-Deforestation Target Needed for Beef 
While the company has increasingly demonstrated awareness of the need to support sustainable 
agriculture, it has yet to articulate a specific zero-deforestation policy for beef. Éxito has made 
more public comments and commitments on reducing deforestation than its peers, such as 
Jumbo, Olimpica, and La 14, but Éxito’s main gap is not having a time-bound, beef-specific 
zero-deforestation commitment. Recently, it signed a zero-deforestation commitment for palm 
oil, another sign that it is aware of growing concerns over deforestation in commodity supply 
chains and that it may adopt more robust policies for beef in the future. In its latest Sustainability 
Report, published in May 2019, the company said one of its main challenges is implementing a 
“sustainable livestock model.” To remain consistent with its values and other sustainability 
initiatives, Éxito should incorporate a zero-deforestation commitment for beef and work with 
industry leaders to improve transparency in order to avoid the risks that accompany 
unsustainable production. 

Its owner, Groupe Casino, has had mixed results in mitigating deforestation risks. Casino is a 
member of the Consumer Goods Forum, which in 2010 set a target of net-zero deforestation in 
major soft commodities by 2020. But the fact that it is one of the top retailers in Latin America 
means that it has high-risk exposure, particularly in Brazil, where Casino’s GPA, now the top 
investor in Éxito, has come under criticism for its ties to controversial meatpackers that have 
links to deforestation. In the Forest 500 rankings, which are based on the strength and scope of 
company commitments, Casino received a score of only two out of five, with reporting and 
implementation weighing down the assessment. Casino, however, will likely remain aware of 
risks to its public image as deforestation receives more attention in both France and Latin 
America. Casino’s bondholders and loan providers include HSBC, Santander, Deutsche Bank, 
UBS and BNP Paribas, which all have deforestation-related cattle policies. Documented cases 
of links to deforestation could lead to engagement from these financial institutions to encourage 
change in the Colombian beef sector.  

 

IV. Éxito’s Financial Profile 
As mentioned previously, Éxito’s stock price plunged in 2015 after the announcement of the 
acquisition of Grupo Pão de Açúcar. It has not yet fully recovered as investor confidence in 
management was undermined. Several institutional investors opposed the deal based on pricing 
and strategic rationale. Graphic 1 below shows the evolution of the stock price from 2013 to 
2015, which can be divided into two stages. First, from 2013 to April 2015, the 27 percent decline 
was mainly the result of the slowdown of the Colombian economy after commodity prices 
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collapsed. Secondly, from May 2015 onward, a further decline of as much as 61 percent was 
triggered by a lack of confidence in management and the controlling shareholder. Local and 
international investors fled the company in the following years. The stock no longer trades at 
high multiples like it used to. This shift signals the market’s unwillingness to pay prices similar to 
comparable companies in the region.  

Graphic 1. Éxito’s Share Price 

      

Source: Bolsa de Valores de Colombia 
Éxito’s financial performance has been relatively bleak over the last five years. In December 
2014, the company earned COP $1,025 (USD 0.3) per share, but at the end of the second quarter 
of 2019, that number stood at a mere COP $268 (USD 0.08). The incorporation of the company’s 
Brazilian operations induced significant volatility. Exchange rate fluctuations, insufficient margin 
increases, and large indebtedness undermined the company’s finances.  
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Graphic 2. Éxito’s Profitability 

      Source: Grupo Éxito 

Éxito’s Return on equity (ROE) (see Graphic 2) composition is mainly explained by increased 
debt (See Graphic 3). Prior to the Brazil acquisition, Éxito had limited financial debt, while 
margins and sales turnover were healthy. But with the Brazilian acquisition, margins plummeted 
and financial indebtedness almost tripled. Only sales turnover remained constant.  

The global Food and Drug Retailers’ average ROE for 2018 was 17.81 percent, which implies 
that Éxito trades significantly below its peers. Grupo Éxito is in the 5th quintile in terms of ROE 
and financial performance, among the lowest in a worldwide sample. Given recent developments 
in this area for Éxito, further financial hits from deforestation-related reputational risks could 
compound the company’s problems.  
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Graphic 3. Éxito’s ROE Composition 

Source: Grupo Éxito 

 

V. Outstanding Environmental, Social, and Governmental Issues 
Regarding ESG issues, Éxito has several ESG-related controversies that it will need to address 
in the coming years:  

1. Given the enormous pressure Éxito puts on the supply chain from being the largest buyer 
in the country, the company generates an undesired effect in the traditional market, such 
as lower quality cuts and products at times from problematic sources. Even though 
Colombia has reduced the consumption of meat, production has not decreased with 
Colombia becoming an important exporter. Against this backdrop, there is pressure on 
land use, incentivizing land-grabbing and deforestation to put pastures in place.  

2. Being part of Groupe Casino points to several risks arising from potential conflicts of 
interest, which have not been properly managed. This problem has been reflected in the 
market price of the stock and the prevailing opinion among market participants. GPA’s 
stock takeover has made this issue front and center.  

3. Grupo Éxito is the largest employer in Colombia and has made significant efforts to 
formalize employment conditions in the company. But that does not extend to its 
suppliers: labor practices among its value chain are not supervised, particularly in the 
fresh food chain, exposing the need for proper labor management.  
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VI. Recommendations 
This report recommends that Éxito takes more steps in supply chain transparency and 
stewardship by creating a robust zero-deforestation commitment for cattle. With such a 
commitment, it would consolidate its role as a leader and signal to investors that it has effective 
policies in place to deal with long-term risks associated with deforestation and other ESG 
factors. Most attention concerning deforestation in Colombia has centered on land speculation, 
drug production, and criminal activity, but the focus is likely to shift to the agricultural sectors. 
Downstream companies are exposed through their procurement of agricultural commodities, 
particularly beef. This risk will grow as the beef market expands to meet domestic demand and 
increased exports. Éxito is particularly at risk, given that it is the largest retailer in Colombia, with 
more than 70 percent of the market. As deforestation becomes a larger climate change issue, 
NGOs, governments, civil society, and media will bring more attention to risks all supply chain 
actors – whether farmers, producers, retailers, and investors – will face. Éxito has demonstrated 
awareness of these risks and has positioned itself as a leader, but it will need to take further 
action in the coming years to maintain that reputation and build ESG risk resilience 

 
 


