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_Introduction to Retailing

T gt

(Stéuctufe)

1!l Learning Objectives P
_ 1.2° Introduction - -
1.3' Retailing Derined ] - + “ '
14 Factor Behind the Change of Indian Retial Industry |
Il 1.5, Evolution of Retail in India. - . II
1.6 Retailing Concepts Introduction
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Characteristics ~nd Trends in R_ctaiii_jrg
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1.1 Learning Objectives * =~

After studying the c'héplter, students will be able to:
e Explain the hypermarts ':
o Discuss the retailing defined oo »
. Descnbe Ihe characteristics and trends in retallmg

i

¢ ‘Explain the types, and examples of retailing

1.2 Ilitroduction :

i

Leammg is the basic objective of all the training and developmem actwrtles If people
have not learnt what they were suppose to learn from a HRD programme, then the .
programme should be called as a failure. It is therefore very. important for HRD
professionals to understand the major concepts and research ﬁndmgs related to learning.

n s "
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~ The word “learning’ is-heard__everywhere‘ but defining it is really.difficult. According to

Pareck (2004), leaming may be defined-as the process of acquiring, assimilating, and

internalizing cognitive, motor or behavioural inputs for their effective and varied use
[EN - - .

when required, leading to an enhanced capability for further. self-monitored learning.
It is any relatively permanen‘t change 1n behawour that occurs as a result of expenence
{Robbins, 2003) The change may be | m human dlsposmon or capab:llty that is fiot
ascnbable :omply to processes of growth The change oﬁen is an 1ncreased capal:uhty

for some type of performance

Lo =
o - o 1

13 Retailing Defined I

- The word retailing has its orfgin_s in the French verb retailer, which means ‘to cutup’, and

réfers to onc of the. fundamental retailing activities-which is to buy in larger quantities

and sell in smaller quantities. For exaraple, a convenience storé would buy tins, of beans-

F1y
.

in units of two dozen boxes but sell i in'single-tin.units; However a retailer is not the

| only type of business entity to “break bulk’. Wholesalers also buy in larger quantltles

and 'sell to their customers-in smaller quant:ttes It is'the type of customer rather than

the actlwty, that distinguishes a retailer from.other disttibutivz taders; the dlstmctton""’

g betng that a retailer sells to final consumers, unlike a wholesaler who sells to a retailer

or’ other ‘business orgamzattons A generaliy accepted definition of a retailer is ‘any

:‘ establishinent engaged in-selling merchandlse for personal or household consumption

and. rendermg services incidental to the sale of such goods’. There are, however, many

15 busmesses that carry out retalhng actmty ‘that are not in themselves clasmﬁed as reta:lers:

- For example; a factory may engage in retatlmg aotmty by sellmg seconds quahty

goods’in thc shop attached to its manufacturing premlses in the UK, a retaller is only

classified as such for governmiént reporting if the business gains over half of its income

from selling to the final-consumer.
The term “retailing; applies not only to the selling of tangbible products like loaves
of bread or pairs of shoes, but also to the selling of service products. Companies who

provlde meals, hatrcuts and: aromatherapy sessions are all essentially retailers, as they

sell to the final consumcrs and yet customers do, not take goods away from these retailers

:in-a carrier bag. The eonsumpnon_-of the servwe-offermg coincides with the retailing

activity itself,

Characterlstlcs and ’I‘nnds in Retarlmg

lmcractlon W|th the ¢nd Lonsumers cnhancea tht, \olume of safes but the monetary

1 value is less Customer service plays a vitdl role. There isa tendenoy for automatlc sales
'promotlon with more otitlets i invetail. marketmg which creates visthility, Locatton and
layout plays a vital role. Relatmg creates employment opportumttes to all age groups,

e
- x

21 Self Learning-Matenal ‘ .
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gender lrrespectwe of qualification and rehgmn Generates job; opportunities in flexi Introduction to Reta:lmg
trmmgs Retail marketmg creates a place, time and possessnon ‘utility- for a product.

' 14 Factor Behind the Change of Indian Retial lndustry “Note
- . - o .- S i

. The major'.t‘act'ors respohsible for the growth of retailing-lh India are as-follows:*
Orgamsed retailing is a recent development It is the outcome of.socioeconomic
factors. India is standing on the threshold of retail revolutlon Retail, Industry, one of
the fastest changing and vibrant industries that has contributed to the economic growth- .
of otir country: Within a very, sport span of time, Indian retail mdustry has become the- '
most attractive, emerging retail market in the world. "

Healthy economic growth, changing demographic profile,: mcreasmg disposable ' i
incomes, changing consumer tastes and preferences are some of the key factors that are |.
driving growth in the organised retail market in India. _

‘Some of the factors fesponsible for the growth of organiséd rétailih'g are as under: |

o Growth of middle class consumers. ‘In India the’number. of m:ddle class-

" consumer is growing rapldly With rising consuiner ‘demand and greater
disposable incom> %23 given opportumty of Tétail"industry to grow and'
prosper T w
They expect quality products at decent prices. Modem retallers offer a wide
range of products and value added setvices-to the customers. Hence thls has’
resulted into growth of orgamsed reta:lmg in- lndla

Growing consumerism would bea key driver for organized retail in India. Rising-
incomes and improvements in 1nfrastrucmre are gnlarging consumer markets
and aeceleratmg the ‘convergence (meetmg) of consumer tastés.

. lncrease in the number of workmg women: Today the urban women are
literate and quahﬁed They 'have to maintain a balance: between home and.
work. The purchasmg ‘habit of the workmg women is different from the home
makKer, They do'not have sufﬁcnent time for lclsure and they expect everything
under one roof 'l‘ney prefer one-stop shoppirig Modern retail outlets therefore
offers one store’ retallmg, | . -

e Value for money:. Oganised retail déals in’ high volume and are able to

+ enjoy economies’of large scale prod_uctlo_n and distribution. They eliminate
intermediaries in distribution channel. | '

€ Organised retailers offer quality products at reasonable prices. Example: Big
‘Bazaar and Subhiksha. Oppor.tun'ity for proﬁt..;attrths more and more new
business groups, for entenng in to this sector. .- ?

s Emerging rural market: Today the rural market in India is facing stiff
competmon in retail sector also. The rural market in India is fast emerging as

the rural consumers are becoming quallty consclous
!

. . ' Self Learning Material 3
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Thus due to huge p:otcntial in rural retailing organised retailers are developing
new products and strategies to sansfy and serve rural customers In India Detail
inductor is around the country’s Iargest source of employment after agriculture
which has the deepest penctration into rural India::

Entry of corporate sector: Large business tycoons such as Tala's, Birla's, and
Reliance-etc. have entered the retail sector. They are-in a position-to‘provide
quality products and entertainment. r

As the torporate — the Piramals, the Tatas, the Rahejas, ITC, S.Kumar's, RPG

-Enterpr'iseS‘ arid mega retailers-Crosswords, Shopper's Stop, and Pantaloons

race to revolutionize the retailing sector. .

Entry of foreign retailers: Indian retail sector is catchlng the interest. of
foreign retailers. Due to liberalisation multinationals have entered out country
through. joint.vehtures and franchising. This further is responsible for b‘qostih'g
organised retailing, "
Technological impact: Technology is one of the dynamic factors responsible
for the growth of organised retailing. Introduction of computerization,
electronic media and markctmg mformatlon system have changed the face of
retallmg

Orga_mzed retailing in India has a huge scope because of the-vast market and
the growing consciousness'of the consixmer about product quality and services.
One of the major technological jnnovatior,ls in organised retailing has been the
introduction of Bar Codes. With the increasing use of technology and innovation
retailers are selling their products online with the help of Internet, ™

Rise in income: Increase in the literacy level has-rgsulted into growth of income
among the. popul}ltion. Such growth-has taken place not only in the cities but
also in towns and remote areas.

As aresult the increase in income has led to increase in demand for beiter quality |
consumer .goods. Ris‘ing income levéls and education have contributed to the
evolution of new retail structure. Today, people are willing to try new things and
look different, which has increased spending habits among consumer.

Media.explosion: There has been_an explosion.in“media due to satellite

tetevision and internet. Indian consumers are exposed to the lifestyle of countries.

Theiréxpectations for quality products have risen and they are demanding more
choice and money value services and conveniences.

Rise of consumerism: With the emergence of consumerism, the retatler faces |

" amore know]cdge'lble and demanding consumer.

As the business exist 0 S'msfy consumer needs the growing consumer
expectation has forced the retail orgamzanons to change their format of retail
trade. Consumer demand, convenience, comfort, time, lodation etc. are the
important. facfors for the growth of organised rétailing.in India.
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e The retail industry is dwlded into organised and un- -organised sectors. Organised Introduction to Reta:hng
retailing refers to trading activities undenaken by hcensed retailers, that is, those
who are registered for sales tax. income tax, etc. These include the corporate-

" _'backed hypermarkets and retail -chains, and also'the pnvately owned large

Notes .

retail businesses.

Unorganised retailing, on the other hand, refers to the traditional formats of
low-cost retailing, for example, the local kirana shops owner manned general
stores, paanfbeedl shops, convenience stores, hand cart and pavement vendors.
It is important to understand how retailing works in our economy,.and ‘what
role it plays in the lives of its citizens, from a social as well as an economic
perspective. India still predominantly houses the traditional formats of retailing,
- that is, the local kirana shop: paan/beedi shop; hardware stores, Weekly haats,
convenience stores, and bazaars, which together form the bulk. the main retail
" principle to master is the customer; the customer should be the centre of your
business and everything you do must revolve around that customer.

Knowmg them, and focusing on them in evervthmg you do, will help you grow
your busmess and your team - The Customer is ng ‘the 4 Ps: Product, Price,
Place, Promotion. These are the main areas you need to perfect for a customer, to
provide them with the basic foundations of a successful retail business.

o ¢ Product: You need products that-your customer wants 1o buy and a product
range that will satisfy your customers' needs, wants and desires. The products
must also deliver a profit for you to have a successful business. _

-e. ‘Price: Price must be consistent across the whole marketing mix and meet alk
requirements for your business. ) | .
You need to price your product range at the correct level for the customers to be
- ableto bﬁy.-.'your products, and-for them to gain value from your preducts. This
could mean pricing high or low - this vcry much depends upon: your customer
offering. - '

o Place: You must provide somewhere for your customers to purchase your N

_product, be that a physical store, a catalogue or an E commetce website; there
needs-to be-a place for the customer to visit in person or virtually).

o Promotion: Once you have a product - at the right price, i a place where the
customer can access it - you need to tell them about this and promote your |
business and your products, make sure your customers know that you and your
products exist and are avallable for them to enjoy.

]

1 5 Evolution of Retail in lndia

-
-

Today the general store, stacked with barrels bms and sacks filled with everythmg from:
s0aps to plckles, has all but disappointed almost through the world. And in its place we | =+ - N

x
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‘| Supermarket Revolution ' T

One Stop Shopping - e .

3
find the more reﬁr;ed"s.clf service ‘cash and carry’ organized retail stores in the" form
of supermarkets department stotes, shopping malls and the like. These stores. srgmﬁed‘
the beginning of orgamzed retailing and its evolution across the world. This new breed_
of organized retailers have their shelves neatly stacked with a huge variety of produc;s

. which include anything from dans, packed food, bread, dairy products fresh meat and

ﬂsh apparel shoes, furiture or any conceivable item one can think of. This phenomenon
of new fund modern super markets, department stores is m sharp contrast to the old and
orthodox grocéry stores that had existed. "

Story of Retail Revoluoon

i

It is the revolution in the shoppmg habrts of the peaple across: the eitire world, which

). has virtually brought the super market to the main street. This revolutlon is unparallel in

human history as it has engendered the development of distribution system that delivérs-
food and.other products to.the consumer'in unprecedented. abundance, variety and
quality retallmg was never as it'is seen today. It has gone through its'natural” process of
evolution in alt areas from the initial concept ‘of the super market and department store

to the shoppmg mall as it exists today. v
At that pomt of time, the departmcnt store business was'a bare-bones ope'ratioo.

1 It was only after World War-11 that retailers in the west began to upgrade their services,

facrlmes and merchandise scl}ectron to oﬂ'er a fascmatmg way of addmonal benefits to

consumers thfough organized retailing.
X & ¥ 4
- o

The changes occur in retail sector due to the changes in environmental conditions. I thé

early part of the 20th century, the Ameﬁcan housewife, which shopping for.her family’s

dinner, thought vanous products at various places and tired a lot. Then she thought that

' 1f all products available under one roof; there-by we can-save our tlme;’effort/money

The retailers trapped the need and had launched the biggest hypermarkets. Then these.

'| retail stores started to sell food, vanetles of products and variéty of schemes- lntroduced

in:order to draw the attentlon of the: customers

E.ramp!e Big’ Bazaar, Spencer. ¥

‘? . B :|t . STrow

¥

- The revolution of supermarket was first sparked off in the 1920’s, and by the 1950’s:
| it had won acclaim almost- thronghout America:with its span'rang'in-g from a giob_ia_l o

depression to global war; this revolution had literally seen it all. In the 1920, orie could

not even dream of retailing as itjexis'gs today: - . | o
Initia'l\ly,- mar_lyti‘t:eins used to come in bulk and were sold as it is at the retail outlets. p .

Potatoes were sold from barrels and later frorin 100-pound sacks, while sugar was sold k4

i
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from 100-pound ‘sacks and better in tabs The retallers were keén to acquire the know-how

to upgrade their quantity and. service for the consumers and to develop the best stores.
_possxble They may become business frlends and some even became famtky friends.

» "y i‘

Pleasure of: Self-servtce Concept .
By the 1930s, the self-servlce supermarket gamed imriense popularity due to the choice
leftover on’ consumers (house wives). It was sparked-off by the success of Michael

Kullen, anindependent operator who opened the King Kullen supermarket in Jamaica,

New York. Storeowners found that housewives enjoy the shopptng,_Because when they
are preparing the list of require items for daily purpose, they. mayforget, there by again
they need.to shop. Here picking their groceries from shelves themselves, piling their

purchase into shopping carts and wheeling the carts through the checkout counters. As

supermarkets grew, they extended the self-service concept to other foods besides grocenes

l.

Example More 4-U, Big Bazaar. T«

Globalization of Retatlmg v

T
"

Due.to the Globalization Foreign investors launched thetr bisinesses in India where"
the expenditure is very less to start any b business in India. The blggest corporate giants -
entered into India and disturbed the-Indian businesses.

‘Today, retailers from all over the world are venturing beyond their own borders -
10 establtsh stores even in othier countries. In fact, the business of retalhng cans’ clearly

deﬁngdl as a global business. Many retailers have realized and have therefore made

international expansion an integral part of their, overall strategy. The immense impact
of communication technology has narrowed the; cultural gap between countries .over

theI decades. .

b Y
Today's consumers in the developed or developing countries, share aimost the same

' important characteristics that the best Amertcan spec1alty retailers already understand

from their own domestic expenence Consumers are now far more knowledgeable than
ever before about products, brands.and pnces that they have ever been in history. The
advancement of communication technologies has made a. major contnbutton towards
educatmg consumers about the products and services. they requtre and the Internet
explosmn is bound to further trend.. . ?

i

Size of the Operations . “ g

4

“Size” has become the keyword it international retalltng and the larger the size of the
operattons the better the economies of scale and chances ‘of survival .in thlS vicious
war to win over the consumer. Some global retailers are now taking over existing retail -
chains in‘a desperate bid to consolidate ‘their operation in this world of retailing, It is

evident that eventually the comparatwely smaller reta11 chain will be unable to compete
I . v
? L] Fl

3
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Retail Management * in the market or operate on theif own-for long; and will soon seliout or merge w1th the
much larger global retail chains. ]

The increasing magnitude of retailing as a business in absolute teitis can also be.
estimated by the fact that the sector accounts for a major-portion of the GDP of many-
| countries. Qur country has been extremely stow in responding to the trend éfg‘tobhlizaﬁon
of retailirig, as a result of which many of the distribution and retailing methods adopted
. * here are still considered to be prehistoric. While many ¢ountries around the world have
started considering retailing as an integral part.of their social mfrastructure India still

has to realize the benefits: of organized retailing that acerue to society-at large

Notes

4.1 3 Retailing Concepts Introductlon ‘ .

w v

Retallmg is a convenient, convmcmg and ccmfonable method of selling goods and

services. Retailing, though-as old as business, trade and commerce has now taken new
forms and shapes. This is because of new management techniques; marketing techniques

and-also due to ever changing and dynamic copsumer psychology.

| Meaning of Retailing ' - .
thai‘lin_g is one area of the broader term, e-commerce. Retailing is buying and selling
both goeds and consumer services. With more number of educated anid literate consumers
_entering the economy and market, the need for reading the pulse of the consumers has

become’ very essermal

Retail marketing is undergoing radical-restructuring. This is because of increase
in gross domestic produc*t, increase in per ca_lpiia incomé, increase in purchasing power -
and ‘also the ever changing tastes and preferences of the people. The entry of .plastic
money, ATMs, credit-cards.and debit cards and all ‘other consurmer finances; the taste

>

'| for the branded goods also added for the evolution‘of retail marketing.

" Retail marketing is not just buying and selling but also rendering all other
p;rsopalized consumer services. With the RM picking up it has given a new look for
.| +various fast moving capital goods (FMCG)-goods. This not only incréased the demand
for various goods in the market but also made retail marketing the second largest.

employment area, the first being agriculture.

“Definition and Scope of Retailing - ' ;

Retail.Industry, one of the fastest changing and vibrant.industries in the world, has
- contributed to the econormiic growth of many countries. The term ‘retail’ is derived from

. ' the Fréncli word retailer which means ‘to cut a piece off or to break bulk’, In simple

) © 7| terms, it implies a first- hand transaction with the customer
b

3 Self Leammg Matenal
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Retailing can be defined as the buying and selling of goods 'e‘md services, It can_[Introduction to Reidifing )

also be defined as the timely delivery of goods and services demanded by. consumers

at prices that are competitive and affordable. _

Retailing involves a direct interface with the customer and the, coordination of
business activitiés from end to end right from the cor:cept or desigﬁ stage of a product
or offering, 10, ity delivery and post- -delivery service to the customer The mdustry has
comnbuted to the economic growth of many countries and is; undoubtedly one of the
fastest changing and dynamic’ mdusmes in the world today> .

‘Types of Retail Operations’ o R
s Retall operatlons enabie a store to flmctlon smoothly without any hmdrances The’

mgmﬁcam types of retail operatlons consist of the followmg
Depamnent store ’
e Speciality store o o
o Discount/Mass Merchandisers- - /
o Warchouse/Wholesale chibs ‘ -
o Factory outlet .
Retail Management System targets small and midsize retailers seekmg to automate

*

% EE T4

their stores. The package runs on personal computers to manage a range of store operations '
.and customer marketing tasks, including point of sale; operations; inventory control and

tracking; pricing; sales and promotions; customer management and marketing; émployee
foanagement; customized reports; and information security.
Tlie Emerging Sectors in. Ii'étailing : *

Retailing is one. of the largest sectors in the global economy which is going through a
transition phase not only in India but the.world over. For a long time, the corner grocery

. Store was the only choice available to the consumer, especially, in the urban areas. This is
- slowly giving way to international formats of retallmg The traditional food and grocery
'segment has seen the emergence of supermarketsfgmcery chains (Food World, Nilgiris,.

Apna Bazaar), convénience stores and fast-food chains.

Itis the non-food segment, however, that foray has been made into a variety of new

sectors. These include lifestyle/fashion segments (Shoppers’ Stop, Globus, LifeStyle, .
'Westsnde), appareUaccessones (Pantaloon, Lev:s , Reebok), boolzsfmusmfglfts (Archies,

MusicWorld, Crosswords, Landmark), appllances and. cousumer durables {Viveks,
Jamsons, Vasant & Co.), drugs and pharmacy (Health and Glow Apollo)

The emergence of new sectors has been accompanied by the changcs in existing formats
as well as the begmmng of new formats: :
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Notes

. ‘s Large supermarkets, typically 3,500-5,000 sq. ft.
“» Mini supermarkets, typically 1',000—2‘,000 sq. ft.
¢ Convenience stores, typically 750-1,000sq. fi.
¢ Discount/shopping list.grocer v
‘The traditional grocers, by introduc_:ir_ug self-service fohﬁals as well as value-added.

services such as credit and home délivcry: have tried to redéﬁne themselves. However,

1 the boom in retailing has been confiped primarily to the urban markets in the country*
“Even there, large chunks are yet-to feel the impact of organised retailing. There are two

primary reasons for this. First, the modern retailer is yet to feel the saturation’ effect
in the urbanimarket and has, therefore, probably not looked at 'the other markets as

'ﬂséﬁou‘sl)?.‘-Secqnd, the modern retailing trend, despite it_s’c‘dst effectiveness, has come

to be identified with lifestyles. .

In order to appeal to all classes of the society, retail stores would have to identify
with different lifestyles. Ina sense, this trend is already vmble with the.emergence of
stores with ap essentially ‘value for money’ image. The attractweness of the other stores
actually appeals to the extstmg affluent class as well as those who aspire for to be part
of this class. Hence, one can assume that the retailing revolution, is emerging along the ’
lines of the economic evolution of sociéty.

'| Theoriés of-Structural Changes of Retailing

The evolution of RM has taken a fantastic transition from traditional methods to modern

,thinking. Starting as primary or traditional retailing with melas, fairs;jataras, \&jé’ékly
‘bazaars, rural fairs to mom and pop shop kirana stores the journey further reached to
~public distribution systems { PDS) Khadi outlets, co-operative stores and has finally
|| reached the level of shopping malls, bazaars, super bazaars and special-bazaars.

e Traditional — melas, Fairs, weekly Bazaars, Rural fairs:
¢ Indegenous — mom and pop, kirana stores Neighbor stores.
¢ Contemporary — PDS, Khadi outlets, ;:o-operative stores

e Modern Retailing — shoppmg malIs ‘Bazaars, Super Bazaars, Special

Py

bazaars.

Retail Store Operations - | . '
When retail-marketifig space is a best shopping zone for the consumers, it is quite

challcngin_g to the businessman. It has to ensure not only product availability but also make
the shopping more creative and-pleasurable. RM has to také care of various areas like:

¢ Store administration and management ' b
o Inventory-and stock management i

o Managing of receipts _ . : .

E
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Theft management

e

Customer service ¥
Sales promotlon . -

Employee morale

L . . ) L . T
RM is once again a wonderful economic activity that creates a win-win situation.

It brings not only the success of the businessman but also the success of both consumer
and the employees. This is possible only if there is product and price sat:isfaction.

Store administration and management This involves cleanlmess, discipline,

‘propef documentatlon no objection certification for various products and skilful

T

management of products and personnel.

!nventory management: It becomes the duty of the retail manager to check day-
to—day and time-to-time the stock so as to ensure the product is made available at

the couinters. Not only the expected product avallabtllty has to be maintained but |,
also the quality and shelf Tife has to be guaranteed Inventory has to be evaluated |-
'qqrrectly and receipts have to be properly maintained. With retail marketing
‘lelopping has changed into a trendy and pleasurable affair. With all these changes

customer service has become' the most important service to be rendefed:in the
)
marketing field. The customer has to be given maximum possible choice with a

‘blend of perfect sales promotion from the side of the retailer. So the overall picture
-of retail stores promotion has become a exclusive area of management. R

i

1.8 Charactenstlcs and Trends i in Retallmg - -

.

“Interaction with the end consumers

It-enhances the volume of sales but the monetarsf value is less

Customer service plays a vital role ‘

There is a tendency for automatic sales promot:on

thh more outlets retail markenng creates’ v1s1b111ty

Location and layout plays a vital role |

Creates employment opportunities to all age groups, gender, irrespective of
qualification and religion .
Generates job opportunities in flexi timings°

Retail marketing creates a place, time and possession utility for a product

- History of Retail Management

Retail marketing started from Mediterranean regions and spread to Egypt and Babylonia,
For ‘over 2000 years Retail marketing’ ﬂourtshed in Rome After the destruction of
Roman Empire retallmg spread.across the globe and Romans are the-first ones to

- conduct sophisticated retallmg As sophistication and Human relations go hand-in-hand

Introduction to Retailing
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Retail marketing has got 4 lot to do with the psychology of human behaviour. So retail
marketing can be convemently called has psychology of marketing: ‘

Trendsin retallmg Rétail Marketing is largely based on three Vs ~Value, Volume
and. Vanety Though the Retail marketmg had the quantitative development across the
;globe, the quality is no {doubt being compromised wnh the. Globallzatlon [nternational
quality products are competing with mdlg{msed products This variation in size, quallty
and competition has made Indian market face ridiciilous growth. As the competition is
between international and indiginised products, its taking a great toll on both the sectors.

With the blg giants entering the rharket, ‘there is a grave cornpetmon in'the Indian

I Econ,omy After.1995 the great companies l!ke Food world, Rellance, PIanet M, Music
World and many others also eutered the retail market. The VlSlblllty and the craze to
remiain in the forefront of busmess has made many of the giant companies to move “from

- manufacturing to front line retallmg. With this Retalllng has become prominent giving

World class shopping experience to the customers under one roof.

Indian retailing, thus enjoys many unique features, is still done in a pnmmve way
Bamring a few etceptlons, Indian retailers, pamcularly EMCG. retallers, are not in a
position to 1mplement world-class practlces of supply chain management The concepts
of Quick Response or Efficient.Consumer Response are unheax;d of-in Irldlat} retailing.
The two bases of modern retailing management, the Electronic¢ Data Interface and'a .
nmutually respectable partnership among retailers and suppliers (tl{e manufacturers) are
missing to.a great extent in Indian_context. Aiso, Indian marketing channel members
are performing some unfecessary tasks, which makes the ehanne! structure hea\?y and
inefficient. Though these mefﬁcnencws are observed in all retailing jrrespective of mdustry,

. the symptoms are more evident in Indian. FMCG retallmg lneﬂimency in reta:lmg leads
to lower profitability of the retailers and lower service outputs for the CONSUIMETS. N

Ways and means to strengthen the po'sition of the retailing industry, doing away
with the causes for the mefﬁc:enaes therefore are to be taken up in an urgent’ marmcr
Such measures. may 1nclude establlshment of retailers co- operatlves, merger and buy-
out, use of technology to the greatest pos51ble extent, settmg up ‘of nonstore retailing’

-centers and in¢rease in franchlsee network.

[

1.9 Deﬁmtmn, Types and Examples ot‘ Retalllng

F

Retail is the sale ot goods to end users not for resale, but for use and consumpllon by
the purchaser. ’ : Cot
Retailinvolves the sale of merchandise froma single point of purchase directly toa ~

customer who intends to use that product: The single pojnt of purchase could be a brick-

and-mortar retail store, an Internet shopping website, a catalog, or even a mobile phone.

Ey
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The retail transaction is at the end of the chain. Manufacturers sell large quantities
of products:to retailers, and retailers attempt to sell those same quantities of products

to consumers. y :

Why is Retailing Important" ¥

Retailers are the final hnk in the supply chain between manufacturers and consumers.

Retailing is important because it allows manufacturers to focus on.producing goods

without havmg 1o be distracted by t thc enormous amount of effort that it takes to mteract
with the end-uiser, 1 e. the customers-who want 10 purchase those goods.

Retailers should make the purchase of goods easy for the consumer. That’s why retail

stores ‘have sales people, why Internet shopping websites have customer service instant |

chat popups, and why catalogs have descriptions, photos, and toll-free phone numbers

Retallmg is about displaying products, describing thefeatures and beneﬁta of
products? stocking products, processing payments and-doing whatever it takes to gef the
right products at the right price to the right customers at the right time.

Some retailers offer additional services to the retail transaction like personal

shopping consultations, and gift wrapping to add something ex{ra to the retail customer

experience and exceed the retail customer’s experience.

What is.the Difference between Retail and -Wh_olgsa_le? .

Wholesalers sell in large bulk quartities, without worrying about many-of the aspects

[N

Introduction to Retailing

of retailing that consumers expect like visual-merchandising, Wholesalets do not want o

to-deal w1th a large number of end-user customers. Rather, their goal is to sell large
quantmes to.a small number of retailing companies.

It is rare for a wholesaler 16 sell goods directly to cons_limoré: The exception to that
would be membership-warchouse olubs like Cogtco', Sam’s and:Bj’s Wholesale. These
members-only. rétail stores are a hybrid of wholesalin_g aqd‘ retailing in that they sell
directly to consumers, but they sell in-large quantities, which often allows them to sell
at prices that are lower than other retailers that sell in small quantities from impeccably
merchandised stores. in high-rent shopping dlstncts

The. big differenice between wholesale and relaﬂ is in the price.-The retail price
is always more than.the wholesale price. The reason behlnd this is the added cost of
selling merchandise to errdtuser i.e..the customers ~ labuor, rent, adverﬂsmg, etc. —
factored into.the pricing of the merchandise. The wholesaler doesn’t have to deal w1th'
such expenses, which allows him to sell.goods at a Jower cost..

How Does The Retail Supply Chain Work? =,

The retail supi)ly chain consists of manufacturers, wholesalers, retailers and the consumer

 (end user). The wholesaler is directly connected to the manufacturer, while the retaifer

is connected to the wh—olésale_r, and not to the manufacturer.

-~
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- Warel_louse Retailers

rHere are the-roles of the key players in a typical retail supply chain:
.« Manufacturers: Produce the goods, using machines, raw materials, and
labour. o | ’
"« Wholesalers: Purchase finishéd goods from the manufacturers and sell those
goods to rétailers in large bulk quantities. '
e Retailers: Sell the goods in small quantities to the end-user at a higher pncc
theoretlcally at the MSRP (Manufacturers Suggested Retail Price).

e Consumer: End user 1s ‘the one-who buys the goods (or ‘shops’) from'the . -

retailer for personal use.

There are exceptions to this traditional supply cham however, some of the world’s

" largest retall companies hke Walmart and Amazon.com, for example, are large enough

to.deal dlrectly with manufacturers without the need for a wholesaler in the middle of "
the transaction.

1

What are Different Types of Retall Stores? : -

Here are some examplcs of the dlﬁ'erent types-of bnck—and mortar retail stores where

consumers can purchase products for immediate use or consumptlon

Department Stores L _ -

Sell a wide range of merchandise. that is arranged"bymcgtegory into different sections.

of the phyéical retail Space. Some department store categories include shoes; clothing, .

beauty products, jewelry, housewares, etc. Examples of def)artment store retailers include

Macy’s, Nordstrom, and JC Penney, to name just a few.
. .

Grocery Stores.and Supermarkets

Sell all types of food and beverage products, and somettmes also home products, clothing,
and consumer electronics as well, ' :

Large no-frills warehouse-type facilities stocked with a large variety of products packaged
in-large quantities and sold at lower-than-retail prices

Speciality Rétailérs'

Specialize in a specific category of products. Toys ‘R” Us, Victoria’s Secret, and Nike
are examples of speciality retailers.

Convenience Retailer

Usually, part of a retail location which sells gasoline pnmanly, but also sells’a limited
range of grocery merchandise and auto care products at a premium convcmence price
from a brick-and-mortar store. ' :

- e At o - et b o e e e e or — - —_ — [P P
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Discc‘)unt,Retailgr: ‘Sells a wide variety of products are often private labeled
or generic brands at below-retail -pi’ices, Discount retailers like Family Dollar, Dollar
Genéral, and Big Lots will often source closeout and discontinue merchandise at lower-
than-wholesale pri;;es and pass the savings onto their customers.

Mobile Retailer: Uses a smartphone platform to process retail transactions and
then ships the products that were purchased:directly to the customer. .

Internet E-tailer: Sell from an Internet shopping website and ships the purchases

directly to customers, at-their homes or workplaces and without alf the expenses of a

tradifional brick-and-mortar retailer, usually sell merchandise for a lower-than-retail price.

110 Summary

» Retailing is a convenient, convincing and comfortable method of sell‘ing goods and

services, Retailing, though is as old as business, trade and commerce ~ has now taken
new forms and shapes. This is because of the aew management techniques, marketing
techniques and also due to the ever changing and dynamic'consumer,psychology. '

Retail -quagement System targets small and midsize.retaiiers seeking to automate
their stores. The package runs on personal computers to manage a range of store operations
and customer marketing tasks: including point of sale; operations; inventory control and
tracking; pricing; sales and promotions; customer managemént and marketing; employee
management; customized reports; and information seuunty

Indian retailing, thus enjoys many unique features but is still done in a primitive
way: Barring a few exceptions, Indlan retailers, particularly FMCQG retailers, are notin &
position to Implement wurld-class practices of bupply chain management The concepts
of Quick Response or Efficient Consumer Response are unheard of in Indian ietailing.

The two bases.of modem retailing:management, the Electronic Data Interface and a’

mutually respectable partnership among retailers and suppliers (the mianifacturers)-are
missing to a great extent in Indian_context. Also, Indian markéting channel. members |
are performing sohie unnecessary tasks, which makes the channel structure heavy and

inefficient.

L.11 Keywords

o Consumer: End usér who buys ihe goods‘.(or “shops”). from the retailer for
‘personal use.

» Retailers: Seli the goods in small quantities to thie end-user at a higher price;
‘theoretically at the MSRP (Manufacturers Suggested Rétail'Pfic’e). ‘

o Mobile Retailer: Uses a smartphone platfor to process retail transactions and
then ships the products that were purchased directly to the customer.

Introduction to Retailing
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Retail Management> 2,1  Learning Objectives

Notes-

18. Self Learning Material

After studying the chapter, students will be able'to: -
& Understand the dynamics and structural issués in retailing ’
-» Understand the"implications of market saturation and concentration aspect®
of retailing )
¢ Appreciate diversity of retailing and the role of emerging technology

o Understand the concepts of independent, multiple, franchise forms of
ownerships . .

'o Explain about étore Management Responsibilities

o Discuss about Recruiting and Selecting Employees

® .Describe Motivating and Managing Store Employees

‘s Discuss about Compengating and Rewarding store Employees
¢ Define customer service job description

o Discuss exchange of defective products

¢ Describe loyalty programs for a store

22 Introduction . :

Retail organizations come in a whole variety of shapes and, sizes Having defined th®
process of retailing in the preceding umt the aim ot the unit is to present the dwersny
of the retail industry in terms of the” vanety of outlets used for the retailing activity'
Retail outlets can be quite different in terms of the ownership of the retail business 1tseIP
the characteristics of th¢ premises'used (the format) and the orientation of the produc
‘range. Some types of retailing have been with us for over a centiry, while new kinds 0f
retail outlets emerge and develop, offering the consumer a constantly evolving choic®
of shopping arena which embraces an enormously wide range of businesses.

Many large retail organizations have branched off into-alternative approaches t°
ownership, format and product orientation. It is a part of their growth and development
So, an understandmg of the-scope of each of these facets of the retailer is a starting pomt
for becoming familiar with’ the retail 1ndu!>try as a whole,

In spite of the current growth in home-based shoppmg rnethods, shop based retailin®
is still the predommant section of the retail industry. Thls Unit, which will esséntiall”

1 discuss types of retailers, will start by considerations, descriptions and examples of 2

\anety of store formats. It includes department stores, variety stores, sapermarkets’
warehouse: stores and specialist stores.

It will thén discuss print-based retail offermgs including mail-order catalogues and
direct mail. The discussion will then move on to retailing methods that are based o®
technological applications. The concluding part of the Unit will eonslder the evolutio"

of the retail industry as a whole,
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" Virtually .every enterprise finds it necessary to hold ‘stocks’ (or iinv_entory’) of
various items and materials. That is because it would be practically impossible to operate
with only one of each item to-be sold or used in manufacture or used in office work. A
‘reserve’ or a ‘fund’ or ‘inventory’ of each ifem or material used or sold frequently is
therefore ‘maintained’, so that as items or materials are sold or used they can be repkiced

‘e -

or replenished from the stocks ‘held in reserve’. E

Let us take a footwear shop as an example to make these matters quite clear to you. |

There will be a variety of different shoes, boots, etc., on. dtsplay - bothin‘the shop’s
windows and inside the shop itself. It would be quite inconvenient and time-consuming
for a shop assistant to-have to remove the footwears quite from the display.each time a
customer wished to try on a pair. And, in any case, o‘nl‘)«r one size and colour of each style
or type“of shoe, boot, sandal, etc., is likely to be on display at any one poiﬁ_t of time,
Instead, when a custorner shows his interest in & particular style, 2 shop assistant
will ask'the sizé-—’ he or she usually wears and the colour they prefer, and will then try
to find the right size and colour from the pairs o'f'f(;('itwears held in reserve. In many
cases pairs of popular items in the most commonly’ asked for sizes will be’ kept inside
the shop itself, on shelves or in Fabmets But the-other pairs:will be kept in another
room ~.or-pgrhaps in more than one room — to which the shop assistant can go to find -
the footwear concerned; that room is the ‘store room’ or ‘stock room’. -

When a p':;ir of shoes'or other footwear is sold from those inside the shop, it must .

be possible to replace that pair quickly, whenever possible, by another pair held in the
store or stock room, No business could operate efficiently if every timé it sold an item

or used up an item’in manufacture, it had to order a replacément from tye supplier or,

manufacturer. Of course, from time to time,’items can *run out of stock’ but, as you will
leam during this Program, efficient stock control will reduce or eliminate such happenings,
and ensure that replacements are received in the proper time, and are available when
required to replace those items sold or used. ’

Customer service is the provision of service to customers before, during and after
a purchase. According to Turban et ai. {2002), “Customer service is a series of activities
designed to enhance the level of customer satisfaction'— that is, the feeling that a product
or service has met the customer e:gpeCtation-.”

Some have argued that the quality and level of customer service has decreased in
recent years, and that this can be attributed to a lack 6f support or understanding at the
executive and middle management levels of a corporation and/or a customer service

| policy. To address this argument, many organizations have employed a variety of methods

to improve their customer satisfaction levels, and other key performance ing:licafors (KPI).

) In this unit,- we will discuss the customer service desk andexchange of defective
products. We will also focus on loyalty programs for a store.
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| satisfy customers, reduce cdsts and increase profits:

| Importance of fnventory Management in Retail Joa

5 : -

23 Inventory Management
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Inventory management isa part of the supply chain where mventory and stock quantltles
are tracked .as-things move in; and out of the warehouse Inventory management--
; Systems aim to-alert you to where your inventory is at any gwen time, and how nuch
“of it you have to manage levels correctly. Some organizations scan in the1r inventory
with-a barcode scariner to 1mprove eﬁiclency and accuracy along picking routes. An
inventory management system focuses on a single supply chain process, unlike an ERP
system. These inventory management systems often integrate with other systems you
use throughout the course of businéss, such as point of sale system or POS sottware,
shipping, and channel managen:ie_nt', 'aflowing your organization to build a personalized,
‘integration stack suited to the needs of your business,  Ultimately, the goal of inventory
management is to ensure you have increased v151‘o111ty and organization of your inventory
acttvity wnh automated and streamlined operations from picking to packing and shipping
the mventory Smail busmesses especially retatl stores, must have effectwe inventory

management systems and processes in place if they wish to remain competitive.
N toy
Retall Inventory Management .

-

) ’ " 8

n

As you know thit 1nyentoty-management is one of the pillars .of a successful retail
. operation. Retdil inventory management techniques help stores and e-commerce sellers

[ .
¥

‘Retail inventory management is the process of ensnring you carry merchandise that
shoppers want, with neither tco little nor too much on hand. By manag-mg ‘inventory,
" retailers meet ¢ustomer demand without running out of stock or carrying excess Supply.
In practice, effective retail inventory management results ini lower costs and a better
* understanding of sales patterns, Retail- mventory management tools and methods give
retailers. more mfonnanon with which to run their businesses, mcludmg

o_, Product locations

‘Quantities of each product type

i
'

- @

- -

-

-

. Which stock sells well and which doesn't, by location and sales channel
e Profit margin by style model; product line or item "
. Ideal amount of iventory to have in back stock and storage
o How many products to reorder and how often
‘e Whento (hsconttn_ue a product

; ) [ N
.* How changing scasons affect sales
- N ' ' v L

5.

Invcntory rnanagement is vital for. retailers because .the practice. hclps them increase
profits, They are more likely to have enough inventory-to capture every possible sale
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while avoiding overstock and. nnmmlzlng expenses: From.a strateglc ‘point, of view,

retail- inventory management increases eﬂic1ency

#

|3

o Decreases Inventory Costs: When you know-how much stock you have and

l how much you need, you can pinpoint mventory levels more aceurate:y, thereby

“ reducing, storage and’ carrying; costs for excess merchandise. Other savings

Py

f , from not havmg an alternative product that might sell better.,

rd

include shlppmg, logistics, deprematlon and the opportunity cost that comes

=

Minnmzes Out-of-Stocks To avoid d:sappomtmg customers and"mlssmg sales
retailers want to avoid running out of inventory: Retailers ¢an use inventory
management tools to determine how mich stock is “just right” to have on hand,
neither too ‘much nor too little. This ainf:_)unt will be larger for best sellers than
for unpopular products. Also, with realtime inf_'onnaﬁon on sales and sio'ck,

retailers can react quickly by reordeﬁng,—_!_ransfer;hg stock from another location |

or drop shipping: to the customer. g oo o L
Improves Profi¢- Margins° With lower mventory costs and enough supply to
fill every order, retailers improve proﬁtablhty o . *

Prevents Spoilage and Obsolescencw Inventory -management helps retallers
address another costly inefficiency that happens when products expire or become '
obsolete. This phenomenon can apply ¢ to perlshables that have a limited shelf
life, such as milk and meat, ora non-penshable that becomes obsolete because
consumer tastes and technology change. For’ example, season-collections or

holiday-specific packaging. Or when.a piece of consumer téchnology adds a |

popular new feature the'old models may face plummetmg demand: Consider
how the rise of smart televisions sunk demand for models that weren’t capable
of streammg content. - o

Improves Multi-Channel and: Ommehannel Performance and Order

Fulfillment: If you are selling via phys:cal. stores, your website and third--
party merchants, it can be difficult to keep correct inventory counts across all,

channels. Having accurate inventory data across selhng channels lets you use

your inventory more efficiently,. ultlmately gettmg the product 10 consumers .

faster. \
Simplifies Processes and Facilitates Growth: Strong inventory management
also reduces friction in your systems as sales grow. Shipping, receiving and order
fulﬁllment run more smoothly, and you minimize errors, customer complaints

and staff stress. -

Reduces Shrinkage: Shrinkage is’inventory loss due to shophﬂmg, product'

damage, vendor mistakes or fraud; employee theft-and administrative errors.
According to a survey by the FMI food industry association, the' average

supermarket loses up to 3% of sales through shrinkage. A National Retail.
, X P>
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Federation survey puts average shrinkage for its members at 1.4% of sales
; in 2019. This data suggests that most losses stem from incorrectly recording

maftagement could reduce shrinkage by at least half, _
¢ Eases Supply Chain Management: Having a firm gnp ‘on inventory and sales

trends helps you manage your supply.chain better. You can use the replenishment
systern that works best for you, whether that’s just-in-time ordering or fewer,”

bi'gger orders. Retail inventory management helps you determine your €CONOmtC
‘ordér quantity (EOQ); which is the ideal order size to minimize inventory costs
including holding, shortage and ordering expenses. The EOQ formula, which
factors in demarid in units, ordering costs such as shipping charges and holding
costs, works best when these variables remain consistent over time. Lean more
about the EOQ formula. v _
¢ Improves Customers Satisfaction: When customers get the products they want
faster with fewer mistakes or out-of-stocks, it increases customer loyalty.

& Improves Forecasting: You can use data such as historical sales results and
available inventory to project future sales, growth and ‘capital needs These

forecasts are vital to your budgeting and guide spending for marketmg, product.

development and staffing.
’ -

-

1 Retail Inventory Management Working - * .

Retail inventory management works by creating systems to log 'products receive them,
into invéntory, track changes when sales occur, manage the flow of goods from purchasing
to final sale and check stock counts. o . :
The information from these systems helps you achieve the benefits of retail inventory
management, such as lower costs and higher profit margms

-

- Basic Steps in Retail Inventory Managément

| The basic steps in retail inventory’ management l}erif'y the goods 'you have, their

quantity, location and other specifics such'as expiration date. This stock data is dseful
for maximizing profits by undeistanding demand, costs and other variables.

The following is a breakdown of the steps in retail inventory management

1. Create a Centralized Record of All Produets List all-the products you carry in
*  oneplace with these details; . o

-#  Product name
¢ Stock-keeping unit (SKU) ’
e Brand

o Variables suf:h as size, retail price, product category, lot number, location and
expiration date.

inventory on intake, miscounting it or misplacing it. Slronger retail inventory -



) -(5%

e Vendor and vendor SKU  °
e Wholesale cost _

‘s Minimum-reorder amount
"« Economic order quantity gEQQ; oo
* ¢ Case quantity amount . o

. lnvento{'y onhand

o ‘Reorder lead time

Add product'images and descriptions to help staff id‘éntify products. This step is

key if you séll by ecommerce. When you add new‘products, put them into your
+ inventory record. Whenever information such as a vendor or wholesale cost changes,

update it. Establish'policies for entering inventory, including who is responsible

and when to-do it. Having rich data helps unlock the power of a retail inventory

management system.

2. Identify Stock Location: If you'are a small business with just one store, recording

your inventory’s location is strdightforward. ltems'are probably Cl[hﬁl' on display ‘

or in the stockroom. But retail chains with muluple fltes and sellers’ might have
mventory in warehouses, disiribution centers, transu stockrooms and on store

shelves. Within those destinations are more specific locations such as section,

shelf and rack. Misplaced and overlooked products represent missed sales and
lost revenue. Retail inventory management practlces help prevent this. Use radio
frequency identification (RFID) tags, bar codes and labels that contain category
and depaitment codes to fully or partially automate the mapping of your inventory.

3. Do Regular and Accurate Stock Counts: You need to count your'iriGEntory
+ periodically to ensure it is accurate. Take into account shrinkage, damage, defects
and returns to avoid errors, A retail inventory mariagement system makes this
process easier because you only. need to double-check:your data, rather than
start from seratch. So, you can primarily focus on deviations. The frequency of
counts ciepends to an extent on your Jbusines$’s complexity, scale and the type of

inventory management system you use. Nonetheless experts recommend counting-

mventory ohee a quarter or once a year a at absolute minimum. Some businesses
* count individual parts of their stock daily.

4. Combme Sales Data With Inventory Data to Simplify Reporting: A retail

»inventory management system can integrate sales and inventory data. This picture -

shows you which goods are turning over fastest (a metric called sales \}elocity} and

which are lagging: Use the product data tq decide when and how much to reorder”

and-when to offer promotions or discounts. -

5. Create a Purchasing Process: Schedule times to reyiew data.and place orders,
" 50 you don’t get caught behind seasonal trends or risk stock outages. With an
electronic system, you can set stock levels for individual products that trigger alerts
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for reorder. These levels should include a buffer that allows sales to continue at
normal levels. If you're usmg a manual system, review which items are sold out
or at reorder points, and add them'to your purchase'list. Prioritize purchases based

.on an item’s profitability, populanty and léad time. Then, treate a pumhase order.

Establish a Process for Markdowns and Promotlons. Pmduct sales can fail to s
live Upto expectations for several reasons, such as a cooling trénd, ‘obsolescence
or seasonal factors. If you offer. ma.rkdowns be dlscxplmed about dlscmmtmg and

- moving slow sellers, which can generate cash and make room for more profitable

products. Addltlonally, creatc a'strategy ahead of time for promotions.to ensure

¥

‘that you have enough stock on. l__lzmd to meet demand. -
Creste 2 Stock Receiving Procedure: During the Teceiving process, you'll verify

incoming orders and enter goods accurately into an inventory system. Without an

. established procedure;any supplier error or damage in transit can result in problems

like unexpected stock outages, overpayment to vendors and dead stock. Check each

.delivery against the purchase order to verify the contents match the order. Count

cartons _and patlets, conﬁnniog-prodhct-typ_c and numbers and noting mistakes,
darﬁage or shortfalls. Follow up with vendors on any issues. Then, enter the new
products into mventory counts and store the goods Dependmg on your needs, you

. might add price tags or bar codes to the stock” Perpetual inventory management, the

simplest way of managing inventory, involves counting goods as soon as they arrive.

Create a Procedute for Returns: Without an inventory management process for
handling customer returns, you face'an increased nsk of holding unsellable stock

0T missing an opportunity to put a sellable item. back on display. When a customer

makes a return, check to see if the item is damage(_l or defectlve,‘ and rouie it for

~ repair, write-off or return to the vendor as appropriate. If the product is sellable,

10.

. , 4
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add it to your inventory counts, and put it ift its correct place (in a physical store,

T

ecommerce inventory, etc.}. -
Determine a Dead Stock Procedure: Excess .inventory. ties up capital and
weighs on profitability. Dead stock includes damaged items, incorrect deliveries
and leftover sedsonal products. First, record items that fall into this category and
remove them ﬁ'om-ir}veﬁtoxy. Designate a place to hold dead stock, and handle it
regularly (weekly, monthly or in a time frame that‘s right for your business). Ship
merchandise that you can return to'vendors for credit, called pullbacks, promptly.
Note any deadlmes for the return shipment, Return damaged and defective goods to
suppliers, or document and notify suppliers, according to their policy. Depending on
your product line, you can deal 'w_ith the remainder by selling 10 outlets, donating,
recﬁliﬁ:g or disposing of it:

Pick Your Inventory KPIs: To gauge the success of your process, pick and track
some key performance indicators (KPIs). Proﬁtablhty, inventory value, sell- through

.rate and tumover rate are essential metrics for retailers. f
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4 )
i

t




+

A

* Methods' of Inventory Management for Retailers
Inventory management methods help retailers generate maximum profits-by reducing
costs, improving efficiency and understanding sales drivers. These methods optimize
quantities purchased from suppliers, fine-tune fulfillment processes, strategically locate
products, account for inventory and analyze démand and sales pattemns.,

The following are some of the key inventory management methods for retailers, -

organized by category. lnventory Ordermg Techmques for Retailers These methods will
help you determine demand’ Inventory management software can automate ‘this planmng
¢ Economic Order ngnmy (EOQ): Use this formula to calculate the ideal order
amount. The equation takes into account demand, ordering costs and carrying

costs, Where D is'demand in uhits, S represents ordering costs per order such-as

shipping, and H represents holding costs such as storage expense, the formula is: -

"E0OQ=V:(2xDx$/H)
e Open to Buy (OTB): This plan-ahead technique tell$ a retailer how much
merchandise to buy in dollar termis for a fixed period. The goal is to ensure

“there’s adequate supply and to. generate positive, cash flow. The formula is:
Planned sales + projected end-of-period inventory on hand, in transit and on

~ order - planned beginning of period inventory ='OTB at retail cost

o Safety Stock and Par Level: Safety stock is the amount of inventory you order |’

1o serve as a buffer to prevent running out of stock. You carry this additional
quantity in case of incorrect sales forecasts or unexpécted consumer demand.

Parlevel =safety stock + the minimum inventory required to meet customer demand |-

If inventory falls below par level, it is time to redrder.

o - .
¢ Reorder Point: Using sales data and the lead time for new merchandise to
arrive from vendors, retailers can calculate the reorder point, or the inveritory
‘threshold that should trigger-reotder. The formula is: ' '

‘
{Average daily unit salcs ><<zivera_ge lead time in days) + safety stock in units
= reorder point in units - ‘

o -Just in Time (JIT): With this method, rctallcrs receive new mventory exactly
when they need it, rather than in adyance. Japanese automakers pioneered this

-approach, which minifizes tying up capital in inventory a'r_l'cl storage costs. JIT is
easiest to implement with high-cost, loﬁf‘-\éolqme goods like cars and appliances.

- The savings on low-margin, high-volume prodﬁcts, when compared to the risk -

of stock-outs, may not be enough to merit the'extra complexity.

o. Inventory Fulfillment Methods for Retailers: These thethods offer ways to,

_reduice the cost of getting products to customers or holding inventory. They
also increase handling efficiency. o v

¢ Drop Shipping: With this method,-the retailer does not hold the prodhcts it |

sells. When a customer makes a purchase, the retailer buys it from the vendor,
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}{é;ail Management who ships it to the customer. This decreases the retailer’s costs for1handling ,

| » -+ and’storagé as well as its investment in inventory: '
- ’ ) Cousi'gh;ltent' In this arrangeme‘nt' the ‘wholesaler or'supplier still owns ‘the

Noftes | . merchandise, but the retailer stocks it in‘ inventory. When the product sells

to the end customer, the retaller pays the'vendor, thereby reducmg upfront

x

expenses for the retailer.

o Cross Dockmg The goods in mcommg dehvenes are drrectly put onto outbound
trucks without ever entering storage. The outbound goods may ‘be.going to

* customers ‘o fetail outlets and dismbutlon centers This techmque reduces
handling. and waréhouse i space. , : : 7

o Pick and Pack Process: The way a retaller fills ecommerce orders from the -
"o ' warehouse will mﬂuence efficiency, volume, error rate-and other. factors that
impact customer satlsfactlon and proﬁtablllty Methods include individual order
plckmg (each order filled oneat a nme), batch picking (gathenng multiples of
the same item at one time for different orders), wave ptckmg (ﬁllmg groups of
) similar orders at the same time) and zone picking (Wworkers pick only products
- _ Ain thelr assigned zone of the warehouse).”

¢ 3PL:-Some retailers"benefit: from outsourcing inventory handling and order
- - fulfiliment to thll‘d party logistics services. They can save the retailer money

L i

and scale more easily. . o I
" . £ .

Inventory Accounting Techniques for Retajlers w {

| Use one of these methods to-determine the cost of your inventory and goods sold for
accounting purposes. Both)techniques impact proﬁts taxes and the usefulness of ﬁnanc;ial :
reports. They are strictly for the accounting of physical mventory They do not requrre
you'to 1dent1fy and track the: age of eachitem sold. = - i

» & FirstIn, First Out (FIFO): This method assuries }{ou sell the oldest products
in your inventory first. This option-is the easiest to,understén::l and - use. This
‘technique 'tracks"tl}_e natural lifecycle of \g'oo‘ds: Retailers usually prefer to sell-
< older products first, before they spoil, become obsolete or lose value in'another
way. FIFO, the most popular choice for retailers, is thought tobe a rnore accurate :
. reflection of real busmess*condltlons than LIFO

¢ Last In, First Qut (LIFO): This technique assumes y'ou sell newer inventory
first. These’ goods often have a higher cost than oIdcr stock which reduces
stated profits and taxes. LIFO carries a risk of allowmg mventory to remain
¥ on the books mdeﬁmtely and become undervalued or ovérvalued relative to
market costs. LIFO accounting'is’ more: susceptible‘to manipulation, so it is

less trusted, ' :
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'_ Inventory Analysns and Forecastmg Methods for Reta;lers _

"_Re'eallers use techniques in this category to understand thelr performarice. For example,
they identify products.that sell best so they can prioritize them. Stores also use these
“to determine their return on 'inventory investment and estimiate the value of their stock.

ABC: ABC analyms divides lnventory into three groups:

.+ A s for.your most valuable products, typically the 20% of inventory that
“accounts for 80% of sales or profits.,

i

¢ B represents the greater number of mnd-range products that do not fitin | .

either A or C. . ¢

+, Cis for the largest number of products that sell the least or contnbute least
to proﬁtablllty

Retaxlers use this mformallon to improve how they manage—how much they

hold and their purchasing strategy——_mvemory in. each group. ABC analysis '

data can also guide marketing efforts and other strategie activities.

. FSN: This method which stands for fast, slow and non—movmg analysis,. is
similar to ABC in that. it categonzes mventory into three groups. Here, the
division focuses on sales velocnty (the speed at whichs you generate revenue).
fFast -moving items might be able to support price increases. Slmilarly, a store
owner might consider discontinuing non-m ovmg items. An onlirie retailer
could also organize a warehouse, so F products are-the easiest and fastest to
pick because they are closest to packmg stations and on the most accessible

shelves o - .

XYZ: Tlns technique : also sorts products according to vanablhty in. demand_ |

and’ dlﬁiculty in forecastmg sales. X products have steady demand, Y items
have strong vanablllty, and Z goods have erratic and hard to-predict demand.
Retailers can even combine the ABC and XYZ systerns to segment their
inventory for more precise ordering and stockmg practices. For example, your
reordering polnc1es for an AX product, wlnch is a strong contributor to your
bottom hne and has stcady demand, would llkely be quite dlfferent than for a
CZ product, whxch contnbutes least to your busmoss and faces unpredlctable

-+ demand.

Batch Tracking: The objective of tlns segmentatlon techmque is quality control.

This method groups goods into sets of products that were manufactured or

* processed together using the same raw materlals Retailers monitor information

about. products, such as expiration dates, place and dat¢ of manufacturing,
origin, recall status, defect rates and purchaser, by batch or lot, For example
a'grocery store chain wants to keep an eye on all the, milk expiration dates in

_its inventory. A paint retailer. would make sure that all the cans in a customer’s _
purchase came from the same lot to avoid shade: variation. Meanwhlle, some |’
~ goods such as medication heed an audlt trail. - ;
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' Gross Margin Return on Invest‘ment (GMROI): -This formula shows
retallers how much gross profit they. earn for.each dollar invested in
mventory Many stores look at this value by department The formula is:
Gross margin return on investment = gross margin’ / average inventory
cost

lnventory Turnover Rate: This calculation tells a retailer how many times it,
sells its entire stock of i Inventory in a-year, wh;ch is an’ 1nd1cator of ﬁnanaal
health and’ Ilqu1d1ty There are a few ways to ﬁgure this out. One is the'cost
of goods sold)’average inventory value. Calculate average mventory by addmg
the beginning and ending inventory values and dividing by two. The second
formula is the sales value/inventory value. Across all types of retail, inventory
tumover rates.average around eight. If your rate is higher or lower than your
peers or makes a-significant move, you may want to try inventory. turnover rate
optimization techniques. These include steps-such as being more aggressive
about putting items on sale and ordenng more or less of a‘product. Knowing
your turnover rate also helps you plan orders for long lead-time goods

Retail Inventory Method: This technique is a fast way to estimate the ending

‘inventory value.- Since ‘the result is an estimaté, the number is not usable for

financial statements, and you should confirm it agalnsl inventory counts. Follow

these steps: - _

+ First, get the cost-to-retail percentage (ihvéntory cost/retail price). .

+ Determine the cost of goods 'availabl_é for sale (cost of beginning inventory/
cost.of purchases). ' y C .

+ TFigure out the cost of salés. for the period (sal.'es X ¢ost-to-retail
pércentage).: ! ‘

;'« Calculate the ending invéntory (cost of goods available for sale — cost of
sales during the périod):

Retail Demand Forecasung' Use these techniques to predict how much your
customers will want to buy. This one is tricky; there are many qualitative and_
quantltatwe melhods Among.the common quantitative ‘methods are moving
avérage and time-series analysis—which take historical sales" and seasonality
into'account. Predictive analytics software can perform this kind of forecastmg
by mcorporatmg multiple methods. Having a good idea of demand can boost
proﬁtablllty by helping you determine staffing, purchasing needs and the optimal -
inventory to hold.

'u

| 2.4 Store Security and Maintenance =~ |

To operate a successful retatl buslness we need t create a secure environment — _ for

our customer, our employces and the store itself. Retail security includes many aspects:




N &
‘

keeping intruders out and keeping track of who comes in; _protecting merchandise from

-shoplifting and employee theft; responding to smoke; fire or Gther emergencies. Security — i
_ the word can bring to mind two diametricaily opposing images: blissful safety, or a world

of suspicion and fear. For ¢o-op retailers, security should conjure images of careful and
prudent protection of our member owners assets. All too often, co-ops jeopardize their
hard earned assets — cash, inventory, and equipmént — through either naivete or neglect.

As a retail store owner, you know it’s’important to ensure that your retail space is

safe for both customers to shop and employees to work. There are a variety of ways in "’ ,

which a workplace can become unsafe, including inattention to detail or inconsistent
floor checks that may lead to injury or illness. While the Occupational S;lfety and
Health: Admmxstratmn (OSHA) has safety recommendatlons for workplaces, your retail
store-is only as safe as you keep.it. There are a variety of factors to keep in mind when
evaluating the safety of your store.

Safety and Se’curity_Fgctor‘Cons_ideratipns in the Retail Store Design

The basic d‘esign thumb rules of designing any space stay the same: safety.and protection

should never be overlooked. Many a time, these factors are negated or given-second

place, depending upon the commercial utilization and wablllty of‘ that particular space.
These important factors should be taken into account right. from the ‘drawing board
phase of the demgn

Let’s take a. bnef look at some of the major areas of security conccm and evaluate

how.your store’s operation measures up to common standards. Remember: evén though '
your store is co-op, you are susceptible to theft. Experienced criminals as well as “first |

timers” may seé.you as an easy target. Don’t be caught off guard!

Fire Safety and Fire Hazards “

Flre safety refers to precautions that are taken to.prevent or reduce the llkehhood of a

fire that may | result in death, injury, or property damage, alert those in a structure to the |-

presence of an uncontrolled fire in the event one occurs, better enable those threatened

by a fire to survive in and evacuate from affected areas, or to reduce the damage caused |

by a fire. Fire safety measures'include those that are planned during the construction
ofa bulldmg or implemented in structures that are already standing, and those that are
taught to occupants of the building. _ A

Fire hazards ‘may be abundant in your retail store. Factors such as exposed wire

* from llghtmg or computers, open flames in a store display,. lmproper chemical storage

in a back room or combustible materials left near a heat source are major fire hazards
that could harm both employees and customers. To ensure you’re prepared for any fires

that may arise, always keep fire extinguishers in your store and make sure all employees
_ are trained in howto use them. Schedule routine fire extinguisher inspections to verify -
‘that they-function properly. '
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Ergonomics . _ T A .
Accordling t0 OSHA, etgononﬁcs is the sc.ience of magtcnmg your workplace requirements
to your employees’ ca'pahilities. Mismatching job requiremnents to capabilities can result
in employes injury or illness. For exampl_e,'if.-you hire a petite person to lift véry heavy
boxes for hours on end, _you may risk injury to your employee due to poor ergonomics.
OSHA’s examples of some common ergonomic risks include those jobs- ‘that ‘Tequire

| frequent or heavy lifting, prolonged ‘awkward postures of situations in which the room
1 temperature is very cold for a long’ tlme p

s -

Air Quality . !

‘Retail $tores often niay be located inside other buildings such as malls, with no 'window_s'
to opén in case the store needs to.be aired out. Without proper ventilatior, the airina
“retail store may begin to collect mold, fungus, bacteria or specific vapours from products

used. To keep air quality safe i in your retail store, the Retail, Wholesale and Department
Store Union recommends mstallmg a mechanical system that cyclés in fresh outdoor’
air and circulates it throughout your store, both in the' main floor area and i in any back

'l rooms. If a mechanical alr system is already in place, check to see that it is functlonmg

properly and hire a professmnal to, ﬁx it in case it stops working.

"Vlsual Inspection of Premises

[ Vlsually inspect your store’s premises consistently to ensure that no hazards are apparent.

These hazards may include uneven ﬂoonng, spills that could cause a customer or employee- '

“to slip and fall and misplaced boxes or other items on the floor that may cause Someone
- to trip and hurt' themselves Make, sure SplllS aré-mopped up immediately, and remove

clutter from your store’s floor. If you do not plan to be in the store every day, train your

managers about what to look for to keep your store 'S premises safe.

Where your retail store is located can determme what safety Mmeasures: you may
need to take in case a nat'ural disaster occurs. For example, if you are in a region where
earthquakes are common you may take special precautlons by not stackmg inventory high

.abdve your customers’ heads where it can fall with earth movement. If tomadoes occur
.in your area, be prepared with a plan that allows you to alert customers 1n1med1ately to .

any watches or warnings. If possible, have a safe sub-room: built below'ground where.
you, employees and any customers can wait out.imminent tornadoes. Keep safety kits

that include water and non-perishable food in case employees and customers are unable '

to leave your store aﬁer the natural disaster is over.

Crime o ,

' ' i

Whether you’ve experienced shoplifting or other types.of ctime in your store, or’if’

similar cnmes have happened at nearby retail stores, the safety of your customers and

.employees may be in penl if a ctime can oceur on your premlses Be prepared to mp
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g « crime'in the bud by taking measures that may include installing a security alarm system,  Retail Formats and

ol

setting up surveillance cameras in different parts of your store and hiring a security Operations
guard who can monitor your store during business hours.

nghtmg ’ . ‘:”-‘ ‘Notes: ,
= Low lighting may create the amblance you are lookmg for i in your retail store, but it “/" ¥
can lead to more accidents of crime. Poor lighting may make it easier for shophﬁers ol

steal goods w1thout being ¢learly seen. Customers or employecs also may have problems, .
seeing objects on the floor and could trip and fall as a result. Always keéep good hghtlng ' »
on throughout your store’s front end, and in stock rooms.

‘Employee Training _
-A: variety. of emcrgenc1es in your'store could require a first. ald)tramed employee to .
"handle. For example, if an employee cuts himself unpacking inventory, he may need to
- properly know how to clean and bandage the wound to avoid infection.’If, on the other
hand, a customer begms to choke o candy you’ve put at the front. regmter one of your
employees may save her life by administering the Heimlich' manoeuyvre and dislodging !
‘the candy from her throat. Hire a “firstaid professxonal to tram your employees in basic
o first aid, and always_ keep ﬁrst aid supplies on hand in case of émergency.

‘!

r )

2.5 Customer Service -

Customer service means building good relatlonshlps wnth your customers. Excellent
customer service would solve most if not all*thé challenges of the retail industry. Mt
would add a competitive advantage, increase customer loyalty and. brand awareness
and improve customer relationships: ’

v " Furthermore, good customer service would also increasé sales numbers and lower _ _ _
- marketing costs. Making them feel as “though. their customer: is 1mportant to you by .
creating a positive experience will ensure - they leave your store w1th a good impression.
This will theri lead to customer loyalty and-great ratings on social media. _ v

There are so many things that contribute to.a great in-store experieice such as
products, pricé and store environment etc. However, the customer service received is
what will-leave a lasting impression. - " g

For retail stores, it is asy to influence and monitor the servicé your-staff are
providing. Using Mystery ShopperslSecret Shoppers is a great way .of seeing how, |
‘you aré performing in many- areas and the shopper-does not only report on the service.
but also can report on the store and staff appearance etc. Mystery Shoppers play a
v1tal role by pretending to be ordinary customer while observing and determining |
vanous ‘factors that might require- nnprovement within the store environment and
the semce given. It is not a negative tool and does not only highlight areas where . '

training might be required ‘b‘ut also highlights when staff are doing.a great job. _ .

-
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Building a rapport with customers and displaying excellent knowledge -oﬁproducts and
services is a.great way to encourage additional sales:

The .customer experience begins as soon as they enter your store. *Initial

impressions are important which is why it is essential to have your store looking

great w1th merchandise easy.to locate and displayed appealingly. It is also important

that the staff are well presented and well groomed to give a great first i impression.

A warm welcome will make your customers feel like their custom is valued and this can
be enhanced by staff askmg an open-ended question such is “How is your ddy gomg""
or “What brings*you in today?” Building rapport and encouragmg a conversation is
a great way to get to know your customers and what their needs are. It'is too casy to
simply say “Can I' help you?” A customer can just say that they are happy. browsing.
However, by opening the conversation with a non-business line will be very beneficial,

When yon have opened the conversat:on with'a potential customer, it is then when staff
.should offer their assistance by askmg questlons to ascertain the customers needs. This

also shows that they have interest in the customer and will make them feel that the staff’

member really wants to help.

‘Showing customers merchantiise and explaining the features and benefits will
dispiay their product knowledge whlch is also important when trymg to secure a sale
Being enthiusiastic about what you are trying to sell with also prov1de more. encourage
fora purchase ! |

~ When a'salé is secured, it is then a greatidea to suggest add-ons or comphmentary
items. Add-ons selling is one of the most powerful tools any retail sales assistant can

“have. It does not only increase the sale but also allows customners to ‘discover things

they need and helps them get the most out of their purchases. This, in turn will increase
your customer satisfaction and encourage return visits,

Its lmportant for retail stores to-remember that the farewell is just as important as
the greeting, The farewell gives the lasting impression of a store and can be the influential
factor for a positive feeling when that customer thinks of you.

{ 2.6 Retail Industry: Structure and Trends

Ever since the unshackling of the Indian economy in i§92' the service sector is taking a
lead in driving the economy.. Retaxlmg has become an 1mportant wheel of India’s growth
engine. Today, after two decades of economic growth and development the retail sector
accounts for over 20 per cént of India’s GDP and prowdes employment.to more than .
10, per cent of the populatlon

Y

" The retail landscape in India has undergone a tremendous change. Historically,

. large part of retail was in the unorganized sector. But over the years there has been a

distinct movement towards the organized way of retallmg (as evinced in most dynamlc
and emerging-sectors worldwide) with several players who have entered the fray. As
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this is-an industry that requires heavy initial investrients in infrastructure, supply chain,  Retail Formats and
. technologies and inventories, and break even has a longer gestation period, most players . Operations
have not yet seen profitability. But the future does seem to be promising. -

" The markets are growing because India has 2 large youthful working population with Notes.
a median age of 24 years. In urban areas, most families are nuclear and the percentage, :
of working women has increased. Furthermore, economic and regulatory policies are
‘becoming more favourable for the retail industry. "India;s booining IT. sector is also
creating technological innovation for facilitating operations in this sector. Modern retail
has captured the imagination of Indians as cable/satellite telewsmn through thelr lifestyle |
channels, have ignited the passion for modem retail. Thls has farther been fuelled by |~
real estate companies devéloping huge malls, large sprawling shopping centres and
huge complexes which offer almost all kinds of enter_tainmqht-aod shopping and dining. . -
experiences under one roof. ' - ' ' \ \

In fact, customer buying behawour of the new generatlon of Indians has altered -
the complexlon of shopping in terms of formats and experience. Retail i in India is today
at an 1nﬂexion point where growth of orgamzed retailing is. coupled W1th growth in
_consumptlon. These twin rackets are propellmg the growth of the industry to hitherto
unattained otbits. But one should be réalistic about this growth story. It is important to’
lesm from the experlence of developed markets like the US and other G8 countnes and-
re-look at structural issues such as:

» 11, Consumer behaviour |
12, Physical infrastructure
13 ' Existence of efficient supply chain mechanism
14. Trained manpower '
15. - Technologlcal ‘changes
16. Societal 1mpacts _
Careful callbratlon of these parameters can help guide the ﬁ.lture of retall in lndla

2.7. High Provision and Markét Saturation

The concept of ‘high level of retail prov1s1on means that customers have a large

number of choices in terms of retail ontlets from where they can make purchase goods.

Classically, a.‘retail provision’ is a measure of density of retail outlets available per

_capita of population, in a well-defined and measurable geographical area. It is a metri¢

which looks into the phenomenon of market saturation. However, the advent.of non-

physncal retailing or e-tailing, the ttadltlonal way of computing ‘retail prowswn does -
not provide a very accurate index. e v

Inthe ‘matured and developed markets of G8 countnes, ih most product categones

retail provision is high; with multlple choices for the customer. In UK, for. example it
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_retail provision situation,are:

M . b . ’
is estlmated that for-every, shopper thete is.a retail provision of two squa.re meters: In

Irldla, because of the sheer size of its pOpuIatlon and relatwely less'real estate under the
organized retailing segment, retail prowsron is not even close to'the ﬁgures prevalent

in the West. However in certaln geographlcal areas,,such as the famous Mall- Mlle at

v, R

MG Road, I . PR,
, Qurgaon, retail provmon is quite high. In fact, for certain products aml services

_categories a saturation point seems to have -been reached.

(A state of high retail provision:and saturation is usually charactensed by a highly
competitive market scenario where players use manifold tactics to:gain market share.
Th'ese techniques (to attract customers) are a combination of, both, price and non-price
orientation. Some of the ways in which retailers can try to gamer market share in a high

1. Bea ‘price warrior’. Under cut competitors on the price at which merchandise is.

offered. ) ‘
2. Attract bargain hunters, These are the variety of customers who look for basement -
bargains for évery product. ~ ’ R

3. Bea leader in customer services. Enthral the cusiomer by shicer servnce expenence

4. Offer an aluring shopping environment, Offer air-conditioned env1ronments :

hygienically maintained areas, and espec1ally in India, 1he oase of vehrcle parkmg

5. Provide an enticing product mix..Offer.a more relevant mix of products based on
social, demographic pattern of a particular trading zone. ~

6. Offer more flexibility:Introduce late night shopping, early morning shopplng, better
credit terms; free-home delivery, etc:. ‘

In a classical competltwe theory,. competmon in'the market'place generally leads

-

1o new ideas and innovations. This is because competitors strive for a,largér share of
the customer’s wallet by infiovative approaches. But there is a downside as well.-In a
_ matured market mnovatlon sometimes gets stymied because competing organlzatrons

reach equilibrium i in the market place which is difficult to dislodge. -

2.8 Concentration Aspects of Retailing, : _" .

Another mterestmg facet of a retail market is. called: concentratlon This is ‘paranteter
whereby retail COncentration level is defined by the phenoména where a small number

of compemlve outlets share a very large percentage of sales. This is a concept borrowed
.ﬁ'orn chemlslry, which measures strength of an acid or a solution. In classical terms; both,

mon(:polrshc and ohgopohshc markets canbe termed as highly.concéntrated. However
‘it is difficult to find such market structures in the retail sector. «

Concentrdtlon can clearly be seen in the rnerchandlsmg verticals of the GS countries.
For exaniple, the grocery sector m UK, where,? companies have a market share of 75
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; _ per cent amongst themselves, and the discount store market in the US where 80 per cent  Retail Formats and
market share is:garnered by 6 large companies. In India, even though the: organized Operations
sector is.in its nascent stages, the forces of market eoncentranon_,are visible. There is

-

a reasonable amount of market upheaval which'has led to closing down of some retail Not.
otes

chains such as Subhiksha. Some mergers and acquisitions | have also taken place. A recent

example is the- acqulsmon of Vishal Mega Mart. However -in- the foreseeable future,

concentration is likely to happen in the departmental stores, electncal appliances and
- branded apparel categones . £,

The jury s still out on whether mdustry concentratlon brtr;gs -advantages or |-
dasadvantages to the customers. The potential advantage, due to- economy of scale and
larger expertise in a patttcular category can result in lower- pnces for the customers On
the downside, smailer retail orgamzatlons get wiped out in this process of concentration.
Also,"a combmatlon of high provision and market satumtlon tend to kill innovation
among the predommant ‘retailers, as they have no mcentlve to mnovate The followmg

sections elabourate on.these aspects L

" Imminent Demlse of the Independent Retailer

i One biggest downside of market dominance by few retailers is that smaller mdependent ! .
; spec1a11ty stores get wiped out. This is obvious as the price levels ‘and the variety
| of merchandise mix offered at the larger’ stores is not possible at the. smaller-stores.
| - Sométimes, this leads to soctal upheavals and imbalances, especnally, m smaller towns |-
and rural areas. ThlS pheriomenon led to closure of Rellance Stores in s state of Uttar |,
Pradesh There have been studies which have shown that opening of superstores in such
locatlons have led to closure of independent retailers. This leads to a negative impact |}
t where relanvely less moblle semi-urban and rural community members are deprived -
of local shops Whlch also serve as thelr soctahzatlon hubs. However; currently, this
-phenomenon is not parncularly v151ble in India, as retatl penetration | has not reached
v rural markets to that extent. : . S E - v

-

Y

Y Prlce Cartels '

-Classn:al wisdom shows that as markets become ollgopohsnc there is a tendency for

| cartelization. This implies that the smaller competitors who afe left to fend for themselves
in.a highly concentratedmarket may.enter into arrangements .with ‘each; other to'keep

prices inflated. At this juncture, becoming pnce warriors,in ‘not in their interest as it’ .
undermines their ability to generate higher proﬁts This certatnly is not'in.the interest.

of the consumers. Even though one cannot wish away cartels they have been around

.+ historically. The Government of India did bring out regnlattons under the Competmon SR e

. Act 2002 wherei; such cartels started coming-under the scrutiny. of the Competition

Commission of India. -

| 1 ' . ' .
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Lack of Innovation - ' oo
Another downside 6f a concentrated and saturated retail market is the barrier of entry
for new rétailers to join the -fray. One major reason for this is that store properties in

prime locations are occupied by dominant retailers based on long leases or actually

ownership. Over the years, because of their dominance, a sense of. éluggishne’ss creeps
in and they tend to operate at less than optimum standards-and space utilization is- also

often less productive. This means that excmng, new generation retail compames find it
" difficult to gain a toe hold in ptime business spaces and high streets, such as Connaught

| ‘Place (CP), one of the high streets of New Delhi, where the samé set of retailers ¢an

be seen since the last 50 years! Many of them definitely lack innovatioh and new ways

‘of reta;lmg Most of them continue to. survive because they occupy-prime space and

customers in the vicinity often have no alternative opt:ons But sometimes, such non-
innovative retailers get shocked by competition when a nimble player enters a newly

I developed or redeveloped centre close by: But this i is not necessanly the ‘case in India
| as there'is an abundant supply of premium retail space coming up through development
' ~of.malls in new and accessible areas of.the city. A case in point is the development-
| of “Select. Citywalk’ shopping mall at Saket in New Delh1 which now has metro, rall

. connectivity as well.-

b 29 ])iversity in -Retailing_.-

The retail 'indostry has always been-a proponent of cliversily Formats are diverse,

1 2.10 A'doption of New Technology

| ranging from Mom and Pop shops to-friendly nelghbourhood stores to specialist

outlets to large supermarkets or hyper markets. There is no’ cookle cutter’ approach to
success in retailing. There have been examples of successful retarl businesses run by a
single person as well as thosé run by multinational corporatlons employmg thousands

of people. The nature of the segment is such that it is possible, even in concentrated

sectors dominated by farge organizations, that a nimble i innovative player can exploit a-
strategic gap to find opportunities to clevelop retail business. Orie' such example is the
organic food market- or market opporiumnes tinder, the' ‘fair trade’.label. Today, with
intermet technology commg into dominance a new element of diversity has-also been

1 added - e-tallmg or online retallmg

) ' -

The adoption of technology in the retail industry has been rapid. The mzlin driving
force for this is that teehnology allows retailers to reduce costs.and improve cusfomer
services. Barcodes and barcode scanners have revolutionalized customer service in terms

‘of reducing the merchandise checkout time drastically. A recent example is development

of e-commerce in, both ‘B2B (Business to Business) and B2C (Busmess to Customers)
ségments, which has tremendously enhanced the efficiency of supply cham management:

A
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2.11 Retail Ownership

One way of making a distinction between different types of rétailers is by looking at the |
organization in terms of ownership and control. Most retail organizations can be placed

- Another disruptive technological innovation’is internet-based retailing which is
storming the bastions of traditional brick and mortar retailers. This i in tum has led to

Retail Formats and
Operations

development of web-enabled technologies by large retailers in hybnid formats leading

to what is now termed as *brick and click’ methodology. -

Technological developments that are underway are the integratior of electronic
appliances with retailers. A new technology being built by Toshiba is termed as ‘Smart
Refrigerator’. In a pilot of this project in Japan, inventory of food products as they enter
and leave the smart refrigerator is being monitored by retallers and as soon as quanhtzes
of bread, butter, etc., get diminished, a replenishment order arrives at the custorn.er $

doorstep. All this has been made. possible by the magic of internet technology and

embedded digital electronics.

All said and done, still there is nothmg to beat the excitement and pleasure of '

shopping in the real world. This is because of the monotony of spending so many hours
on-a computer screen and mobile phones, Customers m_eed some FQ (Fun Quotient)!
Therefore, in the foreseeable future, physical retailing is definitely still going to be around.

HaiEen

_into one of four categories — the independent retailer, the small multiple retailer, the

large multiple retailer and the retail conglomerate. Other forms of ownership include -
Franchise, Dealership, and Network Marketing.

-2.12  The Independent Retailer

An.independent retailer is-a small scale retail organization owned and managed by
private individuals, with a network of less than 10 branch stores. Many independents
are.sole traders, or family-run business operatlon out- of a single site. The store may

offer a specialized product range, such as a butcher or a greengrocer or a wide variety

of product items as in a village store. They c;m be located almost anywhere; 'fmrn single
sites to shopping centers, and while the majority of independent retailers operate out of
physically small stores, there are still-a number of independent department store business
in Edinburgh, which is run by the descendents of James Kennedy who managed the
business in 1881, same holds true of Chandni Chowk and Sadar Bazar-in Old Delhi

where families still run retail business which were started in mid 1800's.

Independent retailers are often run by entrepreneurs who prefer to, work for {
"themselves and would: feel vulnerable in adverse tradiri'g conditions because they do

not have the financial support of a large organization. At one time independent retailers

" accounted for the ‘greatest section of retailers operating in\any market sector in the

U!(, however many have found it impossible to implement s’i}rviva'l ‘strategies, such as

reoriented product ranges or niche marketing.
\
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'n'-‘\-

Self Learning Material

37




L

atd

Retail Management

[

. Notes

3

"."-‘ I "
- v

" . .
§ .

213" The Multiple Retailers , ; | S

Most«‘hlgh -street’ retailers fall into; the category, of the multiple retailer, which-is the

térm apphed 10 retail organizations . that have a central operational headquarters and a
| collection of branch stores under common ownership. Most, although by no.means ail, < -
muitiple retailers are publlc limited ¢ companles and are therefore owned by a collection ;:
of shareholders to whom the directors of the comparies are reepons:ble. Private multiple .
retailér% are sometimes. family'—oi;rned and run businesses, and allowfor a greater
degree | of personal operational control than in a publicly owned business. The s sme of
the business will be'related to the number of branch stores and the size of those stores. .
A small multiple retailer is one which runs between 10 and 50 stores, after which is ~
termed a large 1 retaaler . o '

The multiple retaller isa term that can only be applied to store based retailers, or
to the store-based retailers, or to the store- side of the business, and therefore this term
may lose its meaning in the futuré as more retailers become multi-format orgamzatlons
| Nevertheless, the multiple retailer has been the success story of UK retailing in the later
| part.of the twentieth centry, resulting in a concentrated industry.dominated 'by‘lfixg_e
and powerful corporate entities. Another term that is often used for a multiple retailer

is a ‘chain store’, - 3 - = ‘

|-2.14. Voluntary Retail Group

One way in which independent retailers have-—beep-able to ﬁgﬁt_ again'ét the might of
:| the multiple retailer is by becoming a member of a voluntary retail group. ‘Such groups
opei'ate in a variety of ways, but the main Objective is to gain some of the buying power
advautages of multiple retailers by collatmg orders from a number of mdependenf
- retallers and negotiating with supplxers through a central buymg orgamzanon Members
pay a subscnptlon that may: also oover the’ prowsmn of addltlonal retail services such
| as marketing and trammg Some voluntary groups have a strong brand identity brought
about by the requlremem of membe:fs to trade under a common fascia and to. stock 8,

"

v range of own-label products. W ¢

2.15 ‘The RetailConglome‘rate

As retailers become" mcreasmg!y powerﬁxl corporatlons, there has been 2 growmg
amount of financial organizational activity in term of mergers, takeovers alhances and”
: ]01111: ventures. In many cases companies have been amalgamated under one retail brand k¥
but in others separate brands or fascias have been retained with the holdmg company
trading as separate 1dentlty, giving rise’to the retail conglomerate:
Arecent high—p'roﬁle retail acquisition in the UK was the Wal-Mart ASDA takeover
in 1999. A key strategic decision will be whether Wal Mart should retail the ASDA brand
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) indefinitely and exclusively in the UK, and the extent to which the UK customer should |

be introduced to the Wal-Mart retail brand: « ’ . - -

2.16 - Frauchises in Retailing' ¢

T, 4

Franchises are operated on.the basis' of an agreement between two separate business

* organizations. One (the franchiser) provides a product and/or & “retail. format; whilst the

other provides the means by which an outlet is run. The franchlsee provides the human

resources and thé ﬁnance required for the premises, is responmble for the operations .

management of the outletand pays a royalty to the central organization. The problem with

this type of organization is that the issue of ownership and control is often the cause of
- disputes between franchlser and franchisee. However it does prov1dc amethod by which .
retailers can expand a successful formula very fast wnhout the need for high levels of ‘

investment, and it offers outlet managers more autonomy as they are essennally Tunning
their own business. Franchlsmg was used extensively in the 19805 by retallers such as
Body Shop and Tie Rack o expand both domesueally and internationally, although both

of these companies have bought back a number of their. franchised outlets in order to.
facilitate modernization programmes. Franchising is succeesfully used in"the runmng f
of multiple food retaitcrs such as McDonald’s, Pizza Hut and Costa. Coffee..In Indla '
successful Franchises have been NIIT, APT_ECH in it education, Café Coffee Day and.

Barista in Coffee Bar segments. "

217 Co-operative Retailers.

The begmmngs of co- operauve retailing in the UK can ‘be trdced back to 1844 when a
group of men known as the ‘Rochdale Pioncers’ began a trade in grocery produce based

- “on the ‘new’ principles of fair priees for reliable quality goods. A cooperative is managed
.on the basis that the customers of a business are also the owners of the business. Each

customer is entitled to become a member of;the co-operative society, thereby receiving

in the UK reached i its heyday between the world wars, when the co- operative movement. |

accounted for 11 per cent of total retail sales and a quarter. of the grocery trade: But-the
fragmented organizational structure has prevented. t:mely réactions to changes in the
retail environment. Also, the co: -operative retail movement has hterally been left behind
in' the face of strong competition. In some European countries, however, co-operative
‘retailers emerged as leading playets. In Swltzer!and for example the dominant retail
concern, Mlgros is run on the basis of a 12-région co operative structure which includes
hypermarkets, large and small supermarkets, and specialist stores in a’ number of non-

food sectors. ' . N
_ .

Many large retail organizational have grown using a~par1_ié}ular retail format. The

particular format.used, to a cérfain extent, can be considered to be part of a successful

AL
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: Store-based Formats

strategy. for that retailer, and- by -adopting a successﬁxi.fdnnet and repeating it-on a-
. geographical spread, the retailer obtains economies of scale, efficiency and a strong
identity. Therefore, an understanding of the different retail formats used is important__

for gaining an.understanding of a successful retail strategy.

]

' Even. though stores are 1ncreasmgly under threat from more recent retail format

developments they are still responSIbIe for the major part ¢ of the retail trade, and so the

. dlﬁ‘erent types of stores will be discussed.

‘Department Stores

| Department storés are the oldest form of large stores. This format emerged in the early

nineteerith century as a way of oﬁ‘ering_ a collection of personal and home furnishings
goods under one roof to the increasingly discriminating and affluent Victorian middie-class
cuétomero. They are still a-powerful presence in today’s retailing-landscape, providing
the focus for shopping centers around the world. A department store is a multi-levél store
(at one time six or seven stories were common, but today there tend to be from two to

three stories) which are split up into clearly defined areas or departments according to .
-product category. Any-d_epartment stores offers width and depth in the product range so

that almost every shopping need can be met, but other department stores concentrate
on fewer (Table 2.1) categorieg. and aim to offer a great chéice within those categories.

Department stores in principal cities around the world are not only retaifers; they
also act as tourist attractions and sources of: entertamment Table 2.1 lists some of the

famous stores around the world.

*  Table2:1 '
World’s Top Shops 2005
® :Top Bookshop: Harvard Book Store -

- o Top Cashmere: Loro Piana
¢ Top Cheese: Murray’s Cheese )
¢ Top Chocolate: Jacques Torres Chocolate Haven
s, Top Crystal: Waterford Crystal Visitor Centre
s Top Department Store: Harrods
e Top Duty-Free Shopping: Dubai
¢ Top Furs: J. Mendel e
‘e Top Golf Clothes: Pringle of Scotland
e Top Jeweler Llf? of Circle

e Lifestyle Store Ralph Lauren

e -
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e Top Lingerie: La Perla v
) Top': Picnic Supplies; Forjcﬁum & Mason

® IQﬁ-Sﬁoes fMen):..]bhﬁ Lobb _

. Top Shoes (Women): Manolo Blahnik

e Top Shotguns: Purdey

I e Top 'Spé_rting Goods: Orvis

e Top Stationery%Cas;;eg}ain

¢ Top Tailor: Anderson & Sheppard

e Top Textiles: Soma Shop . )
e Top Tics: Hermes ' |

o Top Tobacconists: James J. Fox and Robert Lewis

‘s Top Toys: FAO Schwarz

» Top Wine Shop’ Berry, Bros..&-Rudd L g

Source: Forbes.com ‘_
i

Départment stores have recently been through some revival. In the 1980s, many

traditional stores found they were faced with stiff competition from increasingly
sophisticated retail offerings from a growing list of specialist stores, particularly in fashion,

their most important product classification. Many department stores were suffering from- |

outdated shop-fits and. ineffective operations and.§ystems that gave an old-fashioned
image. During the 1990s, leisure shopping and a fashion trend that fgvo'med deﬁs‘ignér
branded goods lielped the department store sector back onto its feet, and towards the
end of the 1990s, a number of department stores went trhough regior;al.expansion.

Variety Stores

A %

Variety stores emerged as a store concept at the tarn of the twentieth century, when
Woolworths, an American store chain, opened their first store in the UK. It is the format

traditionally used by Marks and Spencer and British Home Stores (éHS), and is a‘tried |

Fl

and tested formula. Variety stores’ are so named because they offer a large variety of
goods under one roof, including both food and non-food items.

y o Cy gl .
In terms of describing large stores; the boundaries of definition are becoming

-increasingly blurred. Some variety stores like the larger Marks and Spencer stores are

becoming very much like department stores, as.increased gpak:e allows the width and
depth of the product range to be.expanded. In contrast, some department stores traded
down as a survival strategy in -the.lat(_: 1980s and early 1990s, leading to the e}(olutiqn
of the ‘discount department store’. This format combines the product and brand choice
of the department store with-the low price orientation of the variety store, with service
level and store environment lying somewhere in between. ’

Retail Formats and
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- Category Killers

~Convenience Stores (C._astores)

." processmg and petrol: =

Specialist Stores
Althou‘gh'sorlle departmient stores rr_mght be'considered specialist stores because of the
restricted product range (for example: Harvey Nichols) or the customer market that they

target (for example Harrods) most specialist stores are smaller, in line with the 51ze of
the product range oﬂered The majority of stores found in. shoppmg centres or central

retail areas are specialist stores due to, thc d1st1ngulshmg feature of one ‘product area

dominating the retail offer. However, a store that targets a narrowly defined customer

“market segment such as the left Hand Shop in Soho;.Londdn, can also be described as

a specialist store. . e »

Again, example of a successful retailer who does not fit neatly into the-defined
terms, can be found. Lilywhites i isa large, multi-level store’that spécializes in sports

. goods but Has a store envu‘onment that is reminiscent of @ department store. Planet

Orgamc is a supermarket that only stocks organic foods, so this-retailer crosses the
boundary between a spgcialist stofe and a supermarket.

‘Specialist retailers are not restricted t 'the sellingof products; many speciality

| outlets offer service products to corisumers Examples include fast-food outlets, cafes and
- restaurants, banks and bulldmg societies, repair centers and dry cleaners, hatr salons nail

bars and beauty salons. Boots, for example has tried specnahst services such as chlropody,
dental and personal health care, facials, manicures and hair removal i ifl its larger outlets;

'to complemcnt its already. estabhshed ser\ncc offer in the Boots Opticians chain..

The term ‘categ‘ory killer’ -whjch'originated it the USA; describes the lafge specialist

- product range is geared to a restricted merchandlsc area, but the large sme of store allows

a very extensive selection within that class1ﬁcanon ‘Comet, PC World, Toys RUs, II(EA

“B&Q, Petsmart and Staples’ are all examples of this type of retailer. The stores are based
| on'a-one-level format and thé econoriies' of scale and inexpensive-locations allow a

value drwen price.offer. Many of the stores offer goods that satisfy complex needs (for

" example a computer or a cdrpet), and therefore specialist help is usually available, but )

the service orlentatlon is relatlvely low.

Y,

¥ ! -

As yet, no official definition of a convenience store has been established although the~
following cntena generally apply to this format: selfiservice, 1 ,000-3,000 sq ft scllmg
area, parking facilities, open 7 days a week for long hours, a wide range of.goods, but

limited brand choice, including groceries, CTN (confectionary, tobacco and newspaper)

.products, toiletries, OTC'(over-the -couriter) medicines, alcohol and stationery. Other

products and services that mlght be offered are take-away foods, toys, video hire, film

P
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_ Superm:a'rkets, Superstores and Hypermarkets
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It makes a distinction that small, local supermarkets which only open during normal
shopping hiours are fiot C-stores, but the term could include a local ‘corner’ shop, a petrol
forecourt shop, a shop at atravel terminal, as well as a clearly deﬁned convenience store
on a major route (such as Six 10, or Apnastore). The convenience storé Concept has
been the saviour of many small retail businesses who have seen: therr trade taken away.
by large grocery orientated multi-outlet retailers. By adapting to provrde an emergency,
impulse purchase and top-up service, many-small retailers Have found a hvmg with a
product range that is.reoriented towards convenience.

[3

Supermarkets, a store concept imported from the USA in the twentieth century, have
been a highly successful retail format. The real advantage that the supermarket offered
the Customer was self-semce, and therefore a much faster method of shopping. Instead
of requesting products over a counter, the supermarket allowed the customer to get
involved with the product pnor to'purchase: The ability to peruse the product offering,

. try new products and unpulse purchase, appealed to the mcreasmgly affluent postwar

customer. In-addition, the space‘and labour-saving factors allowed retailers to offer a
wider choice of product at lower prices. The supermarket was therefore quickly adopted
as the principal method for acquiring ‘every day goods’. Supermarkets now dominate

.the retail 1ndustry, they haveé grown into superstores; offering more and more products,
adapting changes to, provide the most convenient method of shopping for the majority |

of household goods for the majority of households.
Supermarkets, superstores and hypermarkets can be considered in the same ‘family’
of retail-format, in-that the stores are self-service, usually on:one. level and laid out in

-a functional grld pattern of aisles and shelving, Supermarkets are the.smaller variant,

usually located in a town centre or neighbourhood locatton, witha product range ihat
concentrates on food and household consumables. Superstores.are 25 000 square feet

Retail Formats and
Operations

=

Notes

(approxrmately 8,000 square meters) or:more, are usually in an edge or. out-of-town, t

location; and they have,an extended product range featurmg product categories such
as clothmg, home furnishing and home entertainment goods (for example ASDA and —
Casino). A hypenna:ket is a huge retail outlet (over 50,000.square feet) in a out-of-town
location, which offers an extensive range of products with the proportion of non-food
items being greater than a superstore (a hypermarket is typically 60 per cent-non-food).
Carrefour for examiple, sells car tyres and bicycles in their hypermarkets in France and
Spain. . . )
b ’ , .

Warehouse Clubs v -
A warehouse club is'a retail outlet that stocks a limited range of grocery and household

roducts some home-oriented goods and some clothing products (usually 3, 000-4, 000.

product lines). The distinguishing ‘feature of a-warehouse ¢lub is that you have to become
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.a member to shop there. Prices are low, and the store environment is extremely basic.
Most warehouse clubs operate in a similar way to a cash'and carry outlét in that the
goods have to purchased in larger quantities, but some (for example Costco), allow

-

customers to purchase smaller quantities of some lines.

Catalogue Shops - =

The. best-known examples of catalogue shops (sometimes referred to as catalogue
showrooms) in the UK are Argos and Index. These are the store-based outlets for the
product ranges of catalogue retailers Argos and Littlewoods. Very little product is
dlsplayed in the outlet in comparison to the range as a whole, but the catalogues are
available for customers to browse through if they wish to. Having specified the product
and made a paymient, the éustomer waits for a short time while the product is retrieved

“from a stockroom attached to the ‘showrcom’ or store front, 'If the customer wishes,

they can arrange for the product to be delivered to their home. In-today’s era of flexible

» shoppmg methods, the catalogue shop is a cost-effective way of providing a ‘high-street’

outlet. The format, however, introduces some problems in terms of product interaction

and display, because of the reliance on the catalogue for representation rather than ‘real’

products.

"

Discount Stores

Deﬁnmg a discount store lS not an easy task because the key charactenstlc is the price
of the merchandlse Whlch is subject.to individual customer perceptions. However,
there has been a growing interest in the ‘discounter” approach to retailing, fueled by its
popularity in the USA. A discount store is a retailer that sells merchandise ‘at a price
level that is lower than ‘typical high-street stores’. A discountet uses an everyday low
pricing policy, where prices remain cons‘taﬁtly low, rather than a hi gh-low pricing policy
{Arhere-prices only drop'at promotion times.

Discount stores are sometimes un on the basis of a product range geared by’

. opportunistic buys by the retailer, or they have planned ranges, sold with an unusually

low profit margin. Discount stores can be small, such as Pound stretcher in the UK, or
they may be large departmental stores, like T. J. Hughes or T. K. Maxx, whilst some of
the most well-known discounters are supermarkets, for example Aldi, Netto and Lid!.
Discount stores can be extremely minimal in terms of store environment and service,
but a synthesis of the discounter and the specialist chain store has emerged in the form
of the value retailer, who combines carefully planned product ranges, good service and
store layout with an-everyday low pricing policy, Examples of emerging strong players
who have adopted this type of format are Reliance," West Side, Trent and Raymond’s
in the clothing sector.

Fa_ctory Outlets

A close relative of the discount store iz the factory outlet. Factory outlet retailers
offer customers a range of seconds-quality. and/or previous season’s goods. It gives
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manufacturers and retailers an opportunity to sell off unwanted. merchandise without
‘damaging the image of the main product or retail brand, and allows accesmblllty to
customers who- ‘might not normally be able to afford the brands, or Who are. motwated

by bargams Factory outlet may be single-site retailers, or they may be located on‘one
of the growing number of factory outlet villages.

Charity Shops
-Charity shops are usually run on the basis of selling stock that has been donated, although

some, for example Oxfam, also have a range of spec1ﬁcally sourced products. Charity |

shops are often located in the ‘quieter’ areas of major cities or towns, or in smaller town
or local precincts. The charity retail sector has grown con51derably. over the last decade
or so with the more ‘professional” approach to organization and outlet operation adopted.

2.19  Non-Store Formats

. The opportunities for consumers to purchase products using'a fethod that does not
include a store at all have increased dramatically in recent years: In particular, growth'

“has been significant in direct mail retaxlmg and internet retailing. The great opportunity |

is to offer the consumer a higher level of convenienée in the shopping process, in that’
shopping can be done at home, or in the case of internet. shopping, from the office or
via a handheld device.

Mail Order

A

Mail order retailers rely on printed media as the basis for their. format. Catalogues are |
sent to consumers who order from the catalogue either by telephone, by post oronline. In

agency mail order, the consumer is offered the chance to order on behalf of friends and |
family, and to obtain a comxmssmn those sales, but mcreasmgly catalogues are isSued
on a direct basis whereby customers SImpIy order for themselves and their families. In
UK there are a small numbcr of large playérs who dominate the catalogue retail sector
) The rest of the. mall order sector is madq up of an 1ncreasmgly wide variety of
specialist retailers who issue smaller catalogues to consumers via ihe'postal system,
or. as enclosures with other publications. Mail order also includes printed media-based
advertisements that rely on consumer response for the transaction to be completed.

18
H

Direct Selling

DH‘CCt seIlmg is the term used to descnbe one-to-onie proactwe offers from producers to
consumcrs and may take the form of dlrect malllng (to individuat consumers), telesales,:
.and personal retailing. It would also include any approaches made to individual consumers
via the internet. Direct mail is increasingly bemg used as’ part of a direct marketing
strategy that builds on one-to-one relationships Between. goods and semce sellers ‘and
their database captured customers.
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Personal Retailing ' ' ‘

Personal approaches are perhaps the oldest form of reta:hng, grounded in the activity, of
the ‘peddlers’ who travelled from house to house with their wares. Dopr-t_o-door selling

is rarely seen nowadays, but more organized approaches to direct sel_liﬁg have emerged:

The party-plan formula is one example of this type of retailing, u}'sed'successﬁilly by
companies such as Bettaware, Vie and Anh Summers: Another éxample is pyramid selling,.
used famously by Amway cleaning products where sellers not only-earn commission
on sales, but also on the people they persuade to join the orgamz:at:on

L}

Technology-based Retallmg

- | Like'most aspects of life, retailing is heavnly influenced by technologicat developments
‘The ways in which technology has changed retail operations are discussed i in a later

retail technology unit, but these are’ generally: concerned with the. lmprovement of
the service that traditional retail formats can offer-to the customer. The issue that is
currentijz uppermost in every retailer’s mind is the irﬁpgct that technology is having on
the shopping process i'tsqlf. We are beginning to expeﬁence a fundamental change in

_the way in which-we shop, and this change is beinig driven by technology.
. 1 [ :

Vending. ‘ _ ‘

§ 3
The oldest form of technology-based retailing is vending. Vendmg machines first appeared
in the USA in the 18805 selling gum to'New York City travelers.and have since grown

increasingly sophisticated as technology has improved..In 2005, vending accounted for

over £1 billion of retail sales with clothing items (hosiery and jeans) being added to the
growing list of convenience products sold in ghis_mann'er.- ' )

+

Telesales

w

. i
Afother well-established method of retailing that is based on the appiication of technology
is telesalés, where product offerings are-made by a personal telephone call from a
seller to a consumer.. Regarded by. many as’intrusive, telesales has a.further, serious
disadvantage of not being able to provide any product representation,-and therefore its

"usefulness in‘many product citegories is extremely limited. However; the telephone is

a common method of consumer response to non-store retail offerings and so with call
centers playing an incrédsingly major part in many retail transactions, the telephone’is
an important part of both inward and putbéund'communica"tioﬁs_ between customers’
and rétailers. ST P

L4

TV Shopping : }

The earliest forin of shopping via the television was By means of information _provider W

networks such as Ceefax in the:UK. ‘This method of Tetailing suffers from the same’

product-presentation drawback as telesales, but has been useful for services retailing
v . o . » \

1




¥

): E [N
¥

J(travel, entertaifiment, insurance) when the product 1S 1ntang1ble, information based and
‘the price offer is variable. More recent TV shoppmg developments have used the three-
d1mcnsrona1 visual rcpresentanon abilities of a screen image to provide a dynamism to
the-print-based 1 retail offerings, first in the form of. vldeos ‘and soon after in the form

of a shopping channel, QVC, which was launched in 1983. One of the dlfﬁcultles of
programmed retail offerings is the need to provide the consumer with the, opponumty 0,
skip through uriwanted product categories, and so interactive scrcen-bascd retailing is the |

most likely retailing format to offer. the potentlal customer cverythmg that is necessary

to emulate the ‘usual shoppmg experlencc The conversron 0 dlgltal TV and broadband
internet servxces -will greatly facﬂltate the adoptlon of interactive TV shopping.

. lnternet'Retailmg ®

Asa sophlstlcated and mteractwc medlum the internet accessed by personal computer is
showing every sign'of bemg acceptedasa mamstrcam shopping mode by an mcreasmgly
computer-llterate society. Using the internet to access mformatlon has been accepted as
part of everyday life for many sectors of society, and in the process of shopping it has
become very useful to customers as'a way of accumulatmg information about retailers’

product and service offerings in a relatively-fast. and convemém rhanner. As a way of

-accessing- specrahst retailers that might be geographlcally remote from consumers,

the internet provides a channel of discovery for the consutner, and"a way of provrdmg
home shopping services for a wider target market for the retailer. The internet is also
an efficient home shopping device, enabhng the less.mobile consumers to order and
take delivery of routinely purchased items such as basic groccnes and household items.

Irrespcctwe of the way we access the e-retailer, whether it is via the PC, the

, moblle phone or the hand-held personal .organizer, COnsumMers mcrcasmgly expect

refail organizations to be able to offcr flexibility in-terms of information gathermg (to

;supplement pre-sale shopping), purchase transactlon, and taking delivery of the product '

or service (post-sale activity). By using- a number of different retail formats retail
businesses aré better able to allow consumers this flexibility. Most large retailefs in the

-~ UK now fall'into the category of the ‘multi-channel’ retailer, which-is a term used.to

describe the stratcgy of using more than one ‘route’ to consumer markets. Typically, the:
multi channel retailer runs stores and has a transactional. websue (the so-called ‘clicks-

d-mortar’ or ‘clicks-and-bricks’ approach), but other combinations might be stores/’
catalogue storesr‘cataloguefwebsnc stores/website/. direct mail. Offering ahematwe ways,

" to shop may encourage customers to remain loyal to a favoured reta:l brand as lifestyles

change but it can also present retailers with new operational and compctmve challenges.

Generailst and Specialist. Retailers’

Another way in which a retailer might be vrcwed whether they use stores or any,other }

format; is according to their degree of spe_clahsm. Many retailers, such as supermarkets

4
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could be considered.as generalists who supply a rélatively‘ wide range of producteto
satisfy a-large number of consumer requireménts. Other retaileis, however, offer a
“range of products that satisfy a particular or narrowly defined consumer need, and could

therefore be considered to-be $pecialist retailers. -

Specialist retailers, whether they are a clothmg specnahst such as River Island or

1, a computer games specialist such as Game, only offer the consumer a limited number

of product categones However, the depth of product variation within those categones
is great. A generallst retailer offers a large number of catégories of merchandise, but
little product variation or brand choice within each product type.-A neighbourhood
supermarket, for example will have a produtt range which is wide enough to satisfy
the majority of basic consumer needs, but does not have the space to offer the brand and
product variation in terms of flavour, colour and size that a superstore can. Superstores,

i hkc department stores, offer both depth and width in their product range and sc cannot

be eas:ly clasmﬁed as generallsts or specialists. A small number of retailer successfully

!| trade with a narrow and shallow product assortment travel kiosks 1llustrate this type ‘of

approach - ) ’

The largest sector is the mixed retail tnon-speciali_st) sector into which many of
the largest retail organizations fall. This is becausc many of the more successful retail

players have reached their dominant position by extending their product ranges into

more and more categories. All of the following retailers are classified as non-specialist,

and therefore could be seen to be takin'g a generalist approach to their product offerings:

Marks and Spencer, Argos, Woolworths, W.H. Smith, BHS. >
*

A difficulty with the generalist/specialist approach to retail classification that some

retailers specialize in part of their product range, but adopt a generalist approach-to

others! Boots, for example, specializes in phaﬁnacy_. health care and beauty products,

but adopts a more generalist to approach household goods and stationery. Petrdl fore”
court retailers specialise in products for the motor. vehicles, complemented by a range

of general groceries. =

b

220 Store Management Responsibilities

Store manager’s often go by titles like general manager or SGM (store general manager).
They usually have at least one assistant manager work_ing for them as well as various
department ‘managers and hourly employees: A store manager can work in grocery,
clothing, mass merchandiser or.even furniture stores..A store manager has numerous

responsibilities and duties each day.

Profit and Loss

| Store managers are responsible for meeting their region’s sales and profit goals each year,

In order to meet their sales and profit targets, store managers sometimes devélop focal



%

marketing -arid promotional plans to increase business. Additionally, a-store manager  Retail Formats and
strives to increase customer satisfaction in his store through his employees and arranging Operations
merchandise so it is easy to find. A store manager’s duties als6 include mlmmlzmg losses

due to damage or theft. Loss prevention can include mstructmg other managers when

to count down'reglstters or when to close doors in the back of tl§e-store. ;: Notes £
Store Operaﬁons . 5

A store manager’s duties almost always include overseeing the various depamfxents m |

-the store, including inventory management and ordering. The store manager may need
to communicate area manageinent goals to individual department managers and- get
their assistance in improving store operations such as service, cleanliness-and image.

‘Hiring and Firing
A store manager’s duties also include overseeing the interviewing, selection and hiring
of all new employees. The rﬁaneger must ensure that all employees meet the standards

of the regional office. Store managers may need to arrange for prospective assistant:

managers to meet with their area manager for approval. On contrary, store managers
- must discipline or fire emp ~,2c5 at times, making sure they foliow the proper procedures
to avoid possible lmgano_n

Training

A store manager’s duties may entail directly training assistant managers on opening and

closing procedures. Moreover, store managers usually oversee the training of all hourly
employees, which can include stocking and.pricing procedures as well as cash register
training. A store manager may also attend seminars or off-site management sessions to
enhance his own skills.

Payroll Processing

The store manager is responsible for ensuring that all employee paperwork or hours are
approved so that people can get paid. Checks may be sent directly to the store, which
the manager would then distribute; or the store could pay people electronically.

' z
Meetings
At least part of the store maﬁager"s__' duties will éntail meeting with-the area manager
and other store mangers Lo keep up with regionai policies For example, the region may

have a special promotion that requires spec:ﬁc mstructions The store manager would

then communicate the procedures of the niew promonon to his employees

In a retail store business, the progress operations of the store is affected by the -

skiil of a'store manager. Store manager is an ixgpbrfént'person and representation.of

the company at the forefront. Bécause,of it, a store manager must know and understand, |

A ) wapy,
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Retail Management  the duties and responsibilities so-that the store operation runs smoothly and generate

.rnaxlmum profit for the company.
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the priority: scale of these tasks: Ty

Duues and responmbllmes ofa store manager is very complex Therefore, knowmg

the main dutles and responsibilities of a store: manager is-a must so that he can arrange

i
Responmbihnes of a:store manager is as follows:

Sales and Profitability: Store-managers know that they must achieve set sales
target, but very few are aware that they must obtain profit from the busmess Store
manager should well aware that store health is measured from the store profit

‘generated, not merely of the sales. Sales was 1mportant because it is the purpose

of the existence of a store, but profit is the main purpose of a business. What does
it mean a lot of sales but little pfofit, especially with no profit-at all. Profitability "
is determined by sales amount eamed. by .thé number ofcost -incdrred~ To gain
maxnmum profit, a store manager must have good ability in lermsof cost control,
lnventory Handling: Retail stores are busmesses that depend on the availability

of inventory or merchandise. In fact it may be said that the inventory is the heart.
of a retails tore. A store manager must have good skiis in handling inventory,
because this greatly affects the sales of the store they lead. Good analytical skills
in Invéntory Turn Over (ITO)for the goods available at his store is necessary so
can be quickly convertéd into cash..

Control of Human Resources: The ability in controlling of human resources

‘_lS responsxb:hty that may be most difficult. Because control of these resources
‘requires the capablhty of supporting a very complex includes communication sk1 its,

management,psychology, recruiting, training, motivating, and evaluating. 1f they
good in this, then'they are not just & store manager, they are also a good leader.

Control of Assets: The purpose of control of these assets is to ensure that all
existing assets in the store.are working properly so it supports the achievement of
operational objectives. Assets that are the respons;blhty of the store manager is:

(a) Tangible assets, such as equipments and buildings.

(b) Intangible assets, such as corporate image, i;rand, service. -~
'C'ustomer Service::Every business is a ‘service” business. This term is indicated
on the 1mportance of customer service, becatise service is what determmes loyalty,

satlbfactlon and customer convenience in shopping. In the end, of course determine

the sales turnover. Therefore,.a store manager respongsl_ble for determmmg and
carrying out of services performed by ali of his team. Service is not only determine
the turnover of sales alone, but ‘'even further is'that it determines.the image and
brand awareness stores lead. And brand image is nothing but a business asset that
must be maintained and controlled. '




221 Recruiting and Selecting Employees’

The employee recruitment proeess is .one of the more pritioal aspeots of runnmg a
- successful business. As a business owner or managEr you need good employees to
address critical business needs. And yet most everyone treats hiring asa necessary evil
only to be done when it is absolutely necessary.

Adopnng a different philosophy about recruiting and hmng employees can provide’

the edge necessary to get the best employees, faster and for less money.
.Start by understanding what employee recruiting is all about. Think of recruitment
as an ongoing process desighed to develop a cadre of qualified candidates. There are

i

two key take-aways from this approach. o .

First, the search for new employees needs to be an ongomg process If you recruit
only when a position is open, you will always be in a reactive mode. The best analogy
I can provide is to think of recruiting just like selling. You are always on the lookout
for new sales opportumtles The same holds for efforts to hire great people

Second, you want a‘choiceé of quahﬁed candidates. To have qualified candzdates
itis. necessary to understord the business needs and what skills and behaviors wiil be
successful in your env:ronment_. Knowing what to look for and relept{essly trying to find

those i;eople are.the keys':to successfully recruiting and hiring top emp_ioyees.
_ Theartof recruiting and selecting good employees i one that takes an organizational
commitraent by the company. Hiring fast and hiring well are not going tn vield the same

results. Take.a step back, review your current practice for. hiring and recruitment, then‘:

‘dompare them to these strategies.. . “ *

-

Create Awareness

. ‘Unless yours is‘a major company with a large area of influence, creating awareness is

o gomglto be riecessary. You can:

" Geta J_Baath at a.Job Fair

The idea is to develop.a talent pool of prospective employees in advance of actually

'needfng them. Think of it like grocery shopping- You go to the store and stock up on '
food before you will be gating it. You do this for advance preparation, because you know |
you will get hungry. Hiring employees works the same way. Advance preparation will |

allow you a better. opportunity to select froim good talent. .

Prowde Opportumtv and Expectation of Growth

According to Paul Sarvadi of Entrepreneur Magazme “Researchers agree that the best.

~ way to hire and.keep top talent is to créate a company culture where the best employees
, want to work,-a culture in- which people'are treated with respect and consideration at
all times.” '
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This means that by taking care of your current'empléyees first, you can accomplish
a couple of different goals. First, you will retain more of yéur current eniployées due to
their satisfaction with the company. Second, you will create a good learning atmosphere,
, which will-allow current emp]oyees 16 grow and be selected for other opportunitiés within
your organizatiori. By creating a healthy internal atmosphere much of your recrultment
can come frorn within.

Selection Criteria- "

Choosing the right candidate is an important decision. While some ‘p‘eople may have the

right history, tliey have the wrong aititude. Some may have the right attitude but score

poorly ona compatibility test. When hiring an individual who is new to the company,
two criteria are paramount:-attitude and motivation, _

When you hire only people with an outstanding attitude and tremendous motivation,
you vastly increase the odds of your organization’s success. Skills can be leamed, but a
good attitude and motivation cannot be. You cannot force someone.to change his mental
make-up, but the person who'already is motivated and has the right attitude will push

herself to leamn the skills you require. -

Southwest"Airlines, renowned for its strong company culture and' customer ¢ °
. wEL L L, . ; o )
, experience, practices this. method. In an article for Fast Company, Peter Carbonara

writes that hifing specialist “JoséColmenares is not looking for.a fixed set of skills or
experierices. Hé’s searching for something far mo:< elusive and much more important

“— the perfect blend of energy, hum6r, team spirit, and sclf-co’hﬁdence...”

'2.22 Motivating and Managing Store Employees

Each person on the planet has their own unique ideas, “interests, talents, skills,. and
motivators. Evén twins who share similar DNA have diffefent opinions, interests, and
motivators: So if we understand this, why do so many organizations have one set of
motivators to try and change the behavior of the masses?

Does anyone 'else see anything wrong with th'is;pictnii‘é"

Qur society 1s moving ‘towards more and more: custonnzatlon Have you noticed the
"increase in choices. you have every day, from- customlzmg your, mommg mocha to
creating your own web page.'So why.is it that many organizations coritinué to do thmgs

.| the old way‘? You might hear the Old ddages changc is hard, we do not have the budget
for such customIZdtlon this year, ( 1nsert your own phrase here), etc.” Motivation is not

just'paying people more.or offering’them more perks and bonuses. Has'anyone seen
-or taken an MBA course on how to motivate your employces ihat entails more than

reviewing Maslow’ s hierarchy of human needs? I believe that.managers in this new’ ‘
‘economy anid beyond need a different set of skills in order to-harness the potential of
. knfm:l'e:aé‘e workers.

i
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.Most managers understand that part of their job is to motivate and engage their
employees, Some of the typical avenues might be: one'onl one status meetings, periodic

Retail Formats and
Operations

outings.for Tunch or coffee, or maybe sitting in on project meetings to see haw things |
are going, These threc instances are an example that there is ample opportumty and time

to customize an employee’s motivation. So why does it not happen on a regular basis? -

‘When customizing an employee’s motivation a manager needs to be skilled. at
understanding the employee’s four-drives; Acquire and Ach:eve Bond and Belong,
Challenge and Comprehend, and Defend and Define. Once they understand thelr

“employee’s individual four drives the next step'is to discover what the employee i is not
saying about what motivates and drives them. Many times when you ask someone, “What
Motivates You?” they will probably give you an answer fairly quickly - but by digging

.and reflecting a little bit deeper into their answer you may discover something ‘else
entirely. There is more to motivating employees than just utilizing one model and tools.

The four drive model is a good start but a manager.also needs to understand reflective
questioning techniques, asking open ended questions, utilizing gap analysis, and paying
attention to body language, etc. Managers need to customize their motivational methods
‘based on these insights.

For instance, Employce A really likes to bé seen as an expert — so provide
opportunities for that person to shine and be recognized as the expert (i.e:, lead a brown
bag lunch, ask them to help present at a Sentor Leadership meeting about. something
they know well). Employee B wanis to feel part of a closeé knit group so create avenues
for that to happen (i.e., hold small team lunches with two or three people, set up small
work teams to address some pamcular issue). Employee C has the drive to Acqmre s0
the manager must focus that person on what they can do to earn more (i.c., rewe_w the
incentive or recognition program with them, work with them on what they need to do

to get a raise). The important part’is to understand hgw each person is motivated and [

to tap into that motivation. This isn’t easy.
As I stated in the beginning of this post, every person on the planet’is unique.

Managers have an incredible. oppon-umty to develop and grow their employees but it |.

will, take adopting and learnmg some new skills and a genume time commltment
Employees are more than just their paycheck; they are each contrlbutmg their

time, SleS knowledge, and talents to an organization.  believe they deserve our time |

and anentlon what about you‘7

‘Motivating Your Retail Sales Staff

>

Keep a Positive Mindset

Retail'is a. day to day’ business. . Some days you ar¢ HOT and some days your NOT.
Don’t buy into the down economy. This is not a bad economy — the US will experience
a 10 trillion dollar economy this year alone. There is a lot of money to.go around! If
you are doing-the right things to market your business and staying in touch with your
customers on a regular basis they will return after your slow period of summer vacations,
back to school, etc. / '

Notes
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Retail Management: When you keep your pésitive mindset it will flow onto your salés staff and motivate
T them to keep a positive mindset on the sales floor. This.will keep your register ringing
and your_salés up. When’you encourage a positive atmosphere with enthusiasm it is

contagious. f g .

"N?tes ‘Enthusiasm = Positive Emotions - ' - " <

Positive Emotions = Happy Customers
- Happy Customers = More Sales and More Profits For You

Offer More Flexible Hours' o

Ask your staff tolet you know i in advance of your scheduhng what days they w111 need
off. Discuss your willingness to make it work for them. 1f business is slow offér some
bonus paid vacation time to your best salespeople. The appreciate and surprise benefit
will motivate them to become more loyal' to your organization and they wi!! return the ™ {_'
favor with hard work and more determinati,on to succeed. ; e .

Encourage Creativity

A

When times are slow hold more sales meetings to discuss new promotions, advertising,

* inventory,customer service, and futire goals: Always get input from your staff at these
meetmgs and have some fun witha creatlve bramstormmg session that puts every one's
idéas to work. S . o
Be Open,.Ngt Intimidating * _ , .

" Let your staff know that your door is always open to support them and listen to their

.ideas and.concerns. Create a family atmosphere where people can feel they frust and

support one another through the good times and the bad.
¢ : ‘
Have Fun- ' ’

-

All'work, and no play, can make for a dull day. Don’t take your business too seriously.
nghten up, relax and enjoy some free time when your retail business is not in full swmg ;
If you can’t stand being-around in during the’down times — get out of the store and take

a short vacation or attend workshpps to build your business. Make sure to plan for a lot
of relaxation time to refocus. :

Discover new ways to look deeper into your ‘business and*focus on what you are
; thankful for and where you plan to go in-the future. Upon your return, share your new
) " discoveries with you: sales ftaff during afun and relaxed meeting. They will pick up on

| your motivation and feel more confident about their own future within your organization.
. -

Remember Birthdays and Anmversanes

_ Recogmze and celebrate with your staff often. Host an annual anniversary paxt)r for all
fthe sales staff that-have been with your retail store one year or longer. Make them feel

W
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special with surprlseglfts and a very special evening out on thie town: Or host an off-site
.meeting at are saturant or'a ptcmc in the park for then' entire famlly

5

Snoop Days

“Take out your entire staff to shop the competition. If you have a large staff you may
want to break this up during two or three different de'xys:'an'd maybe even rent a large van

“so that you can all travel together and have some fun during your adventure. Introduce '
yourself to the competition. Let them know why you are shopping their store and offer

to send them business in areas that you do not focus on in your retail store.

« Your competitors can often be your best alliances..It will-be a good lesson for' |
your staff to learn and understand this competitive advantage of making friends with-|
the competition. After your tour, takeé your.staff out" for lunch or dinner-and discuss |
~ all the things your competmon is doing RIGHT. The areas where they- ‘excel are the '

areas to watch out for. By educating yourself and your sales team to your competltors

strengths and weaknesses, you will automatically feel more conﬁdent and motwated to |

Hove- forward and succeed.
£

¥ ﬁ :
"2.23 Evaluating Store Employees and Prowdmg Feedback

Employers who routmely review employee performance and conduct regular employee

evaluations reap tremendous beneﬁts

1. Your employees will Know what you expect of them. They will recewe feedback
praise, and criticism of their work, and will have nonce of any s shortfalls in their
performance or conduct.

2. You can recognize. and reward good employees and identify and céach workers

who are having trouble.

-

3. The communication required to make the evaluation process effective ensures that
’ you will stay in tune with the neéds and concens of your workforce. "

The evaluation process also nips: a lot of employment problems in the bud.
Performance ‘evaluations can keep you out of legal trouble by helping you track and
document your employees’ problems. )

Create Standards and Goals

Before you can accurately evaluate employee pcrfonnance you need to establish a
system to measure that perfofmance. For each employée, you need to come up with
performance standards and goals.

o Performance standards: Performance standards describe what you want
workers in a particular job to accomplish and how you want the job done.
These standards apply actross the board, to every employee who holds the same

a
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positive. evaluation.

: ’
position. For example; a standard for a salesperson might be to make $50,000 in
sales per quarter. Make sure your standards are achievable and directly related
to the employee’s job. )

Goals: Unlike performance standards, goals should be tailored to'each employee; ‘
they will depend on the individval worker’s strengths and weaknesses. For

s
»_.

example, a goal for a graphic artist might be learning a new.software program
that will makeé his or=-her work more 'efﬁcient; for an’ abcouuting professional,
a goal might be to take the exam to become a certified public accountant. Your
workers can help you figure out what reasonable goal$ should be.

Once you have defined the standards and goals for each position and worker,
write’them down and hand them out to your employees. This will let- your employees
know what you exi:»ect and what"they will have to achieve during the year to receive a -,

L

: Keep Track of Employee Performance .

Throughout, the year, track the performance of each’ employee. Keep a'log for each

worker, eithér on-your computer or on paper. Note memorable incidsts or projects
involving that worker, wheiher good or bad. For example, you might note that a worker
was absent w1thout calling in, worked overtime to completé an 1mp0rtanl project, or
participated i in‘a community outreach program on behalf of the company.

If an employee does-an especially wonderful job on-a project or really fouls
something up, consider giving immediate feedback. Orally or in writing, let the employee
know that you noticed and appreciate the.extra effort - or that you are concerned about
the employee’s performance.. If you choose to give this kind of feedback orally, make a
written note of the conversation for the employee’s personnel file. It is also 2 good idea
to have a pollcy on progressive discipline; for some guidance:

Giving ;hef Evaluatlon i

At least once a year, formally evaluate each employee by writing a performance
appraisal and holding a meeting with the employee. To prepare, gather and review all

‘| of the documents and records relating to the employee’s performance, produétivity, and,

behavior. Review your log and the employee’s personnel file. You might alsd want to
“take a look at other company records relating to the worker, mcludmg sales records,
call reports, productivity records, time cards, or budget reports.

0?ce you have reviewed these documents and gathered. your thought's about the
employee’s work, write the appraisal (or, if you will solicit input from other managers,
ask each of them to ébmpletc'-an_ ev‘alua'tion, and then compile them). Although an
appraisal can take many forms, it should include:

1. Each standard or goal you set for that worker and that job,

56 - Self Learning Material
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2. Your conclision as to whether the employee mét the standard or goal, and

3 _ The reasons thiat $ippdrt your conchision.

, ‘When youh have ﬁmshed wntmg the appralsal set up ameeting to dtscuss it with the
employee Remember, tlus is likely to be'one. of the most lmportant meetings you have
wrth each employe eall year, so schedule enough time to discuss each issue thoroughly.

Atthe meettng, let your worker know what y you think he or $hé’ did well and which areas,

could use some rmprovement Usmg your evaluation asa gutde, explain your conclusions
about each standard and goal. Ltsten carefully to your worker’s comments dnd ask

the worker 0 write them dowri 6n the evaluation form. Take notes on ‘the meeting and

include those notes on the form. g -

T . - : . A .
Evaluation Tips: . - ;
Giving evaluatlons can be difficult. Some workers.react to criticism defensively. And,
someétimes, no one ZLnderstands what mefits a positive evaluatton lf your workers feel

" that you take it easy on some of thern while coming down hard on others, resentment

is mevrtable Avoid these problems by following these rules: :

LI 2

i. Be speciﬁc. When you set goals and standards for your workers, spell out exactly
" what they w111 have to do to achteve them. For example, don’t say ‘work harder’

of “improve quahty lnstead say ‘inicrease sales by 20% over last yéar’ or ‘make

1o more than three errors per day i datd input’; Similarly, when you evaluate a

worker give specific examples of what the efiployeée did to achieve —or fall short

of — the goal .

2. Give deadlines. If you want to see nnprovement, gtve the worker a time line to

tum thmgs around If you expect something io be done by a certain date, say so.

3. Be realistic. lf you set unreallstxc or 1mpossrble goals and standards, everyone will
be dlsheartened and'will have llttle mcenttve to do their best if they know they
will still fall short Don’t make your standards t00 easy to achteve, but do take into
account the realities of your workplace, ;

4. Be honest: If you avmd tellmg a worker about perforrnance problems the worker

“ won't lmow that he of she needs to 1mprove Be sure 10 glve the bad news, even ‘

ifitis uncomfortable R

5. Be complete: Write your evaluation so that an outmder readmg it would be ableto |

* understand exactly what happened and why. Remember, that evaluation j ]ust might -
be come evidence in a lawsuit. If it does, you will want the judge and j ]ury to see

‘why you rated the employee as you did.
6. Evaluate performance, not personali_ty: Focus on how well (or poorly) the
worker does the job — not on the worker’s personal characteristics or traits. For
instarice, don’t say the:employee is ‘angry and emotional’. Instead, fociis‘ on the
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workplace conduct that is the problem — for example, you can say the employee -
“has been insubordinate line managers twice in the past six months. This behaviour

r

is unacceptable and must stop.”

—

. 7. 'Listen to your employees: The evaluation process will seem falrer to 'your workers.

if they, have an opportunity to e_xpress their concerns, too. Ask employees what
they enjoy about their jobs arid about working at the company, Also ask about any

_ concerns or problems they_'_[ni;ghf_have. You'll gai_h valuable information, and your ’

. ' employees will feel like real participants in the process. In some cases, you might
even learn something that could change your evaluation,

kd

2.24 Compensating and Rewarding Store Employees

Many people are motivated by money —at least fora penod of tlme But the motwatlonal

power of money often wears off as employees simply get used to their current level

of compensallon Many studies have confirmed that as long as employees are paid.

competrtwely, money is not the main factor that leads to job selection or performance.
‘Ultimately, most people are motivated more Ily the work they do and the environmem

. inwhich they work than by the money they eam. Therefore, the compensatlon and rewards

| system you offer to employees should:include both monetary. and non- monetary ideas.

Utilizing Monetary Compensation

| Growing businesses that stnlggle with cash flow issues and ‘making payroll,’ will want

to think creatively about' how to provide moneta.ry compensation and rewards to their.

; management and staff, When meg Kauffiman managed Marion Laboratones, he pard

his managers, directors,and. ofﬁcers salanes slightly below what competitors weére

| offering, but offered proﬁt-shanng,pard generous bonuses for high performance, and

. added benefits when the company did well. .

Similar techmques'are available to you i terms of end-of-year, team-performance,

and individual bonusés, profit-sharing, stock options, phantom stock, and stock warrants,

_All of these plans can' have their pitfalls, and all must be tailored to-your particular
sitoation, Seek expert assistance from a compensatlon SpeClallSt and a lawyer and keep.

;| your plan ahgned with your company’s values.

Remember when cstabhshmg your compensation and reward policies, employees
should be compensated fo the work they do at or near competitive salary levels. Also, -

. monetary compensation above and beyond competitive levels may not be’ motlvatmg 1f

the reciptents really value ather things, like time with:their family,

Growing compames that cannot afford to pay. the same sdlaries as an established
, corporation may offer their key employees a form of ownership.in the company. That
way, if the.company is successful, the employees will share in the s’uc_cess

i



Be careful to avoid these pitfalls:

1. Diluting your controlling interest in-the venture i ¥

2. Rewarding some people while alienating others who are al§d productive.
3. Prompting the wrong behaviours or the wrong v;&lucs "y

4: Diminishing a sense of camoraderie and teamwork

5. Increasing your tax burden ‘“
6. Bickering over accounting practices. for stating profits ~
7. A one-compensation plan fits all msntﬁlity _ L

8. Enabli\ng diggruntlec!_ ex-employees to own signjﬁcant stock”

Compensation systems create consequences — whether they are intended or not.

You must make a careful decision about how you are going to pay your employees. Even .

if.you pay straight saldry or hourly.wages you've still got a monetary compensation
system. The right compensation system can go a long way. to building the kind of
company you desire. -
.

*

Providing Rewards -,

v k

Effective reward: systems include all forms of monetary compensation' plus a wide
vanety of other motivators that are nnportant to_people in a work setting. You will be
surpnsed at the benefits your company’ will reap when'yéu reward, good performance

_ with job asmgnments, recogmtlon growth and leammg, additional responsnblhty, trust,
-authority, and autonomy

< The effectiveness of any reward system requires two primary factors. First, the
rec1p1ent must.perceive the reward as:a positive event, and second, the reward needs
to encourage thé desired behaviour: The desired behaviour must be consistent w1th the
strategic goals.of the comppny._[t is your responsibility as the entrepreneur to make sure

the reward system is set up to support the right behaviours.

* To.make this two-part principle work for you; you're goin‘g to have to understand
rewards from the perspective of your workers; which requires you to spend time with
your team and learn what’s 1mportant to them. Monitor the results of your rewards to see
if they’re really having the eﬁ‘ect you warit them to have. Remember, what you perceive
as rewarding may not be rewarding to your employees. For examplo many companies .
reward sales people for their efforts by basing some or all of their compensation on a
percentage of the dollar amount of sales revenues. This approach is a proven ‘winner in
most cases, but some companies — notably those who want to have their sales people act

as corisultants to their customers — have found that poorly conceived commissions can

push salespeople away from their role as consultants makmg itless likely that the client
will turn to the salesperson in the future or that blg-tncket projects will be developed.

" Instead of relying solely on monetary rewards, fty some of the followmg approaches.
to increase motivation-and: productivity: =y
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. Say thank you: Acknowledgc people for their good efforts and supenor ‘esults

‘ You miay be surpnsed what sincere aclcnowledgements will do. Consider both '
pnblrc and private’ acknowledgements but keep your employees preferences
in miind. > :

- e Share the liig picture. Employees work smarter and enjoy their work more

" when they know how their job fits into the company g Success. Many companies

.. have found success by sharmg their financial performance with’ ‘ethiployees and
showmg them how they can help unprove it.

e Treat people falrly. The world isn’t fair, but most peoplehope it will be: Treatmg
people fanrly means treatmg everyone with. respect rewardmg succcssful
performance and critiquing unsuccessﬁll performance

¢ Create a learning attitude. You will make mlstakes as you lead your
. orgamzatlon -but that 5 okay as long as you leam from them Your team
members are go:ng to inake mlstakes too Bé a role model by dlscussmg
your mistakes. In fact, make the dlSCuSSIOB of mlstakes aregular part of your
meetmgs The point is not to focus on mistakes but on the lessons icarned for
future applications. '
R Consnder the following three questions to help you learn from a mrstake
1 What did we do right? '
2. 'What did we do wrong? L
3. What can wé improve next time? ‘

Using these questions at every staff meeting and at the end of every project will

" help create an organizi’it}onal cutture comfortable with the truth, ready fo acknowledge
success, and open to léarning and ithprovenent,

i

Celehrate successes: -When the company wins a big contract, finishes a large

: project, oF reaches an important milestone, bring everyone together to celebrate When

» individuals or teams do- well or reach milestones, acknowledge thelr results as well.

'| ‘People want to feel part of a siiccessful company

Increase responsibilities: When péople pérform-wéll, prpvide them with

opportunities for advancement, increase their responsibilities, allow them more freedom

to make decisions, forgive them larger portiohs of the budget to control. Beware not to
punish people by overloadmg them with too much work: and don’t assume that everyone
will find new challenges rewarding,

Trust and ask for input When you show others that you trust them they begin to
do things on their owri 1mt:atwe They create energy for your organization. If you look
over their shoulders constantly, you’ll get employees who will only do what they are told.

Showing trust means aakmg for help i in makmg important company-decisions.
When a major Detroit car maniifacturer changed its management approach, one of the
workers said, “I've been working for this company for twenty-seven years, and before the
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recent changes not once in that time d1d anyone ask-me what I thought should be done. Retgil Formats. and
For the ﬁrst tlme thcy are now recexvmg thie benefits of my | head not Just my hand OPem”"”"

Avoid micromanaging Avoid the- tendency to be consrstently mvolved m every a
decision and every.task. Remember that any ngen outcome can be achieved a number o
of ways. Encourage your assogiates to expenment by trying different ways o improve a, yotes,
task or solve a problem. Don t micromanage! Agree on the goals and let the empioycc \ .
ﬁgure out how to meet those goals. )

Rather than spending great energy trying to prove | that an employci is wrong and A
the boss is right, successful éntrepreneurs say, “That v way is not workmg, we should try
somethmg else”. Establishing an expérimental, learnmg attitude can turn early fallures
into success An enthusnastlc, “We are making this'up as we go along” attltude can keep
people looklng for ways to lmprove thé way they get thlngs done.
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Customer- Service Job Deseg'iptiop' __

2.25

Fl

 The customer service job description gives you-a good understanding of the tasks,
responsibilities and skills invoived in customer service work.
N 4
S - X
General Purpose
- h
Interact with customers.to provide and process information in response to inquiries,

concerns-and requests about products and services. v

o

Main Job Tasks and Responsibilities . 4 |

. -Deal-direo_tly with customers gither by _te!ephone,_:elfe_nonically or by face
‘@ To face:respond promptly to customer inquiries

¢ Handle and r'esolve customer complaints

Obtain’ and evaluate all relevant information to handle products and service
mqumes

o Prowde'pric_ing and delivery information
* ‘ Perform customer verificattons .,  °
e.“Set up;new customer accounts :
¢ Process ordérs, forms, apolica;ioyis and requests
. Organize workflow to meet customer time frames-

e i ' = . -~ r A -,
‘o> Direct requests and unresolved issues to the desngnate(} resource
S ; . 2oy 4
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Retail idanagement ¢ Manage customers}accounts

LY

e Keep records'of customer interactions and transactions

s

e Record details of inquiries, comments and complaints

Notes - @ ‘Record details' of actions taken
. Prepare and distribute customer actmty Teports
. Mamtaln customer databases

e Manage administration ow

‘# Follow up on customer interactions v

| Edocation' and Experience

.

Knowledge of relevant computer applications

Ability to type
Knowledge of administrative procedures

L W

e Numeric, oral and written language applications
¢ Product knm‘!éledge " ¥
Key Competencies
. Interpepsonal skills
e Communication skills — verbal and written
N o Listening skills ‘ -

° Proll:g!em#énalysi_s" and problem-sglving

- ] " & Attention to detail and accuracy ~

¢ Data colleciioo and ordering

s ‘Customer service orientation

o Adaptability

e Initiative ' s

o Stress tolerance:

e Communicate and coordinate with internal departments

* High school d:ploma, general educatlon degree or equwalent

Knowledge of customer service prmcrples and practlces -

K e Provide feedback on the cﬂiciéncy'of; the customer service process

2.26 [Exchange of Defective Products

v

_‘
=
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The exchange process of defcctwe producls enables You o execute recall acnons between
the manufacturer and the customer, for defectwe parts of an object o be exchanged




;

5,4. :j- ~, i

‘with service ¢ parts. An object is a special product, for examp'le, a car or a computer. You
use this process to oﬁ‘er your customer a defined list of service parts and the-maximum
pennttted quant:ttes for each object.

Example: You execute a recall action due to a high number of warranty claims and
comptamts recelved for laptops with serial numbers ranging from 1000 to 2000. Defectlve

hard disks need to be replaced To avoid further complaints, you inform your customer-
about the exchange of the defecttve hard dtsks The customer orders the new hard disks

from you, and has therh: delivered free of charge in exchange for the defectrve ones.

Prerequisites
In Customrzmg for Custorn__er Relatlonshrp Management, you have made the followmg

X,

settmgs ) * v _. 3

e Touse reference objects and enter the product [Ds of the objects in the semce- :

P recall order, you have created a subject profile with subject profile category Y
lndmdual Object (Sales Order)

. You have created a separate transaction type for service recalt processmg, and

- have asmgned thts sub]ect proﬁle to it under Extemal Referenoe Ob]ects
d‘

Process

‘The manufacturernms product analyses, and discovers that repeated complamts pointto, [
.2 defective part as the cause of a problem. These defectivé parts have to be exchanged .

for new parts. To solve the problem, the defective part has to be exchar.z:- ! in all objects
1n whlch it was fitted. « - X

To guarantee delivery.of the service parts, you create-a sales order template.

~ The:sales order- tempiate contains a list of the parts to be exchanged, and the requtred‘ '
quanttty for each object Use transactlon type | SALT provnded in the standard dehvery,,-'

as a template i ‘ ’ g

Customers are notified v1a a product service !etter For this, you create a product
service letter and first enter a list of custor?ers affected that should be-notified of the
recall campargn (Target Group_dassrgnment block) In addltlon, the product semce letter

contains the llst of objects affected by the. reCall actton as well asa reference to the sales‘j )
order temp]ate that lists the products, with the eou‘espondtng quantmes that should be |

exehanged for an object. The product servnce letter contains detalls about the’ followmg

. Valtdlty area .
o Status of the document N
® Target group
e 'Product IDs of the affected objects
‘e Link to_- the'sales order template s
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_ rescalch showcd that customer satlsfaction dcpendedanot just OR

'“I“NT adopting a core strategy focused on deliveri ng a, quahty customer expcnence
'lt developed a two-year programme o 1mplc1nent and commumcate its Customer-

Tabout its p1 oducts or services. Tlns i1 dnven by the expenence of customers when»

»“;f'

deahng

i Sb g " e
expenence may damage a busmess through foss of consumer ‘confidence:

E *‘TNmeas founded 1n Australla 1946 by KengThomas with a single truck.
:Today ;TNT is a global busmess aod the indarl{et leader n busmess-to—busmess (B?.B)
express delwery se(vrces delwcnng up to 150 mllhon 1tems per year. "It hils the largest
mdmdual share of. the,oatlonal market.and employs over 10,000 people across " the|
UK and Ireland TN"T operates in'the temary {or service) sector of the economynv\rhlch"
.provrdes w1dely varymg servtces to othen busmesscs and to consumers:_-’]‘he tertlary?{

sector is: lhe largcst sector of the’ UK economy, ahead of the pnmary {extraction) and
4

Fied

secondary (manufactunng) sectors. - ¢ S N

¥ B ix

ﬂa"’

busmess had to make major changes to ensuro it could’meet thelr needs ln depth

o e v

he process. of |.
? ; =
delwcrmg the servrce bul also” on how the Service was carned out. Thls resulted in:

;_,t\
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. In order [ achleve the levels of process s innovation and contmuous 1mprovement - Retall F, ormats and
< " Operations

;mi%ge gustomer focus strategy rcqulred TNT also needed to ensme that the capabﬂmes*‘

-

Notes

Source: hitp: lfbusmesscasestudles co: ukftnt!de11venng-a-supenor-cuslomer—expenence . »
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227 'lao_y'alty prgggm‘s for a Store oy

Loyalty progrars are structured markeﬁng eﬁ‘orts_'thét'reward-, and_rtherefore encourage',

lloyal buying behaviour — behaviour Wwhich is potentially béneficial to the firm. * -
A customer loyalty program is a structured and long-term marketing effort which
provides incentives to repeat customers who demonstrate loyal buying behaviour. .- ;

‘Successful programs are- des1gned fo motivate customers in a- busmess s target
market to return often, rnake ﬁ'equent purchases and shun competitors. In retallmg,
these progran;ns  generally reward loyal customers with discpgn}hs special offers, rebates,
points, or prizes. ; : .

It seems that virtually every retaitéritries to reward loyal customers these days.
The number of such programs at places like Target, Cub Foods and Best Buy has soared
over the past decade. And most shoppers eagerly sign up for the programs, loolnng to.

save moncy wherever and whenever they can: ¢ r

“Loyalty programs have retained customers,” he said. “It’s a way of recogmzmg
valuable consumers, and providing them with more value and greater beneﬁt for
shopping with your store.’ -Compa‘{nes cenalniy t:ovfi:t the data they can harvest from :

" “loyalty programs, using it to better understand customers and refing marketing and sales -|
efforts. “The’ whole pomt is to connect with your customers and make you the ﬁrst"

chaice and top of mmd ¢

=

"By presentmg the eard the purchaser is typlcally entitled'to either.a discount on
the current. purchase or:an allotment of points that can be used for future purchases .
Hence; the card i is the visible means of mlplementmg a type of what economls_ts call
two-part tariff. ' n '

) ,:Applicatidn‘-_forfns"usually entail agreements by the ‘store concerning customer
privacy,; typically non-disclosure (by. the’store) of noni;aggregat'c data about customers.
The storé uses aggregate data mtemany (and sometimes extemally) as part of its marketing {
research. These cards can ‘be used to ‘determine, for example a given customer’s favourite-
brand of beer or whether. he or she is a vegetanan y ~ !

2 -

Where a customer has prowded suf’ﬁCIent 1dent1fy1ng mformatlon the loyalty card

may also be used to access such. 1nfonnatlon to’ expedlte vetification during receipt of

t
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‘cheques or dispensing of medical prescription preparations, or for other membership -
jpnwleges (e 2., access 1o ‘a club.lounge in airpotts, ising a frequent ﬂyer card).

On-line !oya!o; programs: Recently, there has been 8 move away from traditional

. magnetic card, stamp or punchcard based schemes to onlme loyalty programs. Whlle

Note‘s
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these schemes vary, the common element is a push fowards eradication of a tradmonal
card, in.favour of an electronic equwalent The choice of medium is oﬁen a QR code.

| One prominent example is the US-based Punchd which became part of Google in 2011.

Others; like MazeCard have offered similar programs in other continents.

Disloyalty cards 'In three cities,. some independent coffee shops have set up
experimental “disloyalty card’ programs, whlch reward customers for visiting a vanety
of coffee shops >

&

Criticism ° .

Companies complain that these loyalty program discount goods t'o\pveoplc that are

‘buying their goods anyway, and that the expense of doing these programs rarely pays.

Other critics see the lower prices'and rewards as bribes to manipulate customer loyalty
and purchasitig decisions, or in the case of infrequent-spenders, a means of subsidizing
frequent-spenders. Comniercial use of the personal data collected as’ part of the
programmes has the potential for abuse. It is highly Tikely {hat consumer purchases are
tracked and analyzed towards more efficient marketing and adverttsmg, in fact, this can
be ong of the purposes of the loyalty card To some, part1c1pat1ng ina loyalty program

, (even wrth a fake or anonymous card) funds actrvmes that violate pnvacy There has also
' been concemn exprcssed regardmg RFID technology being mtroduced to loyalty cards

Loyalty and credrt-card reward plans may bé viewable as modern-day examples
of a kickback: An employee who heeds to buy somethmg (such as a hotel room or an

airling fhght) for a business trip, but who has discretion to decide which airline or hotel,

chain to use, hq__s an incentive to choose the payment method that provides the most
credit card rewards or loyalty points, instead of minimizing cost for the organization.

“CASE; STGDX.xThe lmportance of Customer’Ser : f ;”_ﬁ

= F e ?g'a

lntroduction LT B U

_. . 0

[ : ﬂ‘h“‘

cornplexlty, sansfymg them ﬁ.tlly, and keepmg them satlsﬁed Customers are people:'
who buy products and semces from other people (usually comparues of one sort or another) '
This Case Study shows how Homebase one of this country s best known retatl
chains, places customer service at the heart of its values, demonstratmg practtcal
oxamples of how cus mer servrce can be applled {0 the beneﬁt of ‘hop rs o

Customer servxce is. the whole activity. of- :dentlfylng customer needs in all therr._ '
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turef of an orgamsatlon is thew ythat its people behave For exam Ie wl'fen you
o 1o % d ZQ»,,. 7 3N = i

Cus!omer Semca

~ (the bus:ness ‘objective) _ 3
¢
J;‘% j|

+ Actions of Homebase s employees =
: deagned o maximise custorner satisfaction

A

s
2oy
A
y
s
o
1

.t\.|

i . -
i" = The culture of an orgamsatlon is s‘rongly mﬂuenced by senlor managers The

'Rd took ovet Homebase' t%’ f&ﬁé’s’éﬂ o’ developmg a

L 4% ' a
?ﬁ%xor maj gement team w:th the eapablllty lo delwer a eustomer facmg culture
TR e
Homebase

ﬂ-pﬂt '_‘_ﬂt:

busmess objectlves plaee great 1mportance on prowdmg cus!omer

RN cx el &Q =
‘servxce - The actions of staff are then all gned (put itito lme) w1th mectmg tl‘llS ob_;ectwe
;w v * G-k .- PR ; Ao
oy, vgdl 1g custome:s w1th ‘the- best possnbl shoppmg expenence & 3 l? L
B T NI ﬁ;‘ﬁ B *E e O T X

An orgamsatlon needs to set out and commumcate 5 set of‘ values for 1ts people
[gey mastingdy € Sighia o 3, = = g
SO they what fo do-and: how to act Homebase s values
."‘ \b}r. :._;‘.' ) f‘& ‘é ‘\.::fa, N i

' awe- put .‘the:cus me ﬁrs_t :

24.* oo >\>. uw‘

e
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“We'ma make it easy
I make a differénce ¥ 2

g:{w-ﬂ N

.

thef\;vay Wthh Homebase people can and_ hould behave. )

Notes ' 111
The" values are also'highly motwatmg because they plaee a strong émphasis on’

. teamwork and the role; thamndmduals play in teams T‘ms is demonstrated by the

gO4‘ and 05 fi %g;more“detall
Homebase gwes further gu:dance foits employees on appropnate behav:our, by

The:customer is our 1_\41(_). 1 priority.
Look after. our customers and they will look-after.us.

®
\ ‘ L T
Everythmg we.do: must beriefit the customer.: W 2 4
. ; el ”" 4 - =, N i
Treat customers;as:you would e:cpect to'be’ treated yourself e T
ES Y (‘r:

,
[

R % :
Llsten t? our customers and 80! the extra mﬂe PR .
o

W

i ;
' ostome_r.to ‘have a'waste

Strategv %’2,

e

: “_Buildingr an; Improvem

% 5
An. orgamsatlon s strategy is the- plan to achleve desrreg objectwes A contmuoust
nnprovement strategy 1s one that involves eonstantly seekmg to make im rovernents, ’

however small, -

b“"j k

The orgamsauon that contmually makes tmprovements keeps ahead of its nvals
tinuous i 1mprovement seekmg to ldenttfy and then delwerg

Homebase emphasnses
B

0




.tf

The rewegvgjéstage mvollves lookmg at.current pgrformance 1dent_r_fyﬂ  what,

Fe

= The planmng stage 1nvotves'ﬁrst bemg clear about«what should berachleved

1s berng unplemented 1t is possrble o’ carry out further revrew stagesﬁ— ereatmg a

a

A

further 1mprovement eycle.

a

1

Ii
ge of review therefore IS to
b

”

'I'he revrew!planfdo cycle helps Homebase to achteve results and dnves cormnuous
A.._&.W @% %Wﬁ -. ’ e ek,

atlon, ) e\?’ery one of rts stores lt

spent Rev1ewmg is 1mportant 1f ongomg rmprovements are obe made - ,‘,
; . @ g
: s:. .

e, F

o

‘ a clear prcture of what customers expeet There are two
£ % a ‘1’1
Quanhtatlve Research oo

‘ro;'“' - . « I’

3

§:
.J.

Er R

3 X 3 ‘
.any areas, that may be causmg customers problem%%Homebase

and then orgamsmg thoughts acttons and people Plannmg is system.mc rather than -

xmportant”ﬁr?tce iis a postalssurvey whrcl} Homebase conducts’amongst 2t sfmple '
| of. Spendsand ‘Save loyalty card holdeis, “This, is doné three trmes a year ‘to, gauge
satlsfacnon wrth and loyalty to, Homebase
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eThe Mystery Shoppmg Programine_ is
the serv:ce they offer to f;\lstomers Score

- id
.-«‘

. 3 __.
u I)l < P

o 2 Z
o § - fﬁ‘r’.‘)\ e

members of : an orgamsatlon isa ti'emend
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Is open to fulfill demand?:’. . .
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rggs%earch‘abwt-values gnd “ﬁe'm?s'rather than*
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X3 ‘friendly, manner? Q -
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*:"o 15 the transictio processed sifioothly? il

”of tirhe’ and-the resu]ts \Ell e compared In'addmon, t?f results of customer. surveys
mparéd and contrfs‘;wted wnth the results prowded by Mystery Shopper Reporis

iy
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“meetings are: hgld on a- re'gqlar;basas caHed ‘hudd]es Huddles frequentiy.mvolve;
team bluldmg%‘;erclses and fun actmtles such as’ qmzz”eﬂsF and. competmons such as

developlnj%a ldcas for 1rnpr0v1ng processes -w1th1n the busmess For exampie ‘the. team
: leader may 1dent1fy an area of weakness that has’ come to hght asa result of a visit b)*

encouragcd to; suggest ldeas for a range of ways'to 1mprove busmess such as’ how to
% ¥ g F {]

1mprove sales and general processes. "
' 2 v

3

§
. g
=

called lrna:lceE 2 lifference’ and is that they should I‘
a 4 .
8 ie take personal responmblhm e “ Sa ;

P

S §T

lelsurc vouchers whlch can be used i m a vanety of outlets

emplos’?ecs in’ turn w1ll help the organlsatlgn tovﬁﬁzghleve 1tsfob3ect1veof 'puttmg the

customer ﬁrst. . 4 o EErY

“q
gt

gw(ﬂzompany each award wmnenrecewes a cemﬁcatc. llmxted ed:uan pm badgcs and
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sustamable P DI
~revenue

W‘v e

. : e
.. The. Homebase'" *S%%‘
dlfferentlated. s £
« customer ¥ .

expenence

'_rerums that shareholders ina company are lookmg for Thls mter—relgt%gnshlp bcrween

: pcople proccsses and’ products to:the benefit, of thescustomer is illustrated by the.
P

Homebase Roadmap

.
W

't

.‘Conclif's'ion

T
our modem economy because we mcreasmgly makc cho:ces onthe | _basxs of how we'

E 2 Iy ’E._ N ; 3 . . }h‘.
Excellence in custome semca can only be fully achieved byfhavmg* '

anis nal culture and va ue_:system which places the custorgw atg
everythmg that an orgamsatlon and its people do. oY%

Homebasc has embcddcd thls culture of customcr service by. gmng hlgh pnonty
t0a customer servnce emphams from top managcmcnt ri ght down to thc operanonal

. on_’gan_loatlon.

1

'Qpestions: T,
. Analyze the case. and mterpret_ it.

¥, 2; mente down lhe case fact

3 What do you conclude from it?

Source: http://businesscasestudies.co.uk/homebase/the-importance-of-customer-service
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228 Summary o o o

. Vs - 4,
OB 2 . ;p»ﬁi

Fi

'I'he retail industry in India is on a growth trajectory. -However,_as.ii enters 'the -‘Jmat_ure’
phase, structure related issues will emerge, just as they did in the developed'eeohomiea.

"The; future landscape of Indian retailing should considef issues of-high provision and
. market saturation, as well as concentratlon aspects which can lead to. certam  debilitating
factors: These factors include demise of independent reta;lers price cattels and lack of-
innovation. New technology adoption by retailers has led to optmuzathn, thus leading »

to cost cutting.

Ay

‘The different approaches to classifying a retail business pomt to the complemty of |

the retallmg mdustry which includes many variations of store-based and non-store-based

forms of retailing, different forms of ownership and varymg degrees to which retallers :

offer speclahzatlon in their provduct ranges, was discussed in great detail in this’ unit.

Vlrtually every enterprise-finds it necessary to- hold *stocks’ (or inventory’) of
variousitems and materlals Store managers are responSIble for meetmg their region’s
sales and. profit goals each year, In order to' meet their sales and profit targets, store
managers sometimes develop local marketing and promotional plans to increase business..

A store manager’s duties almost always includes overseeing the vanous departments
in the store, including inventory management and ordering."A store ‘manager’s duties
also include overseeing the interviewing, selecn_on and hiring of all new eémployees.
The store manager is responsible for ensuring that-all‘employees paperwork or hours
are approved 50 that people can get pald The employee recruitment process isone of

the most critical a5pects of running a successful business.

. Theart of recrultmg and selectmg good employees is one that takes an orgamzational
commitment by the company. Performance standards describe what you want workers in
a particular job to accomphsh and how you want the job done. ‘Effective reward systems
include all forms of monetary compensation plus a wide variety of other motivators that
are important to people in a work setting. . '

The customer service job description’ gwes you a good undcrstandmg of the tasks

-respons1b1ht1es and skills involved in customer service work. Although customer servnce

jobs vary according to sector; the company and the level of the posntlon the, fundamental
job requirements rermain constant. : T

The exchange process of defective products ¢nables you to execute recall actions
between the manufacturer and. the customer, for defective parts of an object to be
exchangcd w1th service parts An object is a special product, for example a'car or-a
computer. You use this. process to offer your customer a defined list of serv1ce parts
and the maximum permitted quantities-for each object. The manufacturer runs product

_analyses, and discovers that repeated complaints point to a defective part as the cause

of a problem. Customers are notified via a product service letter. *

[
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7. Differentiate between supcrmarlget, supet-store and hypermarkct.s? . .
8. Write a short note on Technology based Retailing. - ' o
9. Describe about Store Management jRé:sp_onsibilitics.

-10. Explain about Recruiting and Selecting Employees.

- Loyalty programs are structured mari(eting efforts that reward, and therefore
encoﬁrag?:, loyal ?'buyin_g behaviour — behaviour which is poteﬁtially beneficial to the
firm. A customer loyalty program is a structured and long-term tharketing effort- which
provides incentives to repeat customers who . demonstrate loyal buying bekaviour.
Successful programs are designed to motivate customers in a business’s target market to
return often, make frequent purchases, and shun comipetitors. In retailing, these programs

_generally reward loyal customers with discounts, special offers, rebates, points, or prizes.

»

2.29

Keywords.

Job f)éscriptio’n’ A genieral statement of job duties and responsibilities.

Performance Standards: Performance staridards describe what you want

workers in a particular _]ob to accomplish-and how you want the job.to be
~ done.

Recruitment Time_li‘nei Schedule outlining the recruitment steps and timeline
‘fequired to complete each phase of the recruitment process.

Customer service: Customer service is-the provision of service to customers
5before during and after'a purchase. . -

Loyalty Loyalty ts faithfulness or the devotlon to a person country, group,
or cause.

" ]

On-line loyalty programs: These schemes vary; the common element is a push -
. toward eradication of a traditional card, in favour of an electronic equivalent.
The choice of medium is-often a QR code.

230 Review Questions :

1.

Discuss how the working age population, the percewed ‘demographic dmdend’
will drive Indian retallmg in future, :

-
“-*f -

e

2. How does concentration lead to *lack of innovation’? Dnscuss using Indian examples.

3. Why is physical shoppmg more interesting than online: shoppmg‘? Will future |

¥ generations have a dlﬁ'erent view? " P &3

4. - Compare and contrast the various kmds of retall ownershlp‘?

5. Isthe demise of independent rctalle_r, imminent? Or a few can have survival strategy.

-

Discuss.
‘% 4

6. Which are fast emergmg Retail Conglomerates in India? Do you think-they will
break-even in'near futurc‘?

PP T P S
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Discuss about Recruiting and Selecting-of Emoloyees

12. Write about motivating and managmg store employees.
13. Explam the meaning of Evaluatmg store employees and providing feedback
‘14, Explam about compensating and rewarding store Employees How you can track
Employees Performance? Explain.
15. Discuss about Sales and Profitability-in Retail Stores Management
16. Discuss about Store Operations. \
17. Describe about Customer Service in Stores Managemeqt
18. Define Customer Sérvice job description? -7
'19. What are the contents of Customer Service job description? . .
20. What are defective products? | -
21. How are defective products producéd:?rf
22, Discuss the exchange of defective. products.
23. What is meant by loyalty of a product‘?
24. Describe loyalty programs for a store:
25. What is customer loyalty program? )
26. What is online loyalty program? ) JPR ’
27. Discuss the importance of Customer Service Research,
231" “Further Readings .
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Aﬁer studymg the chapter, students w1ll be ablc to:

" |UNIT-3

% . 5 .

' Store Pla-nﬁi_ng.

El 7

(Structure)
31 Learﬁing Objectives ; |
3.2, Introduction \
3.3 Retail Image Mix
+3.4 - Space Floor Manageﬁlent
3.5 Retail Opera_tion's
+3.6  Functions of a Retailer
3.7 Stores Orgamzatlon
38 _Sclectlon of nght Location
39 Store.Layouts
3:._10 Types of Store Layoﬁts
3.11~ Store DeSign
312 Store Space Management

"3.13 _Skill of Managing Space *
3.14 . Space Planmng Concept '

3.15  Returnon Space .

3.16 Maintenance of Space l
3.17 Betaii_Performahce Measures 'E ~
3.18 - Summary

3.19  Keywords S %

320 Review Questions
321  Further Reading

¥
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3.1 Learning Objectives '\ _ .

*

-

¢ Have an overview of reta:l operatlons

e Discuss the essence of retail business
1. .

o Specify functions of a rétdiler

‘ 78 Self Learing Material T . . 2




Ay P et r

o Discuss for stores organization r B P Store P fa’"‘"w .4 o
-@- Describe’ store locatlon and its need _ . f ‘ ’ ,: u “

¢ Explain selection of a nght location R _ o L ;‘i. F

¢ Define the term Store Layout g e ; g Notes . J‘;a

e Discuss Different Types of Store Layouts

¢ Describe the Concept of Store Design . _ R
e Specify Varicus Forms of Store Design S ' ! o
¢ Differentiate between Extefior and Interior Store Designs B . ) L
. e Howto optlmally utilize the retail store space " : ::' o
° Explam vanous issues relating to maintenance, of store space - : i K "
| b Sy R
3.2 Introduction . '. T P .o
Retalltng is the latest buzzword among the busmess Itis evolvmg mtoaglobal h}gh-tech n L
business and occupies a pre-eminent position in the economics of all modemn soc1eues Yoo ‘ a;x
Retailing today is at an interesting crossroad, Town mth lower income and htgher S "'.;__.f .
employment trends would give riseto fragmentanon of the retail universe resulting in e " " _ .
a large number of small outlets, For example: 'Bombay, Calcutta .Chennai, Hyderabad, | - |
and Visakhapatnam. -

+ . The growth of retalimg in most countries .the world over is synonymous with
the growth of the mformatton technology sector in that country, as no retailer can do '
justice to his business or to his customers unless he is. able to collect and analyze,d lhe _ A

vast amount of data available to him. Retailers usually deal with very large volumes of o LT
_dataas thousands-of suppliers, which are fihally. purchased by thousands-of customers
) as well by enabling the retailer to keep track of. all thlS mformanon and.to analyze the N ‘
reports that emergence from such data. The concept of retallmg however, is still undng- i e S a
development in India, with emphasis only being laid of distributidsi. The Indian retail | T . . . 3
market is quite large but highly fragmented, comprising very few large retailers. L . I

In this unit, we will have an overview of retail operatlons ‘We will also foctis on X a5
stores organization, sefection of right location. N - S R
“Well-planned retail store layout allows.a retailerwtoﬁmaxfimize the sales, for each: £
square foot of the allocated sellmg space within the store. Store layouts generally show - S
the size and loeatlon of each department, any pennanent structures; ﬁxture locatigns A
) and customer traffic.patterns. Each floor plan and store’ layout will dépend on the type
of products sold, the building location and how much the busmess can aﬂ‘ord to putinto - R
the overall store desi gn., Store de51gn has always been used to. remforce other elements |» -

of a retail strategy. o w4

It'comprises ceiling,.walls, flooring and lighting, but instead of* fumlture retailr| * ' -

outlet houses fixtures for the. presentation of merchandise, and fittings. for eqt_upment

. ' . Self Learning Material 79
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such as tills. In chtlos{ing the materials used for the interior, retailers have to consider the

type of product being sold, costs, store traffic and health and safety. The contribution of
 these parts of a storc s exterior to an overall design can vary in rmportance accordmg

o

to the type of store forrhat aid the products on offer. B

In thls unit, we wrll discuss the meaning of store layout and design. We will also
focus on different types of store layouts and.dcsrgns.

As aregular shopper you must have visited a nu'mbe‘r of shopping malls and shopping
complexes in your location and understood the strategic importance of atmo'spherics and
Retail Space Management which is vital for any form of retail business. Its significance
emerges from the link between shopping behaviour and physical environmental factors,
These physical environmental factors influence the percep'tion of shopping duration spent
and the evaluation of merchandise'and hence, it becomes important for the retailer to

effectively plan and orgariise all the aspects related to atmospherics and retail space to
be able to opmmse scarce resources and improve proﬁtablllty Atmospherics refers to-.

the physical charactenstlcs assoc;ated with the store that includes interior and exterior
elements, as well as layout planning and display. Atmosphcncs plays a majorrole’in
attracting customers to the store,-improving the quality of service expe_riént;e, creating
a brand positioning for the outlet, and improving customer.retention rates.

+  Getting thé accurate blend of meréhandisc' and maximizing efficiency with

assortments tailored to local preferences and each'store’s physical layout afe'challengiz;g '

for any retailer. For regional chains competi ng with global _'giants, they are vital.

r‘. ! + 3 5 - L) ’

‘ Successful retail establishes with categorize the accurate position and creating the
ideal occupant mix“to go well with a meticulous target market, and ‘this is a dynamic
‘environment that we comprehend. Whether it’s at concept stage or a fully-functioning

shopping centre, the a1m of the retailer is to adjoin significance each step of the techmque
}‘
Once a retailer dec1des what to buy from vendors and how much of j lt to allocate to

specific stores, someone needs to decide where in thie stores the products will sit. This is
a very important st'ep'in retail since store layouts are crucial to the shopping experience:;
Products need to be edsy to locate, near related products, and have the correct facmgs

. Should this product be on the endcap? Should it be at eye level? Should it have 8 facings

or 10?7 Space management is about maximizing every inch of the selling floor

The objective of the retailer is to house, display and sell products and services
and realize a return on investment. Two fields that are essential for developing a retail

- environment are marketing-and design, From the-marketing field, we use sub-related

fields such as consumer behavior, communications, the marketing mix and strategy. The
design field is concerned with translating the marketing strategy into a three dimensional
forr'n_, which takes into account all the other factors, such as function, merchandise,

-
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operations, ‘service and image and is-in essence a communication medium between
‘buyer and seller. Ultimately, it is all these factors brought together in an integrative and
supportive manner that will result in the final retail concept and its success:

The success of a retail concept will also heavily depend on the training of staff on,

an ongoing basis, and manuals to describe how to utilize the concept. It is also dependant
on a team of people, such as suppliers, advertising a{gency,- and other proféssionals and
so on. The concept should take into account. historic data, current market realmes and
-predxcnon about the future consumer and retall business environment.

A retail concept should be far more than mere whimsical aesthetic considerations.

It also needs to be innovative and cost effective, flexible and oriented towards thé target |

market: More importantly, it also needs to diﬂ‘erent_iate itself from the competi!;idn so that
customers would prefer shopping there rather than elsewhere. ‘The concept should not just
be a look but a complete expenenee To this end sign age and graphic communications
and visual merchandlsmg are key ¢lements for consideration. Goods and semces need
to be presented in a way as to merease the average consumer transaction.

*

Apart from it.there:are certain Retall Space Management software which uses
influential awtomation, optimlzation, graphics, workflow and analytics.in an easy-to
use solution to foster enhanced decisions more rapidly. It aids teamwork across well
designed groups, allows management greater vxslblilty into 1mperat1ve business metrics
and lmp!’OVCS group effort with vendor partners:

Thus we had observed that presently like a long-lasting soap opera, it has -been

unfolding for approx:mately a year. Each episode brings a new expansion. The Indian
public has been tour it up in right intense. And a quiet revolution is brewing in the
Indian retail‘-épace.

3.3 Retail Image Mix

Retail Image-tefers to how a retailer is perceived by ciistomers and .others. To
succeed, a retailer must communicate a distinctive, clear, and consistent image.
Image refers to how a-retailer is perceived by customers and- others, and positioning

refers to how a firm devises its strategy so as to project an image relative to its retail*

category and its competitors— and to elicit a positive consumer response. To succeed,

a retailer must communicate a distinctive, clear, and consistent image. Once-its image -

is established in consumers’ minds, a retailer is placed in a niche relative to competitors
Rétail store image is combination of factors which sets that store apart from its competitors
Elements of Retail Image oo

¢ Store Atmosphere: A retailer’s image depends heavily on its “atmosphere,”
«-the psychological feeling a customer gets when visiting that retailer. It is

Store Planning
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the personality of.a store, catalog, vending machine, or Store atmosphere

: (atmospherics) can be divided into these key elements: exterior, general interior,

store layout, and displsys' ‘Web:site. Atmosphere created by Retailers Exterior
Genetal Interior Store Layout Interior display

- Community Relations : The way retailers interact with the communities around'
, them canhave a significant impact on both their image and performance. Their
stature can be enhanced-by engaging in such community oriented actions as -

*

these: 4 : .
+ Making sure that stores are batrier-free for dlsabled shoppers and strictly
. enforcing handicapped parking rules {

# Showing a-concern for the environment by recycling trash and cleaning
streets

'S

-

Supporting charities and noting that support at the company Web site-

L~

Participating in antidrug _pfbgrams ‘ .

.
-

Employing area residents v »

W *

o+,

Running special sales for senior citizens and other groups

Sponsoring Little League and other youth activities

R

+Cooperating with neighﬁorhoéd planning groups

£

Donating money and/or equipment to schools,

&

+ Carefully checking IDs for purchases w1th age minimum

Advertlsmg In Retail: Advertrsmg lS:pald non- personal commumcatlon

_transmitted through ouit-of- store mass media by an identified sponsor. There
care différent types of advcnising Advertising content Pioneer Message
Compctltwe message. ‘Reminder Message Institutional Message Nature of"

Payment Cooperatwc Advcrtlslng Vertical Horizontal Full payment by retailer

. PUBLIC RELATIONS : Public relations entail any communication tliat fosters

a favorable image for the retailer among its publics (consumers, investors,

..government, channel me’miaers, employees, and/the general public). It may

be non—personal or personal, paid or nonpald and sponsor coniroted or not

controlled ;

Sales Promotion : Sales promotion encompasses the paid 'communication

activitics other than advertising, public relations, and.personal selling that -

stimulate consumer purchases and-dealer effectiveness: Sales promotion goals

are: : -
~ .,.r. - *
+ ‘To'increase short-term sales volume ', g

+"To maintain customer loyalty




L

. 1

¢ To emphasize novelty
# To complement other promotion tools .
" Personal Selling: Personal selling mvolves oral commumcatlon wnh one or

more prospective customers for the purpose of makmg asale, Retail salespeople
include anyone who interacts face-to-face (or via the phone) with the shopper

. in a way that encourages that shopper to make a purchase. The level of

personal selling used by a retailer depends on the image it wants to convey, the
products sold, the amount of self-service, and the interest in igng-tc'i-m customer
relationships—as well as customer expectations. Retail salespeople may work
in a storé; visit consumer homes of places of work; engage in telemarketing;
or engage in real-time otline chat. ”

Retail_Positioning: Retail positioning is a plan of the store’s action for how the .
‘retailer will enter the target market and will compete with its main competitors...
Retail positioning from a retail store’s point of view, is a step-by-step plan to

créate and maintain a unigue and everlasting image of the store in the consumers
mind. This process reveals the fact that understanding. ‘what the customer wants’
is the success key to retail posmomng in the market. Retall positioning is made
possible under these circumstances:

*, By diﬁ'erentlauon of the store’s merchandlse from that its competitors.
« By offering a hlghrlevel of service after sales at nominal cost

+ By adopting low pricing policies.

Types of Positioning

Mass Merchandising: Mass merchandising ‘is a positioning approach
whereby retailers offer a discount or value-oriented image, a wide and/or deep
merchandise selection, and large storé facilities. .

Niche Retailing: In niche retailing, retailers identify specific customer segments
and deploy unique strategies to address the desires of those segments rather than
the mass market. Niching creates a high level of” loyalty and shields retailers
from more conventional competitors

,Customer Servu:e Many stores differentiate their retail offerings, build
customer loyalty, and develop sustainable competitive advantages by providing

. excellcnt customer service, Customer semce provides a strategic advantage

because good service can be important to customers, difficult for competitors to

dupllcate,\ keeps.customers returning to a retailer, and generatcs posmve word-

of- mouth communication, whtch attracts new customers Customer service is

all about service quality offered by the retailer and their staff; Cus;omer Service

Approaches Personalized service Standardized service Personalized service
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Retail Management requires that service providers tailor their services to meet each customer’s
_personal needs, ) '
Successful implementation of the personalized service relies on sales associates,
Notes . > orthe “personalization” offered by the retailer’s electroni¢ channe] .Standardized
‘ o ;-.-- .service is based on establishing 2 set 'of rules and procedures for prowdmg
- high quality service and ensuring that they get 1mplemented consistently. The
.effectiveness of standardized services relies mainly on the quality of the retailer’s

N . ' policy, procedures, and store, as well as its website desién and layout.

) ‘ Merchandise. Management: Merchandise management.is the process
by which: a retailer attempts to offer the appropriate quantity of the right
merchandise, in the right place and at the right time, .so that it can meet the
company’s financial goals. Buyers need to be in touch with and a_nticipate.
what customers will want to buy, but this ability to sense market trends
is just on¢ skill needed to manage merchandise inventory effectively
Merchandise planning proces.'scs Forecast category Sales Develop an assortment
plan Determine appropriate inveatery level and product availability Develop a
pl-an for managing inventory Allocat; merchatttiiéé for stores Buy merchandise
Monitor and evaluate performance and mg_}ce adjustments,

¢ Pricing Strafgg_ies:;:High&ow Pricing-Everyday LowPricing Retailers using
a high/low pricing strategy frequently—often weekly— discount;t_h;_q*'iﬁiﬁél.
prices for merchandise. through sales promotions.'However,.some customers
learn to expect frequent sales and simply wait until the merchandise they want
éoes on sale and then stock up at the low-prices. Many’retailers, paﬂiﬁulatly
supermarkets, home improvement centers, and discount stores; have adopted an
everyday low- pfiéiﬁg (EDLP) strategy. This strategy emphasizes the continuity
of retail prices at a'level somewhere between the regular non-sale price and
the deep -discount sale price.of high/low retailers Although EDLP retailers
embrace their consistent pricing strategy, they occasmnally have sales, Just not
as frequently as their high/low competition.

34 “Space Floor Management

e Floor space mz{nagemetltt-scrvcs the purpose of a sustainable and efficient use of
property, real estate, residential or commercial space. Strategies for opti‘mized__
eal estate management ensure that existing space, for example office space

or sales areas can be better used and thus be used more economical ly.

Objectives of floor-space management
The. general objectives of floor space management include:

. _ 1. Effective work flow
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Space that is .ample and well utilized _ .
. Employee comfort and satisfaction '

Ease of supervision '

Favourable impression on customers and visitors

Ample flexibility for varying needs

. s, a—y - o .
Balanced capacity of equipment and personnel at each stage in work flow

el

Store floor management is concerned with preplanning, planmng, staﬂ"lng, dlrectlng,

monitoring and conirol of activities that énhance shop efficieficy and analysis.

Production/operations activity signifies the process of transformation of materials

{(inputs} into desired output (product/services).

Production constitutes series of sequentia! opérations to produce a desuable product
acceptable to the customers and also meet the requirements of customers w1tl1 respect
to quantity and intended function. Production planning and control is.a powerful tool,
which helps to achieve.the objectives. : ¥

Benefits of Kloor space Management - ) 4y
Some vital_-beneﬁts of shop floor management are given below:
e Increased operational efficiency. thrpﬁgh standardization of operations.
¢ Reduction in occurrence of errors_ in work. -
& Revealing of loopholes in production or processes.
e Increases productivity of the staff. '

* - Positive impact on the revenue of a manufacturing business:

3.5 Retail Operations | | Ly

It is necessary to understand that in the complex world of trade today, retail would’

'incl'ude not only goods but also services, which may be provided to the end consumet In
an age where the customer is the king and marketers are focusing on customer delight/
retailing may be redefined as the first point of customer contact. r
According to Phillip Kotler, “Retailing includes all thé activities involved in selling
goods or services to the final consumers for personal, non-business use. A retailer or
retail store is any business enterprise whose sale volume comes primarily from jctailing.”

“ Retailing today is at an interesting crossroads, On the one hand, retail sales are not

at their highest point in history. New technologies are improving retail productivity and |

global retailing possibilities abound: On the other hand retailers face numerous challenges.

ul
oy

3.6 Fun_ctions of a Retailer -

o1

Retailers play a significant role as a_conduit between manufacturers, wholesalers,
suppliers and consumers. In this.context, they perform various functions like sorting,

St_(m; Planning
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. Retail Management  breaking bulk, holding stock, as a channe! of communication, storage, advertising and
certain additional services.

Sorting ‘ % a
. Notes : Manufacturers usually make one or a variety of products and would tike to sell their entire
! mventory to a few. buyers to reduce costs. Final consumers in contrast, prefer a large
variety of goods and Services to choose from and usually buy them in small quantities.
Retailers are able to balance the demands of both sides, by collection an assortment of
goods from different sources, buying them in sufficiently large quantities and selling
them to-consumers in small units
_ The above process is referred to as. ‘the sorting process. Through this process,
retailers undertake activities and perform functions that add to the value of the products-
" ¢ | and services sold to the.consumer Supermarkets offer, on and average, 15,000 different
items from 500 companies. Customers are able to choose from a wide range of demgns
sizes and brands fram just one location. If each manufacturer had a separate store for its
* |-own products, customers would have to Visit several stores to complete their shoppmg
‘While all retallers offer an m-;sortment they specmhze in types of assortment offered and .
the market.to which the oﬂ‘enng is made. Westside provides clothing ; and accessories,
while a chain like Nllgms specializes'in food and bakery items. Shoppers’ Stop targets p
: the elite urban class, while Pantaloons is targeted at the middle class.

Breakmg-Bulk

Breaking bulk is another function performed by retailing. The word retailing is derived
from the French word retailer, meaning ‘to cuta piece off”. To reduce transportation costs,
manufacturers and wholesalers typically ship large cartons of the product, which are then
iq_lilored by the retailers-into smaller quantities to-meet individual consumption needs.

Lt

ﬁelding Stock

* Retailers also offer the service of heiding stock for the manufacturers. Retailers maintain
| an inventory that allows fo instant availability of the product to the consumers. It helps
to keep prices stable and enables the manufacturer to regulate production. Consumers
« .| ‘can keep a small stock of products at home as they. know that this caii be replenished

by the retailer and can save on inventory carrying costs.

Channels of Communication

Retallers also act as the channels of eommumeanon and-information between the

L

wholesalers or suppliers ‘and the consumers. From advertisements,. salespeople and
. d:splay, shoppers learn about the characteristics and' features. of a product or seTvices
| offered. Manufacturers, in their'turn, Iéarn of sales forecasts, delivery-delays, and
customer ‘complaints. The manufacturer can then modify defective or unsatisfactory

merchandise and services.
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Small manufacturers can use retailers to provide assistance with transport, storage,

§ advertlsmg and pre-payment of merchandise: This also works the other way rOund in
case the number of retailers is small. The numbet of funcfions  performed by a partlcular :
| Notes
. " retailer has a direct relation to the percéntage and volume of sales needed to cover both

their costs and profits. - .

. o ' »
Additional Services . ) .
Retailers ease the change in ownershlp of mcrchandlse by. providing semces that makc
it convenient, to buy and use products Providing product guarantees aﬁer—sales service
and.dealing w1th consumer complamts are some-of the services that add value to the
actual product at the retailers’ end. Retatlers also offer credit and hire-purchase facilities
to the customers to enable them to buy a product now. and pay for it later. Retailers fill| - .
, orders, promptiy process, deliver and install produéts Sales people are also employed
by retailers to answer queries and provnde additional information about the displayed
products The display itself allows the consumer to see and test products before actual_

Transport and. Advertlsmg Functions : Store Planning o
|
|
|
' purchase, Retail essentially completes transactions with customers.

i

Services of a'Retailer .
A retailel' provides a number of services to-the customer and to the \i'holesale_r which
are discussed below . 2
. 1. He prowdes ready stock of goods and as such he sells and quantity 6f goods: desu‘ed )
by the customers,
2. He keeps a large variety of goods. produced by different produ?:e’rs and thercby
. ; _

ensures a wide variety of choice to the customers.

3. Herelives the consumers of maintaining large quantlty of goods for future per.od
| because he himself holds large stock of goods.. -

4. "Hé develops personal relationship with the customers by givit}g thei‘n credit,

“He pI'OVIdCS free-home delivery service to the customers

5

6: He informs the new product to the customers.
7. He makes arrangement for replacement of goods when he receive complaints. o
8. He gives valuable market iriformation with regard to taste, fashion'and demand for
J the goods to the wholesaler. b
9. The retaller maintains dtrect contact withithe customers, and 'so he reheves the

g wholesaler with regard to rnamtenanco of direct contact.

t
10 He helps the wholesaler in getting their goods distributed, to the consumer.

" He is regarded as an 1mportant link between the wholesaler and the consumer ' : -

12 He creates demand for the products by d1splaymg the goods to the consumers.
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3.7 Stores Organization

An organization isa formal arrangement of roles and ranks put in place to attain some

‘particular objectives. The arrangement. of a retail organization. depicts the role of

Notes
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employees and the modé in which the organization operates. To outlin€ an effective retail
orgamzatlon structure, managersfowners must describe store objectives, recogmze the
tasks; categonze the tasks andjobs, and allocate respons:bllltles and power to dlﬁ"erent

positions, and define the link between them. Organizations can have flat arrangements or -

vertical (tall) arrangements. A flat organization arrangement has only one or two levels of

" management, whereas a vertical orgamzatlon has more than two levels of management. -

ThlS unit will discuss forms of retail orgamzatlon and number of organization-levels.
+

Organization Structures ,

Most store and catalogue/web operations are likely to have different merchandising and
mventory planning organization structures. Some of the aSpects that need fo be considered,
while integrating stores and direct channel organization structures are:

¢ Need to maintain single or. multiple merchandising and inventory management

~ organizations for different sales channels to determine merchandising

direction. ’ . ‘ A ’

e Define 'relevant performatice metrics to evaluate business functions. Manage
owners:hip and accountability for category performance and profitability.

¢ Ensure that the new organization structure does not impede the flexibility and
dynamic responsweness of the Internet business.

Store management takes care: }
13. That the required material is never out of stock.
14. That no material is available in excess that required.

15. To purchase materials ‘on the principle of econom:c order quantity so that the
associated costs can be minimized. "
16. To protect stores against damage theft etc. This can be achieved through:
i A pfoper purchasing practice, .
(i) An adequate procedure of receipt and issues of materials,
(iif) Proper methods of storing matertals, '
(iv) An effective system of phiysical control of maten:als, and

(ir) A prdi)ei' method of keeping stores record.

Forms of Retail Store Organization -

Retail organization structures differ according to the type of retailer and the.size of the.

 firm. For example, a retailer with a single store will have an orgamzauon structure qmle

different from a national chain.
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Organization of a Smgle—Store Retal]er Owner~managers of a single store may
be the entire organization. When they go to unch or go home, the store closes. As sales

grow, the owner manager hlres employees Coordinating- and controllmg employee

aetwmes is easier.in a small store thian i in a large chain of s stores The owner-manager ’

31mp1y assigns tasks to each-employee and watches to see that these tasks are performed

‘.properly Since the number of. employees is limited, single- store- retallers have little

specrallzatlon TN E ¢

Each employee must perfonn a wide range of actmtles and the owner-manager

i

is responsible for all management tasks. ;

. ] Owner-manager . ok ,
) ¢ ‘Strategic Management’ ' c
a R o :
'Accolmtant b , F
| Financial Control

] 1 ‘ e .

- : 5
Merchandlse Manager . gtore Manager . i
- || -Merchandise Maragement _ };ore Maﬁlagemenltwa 2 $
'Adverhsmg and Promotion uman Resotirce niagement :
Distribution> o~
oy mi—] 5
.Sales people

! Figure 3.1 Organization Chart of a Small Retailer - |

Source: Everonn_Retail Managernent-_'iixlﬁbit 6.1: Organization Chart of a Small Retailer .

‘As sales increase, specidlization in management* may occur when the owner

manager hires additional manegement employees. Figure 3.1 [llustrates the common

* division of management responsrb111t1es into merchandlse and store management The

owner—manager continues to perform strategic management tasks The store manager
may be responsible for admmlstratlve tasks assomated with _feceiving and th1ppmg

merchanchsmg and managmg the employees The merchandise manager or buyer may-
handle the advertising and promotion tasks as well as the merchandise manager or buyer ’
may handle the advertising and promotion tasks as well as the merchandlse tasks. Oﬁen )

the owner-manager contracts with an accountmg firm to perform financial control tasks

for a fee.

b

.,Organizat_'ion of a Regional Department Store: In contra‘_st:'t_p the managément of

asingle store, retail.chain management is complex. Managers must stupervise units that
q ' h

" are geographically distant from each other. In this ‘section, we use Rich'and o:vnéd"by ,
_Federated Department S_tores 1o illustrate the organization ofa large ‘multi-unit retailer.

The Rich Stores merged three regional department store chains, Wh1le the store carry the

_Dame ofthe reglonal chains, there full name of the division, we trad1t1onally, department

* o

.},
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Notes .

stores ‘were family-owned' and managed. Organization of these firms was governed

by farmly circumstances. Executive positions were designed to accommodate family

mémbers involved in the business. ‘Then, in 1927, Paul Mazir proposed a functlonal
organization p_lan that has been adopted by most retailers. The organization structures

. of retail chains, including Rich-management tasks into separate divisions.

~ Chaimman. , COO
~and CEO r '
i - E - | ’ Executive -Executive VP
SV T svp - \_IP Siores‘ HrfO.met1§ns
isi Merchandising Marketin ' -
Merchandising | | 2 Planning’ g eting S VP . P
Visual Finance & Loss
| _ I . ‘Merchndising Prevention
Divisional Divisional " l_, ' |
Mercharidise Planning i Region] VP
Managers : Manag_ers VP Stores Community
1 | . Affairs
[ Buyers | | Planners-|
Store Managers
~ Associaté. | | Associate Regiénal
Buyers Planners Mérchandise
‘Planners
Assistant . Assistant ' !
buyers Planners

Figure 3.2 Organization of a Regional Department Store Richs

Source; Everonn_ Retail Management _Exhibit 6.2: Organization of a Regional Depariment Store Rich

Figure 3.2 shows Rich Max have similar organization structures. Vice presidents

N responsible for administrative tasks, specific- merchandise categories, stores, report to
N i

the chairperson and president. ¢

In most retall firms, the two senior cxecutwes typically called the CEO and COO,
work closely together in managing the firm. They are frequently teferred to as principles
or.partners. One member of the partnership‘is primarily responsible for the operating
divisions. In Rich responsibie for merchandising and the-CQQ 1is ré_sponéible for
operations. However, these responsibilities and employees work at corporate headquarters.

Merchandlse Divisionr: The merchandise division is responsible for procurmg the
nierchandise sold i in the stores and ensuring that’ the’ quallty, ﬁssmnablhty, assortment
and pricing of merchandlse are consistent with the firm. '

" Fi igure 3.2 shows a detailed organlzatlon structure of chh simply a more detailed
view of the merchandie categories-on the 1eft side of Figure 1.2. Each senior vice

‘ president/General Merc:handise Ma,nagera('GMM) is responsible-for specific categories
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of merchandise. GMM:s report directly to'the chairperson and CEO, the partner in charge
of the merchandising activities.

Buyers: Buyers are responsnble for procunﬁg merchandise, setung prices and
markdowns, and managing inventories for specific merchandise categories. They attend
trade and fashion shows and negotiates with vendors on prices, quantities, assortments,
delivery dates, and payment terms. In addition, they might specify prwate -label
merchandise or request modifications to ‘tailor the merchandxse to the retaller

* Although buyers are given considerable autonomy.to ‘run their own busmess

they must adhere to an inventory budget that will vary from season to season. The .

budget is the result of a negotiation between the buyers and their supenors, dmsmnal
merchandise managers.

In recent years, the buyers’ role in'supermarket chain has evolved into a category '

manager. Traditional supermarket buyers were vendor focused. For- example they
would just be responsible for buying merchandise from a vendor such as Campbell or
Kraft. They developed close relanonshlps with vendors and were more concerned with

maintaining these vendor relationships than selling products,to customers. This focus ,

was partially caused by evaluanon systerns that rewarded supermarkct buyers more for

securing price discounts rather than sales, gross margins, and inventory turns. *
Category managers are responsible for a set of products that are viewed as substitutes

by customers. For example, a category manager might'be in charge of all pastas packaged,

or canned. Category managers are evaluated on the profitability of their category. and

these are motivated to eliminated buyers in most other types of retail ﬁrms have always
been responsible for merchandise categories.

Thus, the term éategory manager is used primarily by supermarket retailers,

Chairman & CEQ
I I p H 1
Sr. VP Sr. VP Sr. WP Sr. YP Coxe
Rsady-to-waar Home Men's & Kids' {Cosmehcs
: AccassOries
) Intimata kids)
[ y I — |
Divesional Divisioned Divisionai Divisional
- Manager Manager Maninger Manager
Met's chothing Young men's Man's sportswear Mert's fumishings
and shoes _adboys - ! !
I D T , .
I 1 H . 1 B ]
Buyer : Buyer ‘e Buyer . Buyer : Buyer
Hithger Poks. Active. awim Woven, i Krits,
[Assistont buyor | | Assistant buyer | [Rssistant buyer L {Assistant buyer | [Assistant bayes |

Figure 3.3 Merchandise Division Organization: Richs
Soufce Everonn_ Retail Management _Exhibit.6.3: Merchandise Division Organization' Richs

Planners: Tradltionally, buyers or category managers were- also respon51ble for
.determining the assortment stocked in each store, allocating merchandise to the stores,
monitoring sales, and placing reorders. Giving this responsibility to buyers meant that

Store Planning

Notes -
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the merchandise strategy within a store might not be coordinated. For example, some

Retail Management
. buyers might allocate more expensive merchandise to a store in high-income areas, but
others wouldn’t make this adjustment. ‘: »
" To address these problems, most retail chains créated merchandise planners, with
Notes o '
a senior VP of planning-and dlsmbutlon who are at the same level as the merchandise
, managers in the buymg orgamzatlon Each merchandlslng planner is respons:ble for
! . allocating merchandise and tallonng the assortment in. several categories for specific
stores’in- a geographic area. For example, the planner at The~L1m__1ted would alter the
| basic assortment of sweaters for the different climates in ‘country.
l . Stores Division: The stores divisiof is responsible for the group of activities
undertaken i in stores. Each v1ce president is in'charge of a set of stores. A store manager,
1 { oftén called a general: manager is respon31ble for activities performed in each store.
Flgl.u‘e 3.4 shows the organization chart of a Rich three. asmstant store managers
N reporting to, thern. The assistant store manager for sales and merchandlsmg manages
the sales associated and presentation 6f the merchandise in the store.
N ’ % - r - - . - x
S Genéral Manager
Lo {Store Manager) ' -
. - S
. Ass:stam Store Manager | | Assistant Store Manager
o Operations’ for Human Resource
T : By - . . i
& » ‘J_n. A o
) . Assmtant Stona Manager . o
9 Selling-and Merchandlse
i ' »
. Assistant ‘Store Manager Y .
£ Selling and Merchandise
Group Sales
ol Managers
+ M ' . . * {
§ S
-} ~Sales: .
» > Managers* g
; I
Sales People ,
F ig_ilre 34 Store- Ofganiiatioﬁs: Richs
» . C o
. Source: Everonn_ Retail Management_Exhibit 6.4: Store Organizations: Richs
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The assistant manager for hurnan resources is responsiblé for selecting, training,
and evaluatmg employees. The assistant, store manager for operations'is. responsrble

. for store maintenance; storé security; some customer sefvice actmtles such as returns

) complamts and gift wrappmg, the recervrng, shipping, and storage areas of the store )

the general manager may perform the ‘tasks done by an assistant store manager for

merchandlse . ' .

Group sales managers, sales managers, and the sales people work wrth customers.

in specrﬁc areas of the store. _ . ]I

1
Example: A sales manager might be responsible for the entire area in whiich Kitchen
appliances, gifts, china, silver, and tableware are ‘sold, whrle a group, sales manager

might.be responsrble for an entire flodr of the store. .

Corporate Organization of a Regional Department'Store Cham

3

i
The decrslons made at the corporate office mvolve activities that set strategic diréctions
-and increase produetwrty by coordinating the regronal chains managemeut 1nformatron
system and one’ pnvate and effectrve than having separate systems and programs in

"

each regional cham , . o
Corpo_rate-Func__trons Activities performed at the Federated corporate office, rather
than at the regional cha;in level, include: . - ' . )
1, Corphorate (Cincinnati,,{)hio): Support services cover thx,_aﬁdit, aceording:eash
management and finance, internal audit, planning, insurance, economic forecristi'ng,

law, corporate communications, purehasmg, store. !

2. 'Merchandlsmg and Product Development (New York) Thls functron develops |

) 'merchandlslng strategies, coordinates relanonshrps with vendors designs and

'sources private-label merchandise, and managers marketing programs for private-

“brand merchandise. Among F ederated Clubroom, Tools of the Trade, Badge Style '

. & Co., and Alfam

3. Financial Administrative a'nd. 6redit Services. G'roup (Mason, Ohio)E This |

group provides proprietary credit cards and setvices for each regional=departrnent-
. store chain. Federated has over 58 million credit card holders. The group @ also is
‘responsible for payroll and benefits processing. . . . 1

4 Federated Systems Group-(Norcross,.Georgia)_: This di\?ision-designs, installs,
ahd manages the information system used i:ry all divisions. - | !

‘5. Federated Logist:cs and Operatrons (Secaucus, New Jersey): LOngthS

_ coordinates and manages the logistics and dlsmbutlon functlon as well as aceounts

payable purchasing, store planmng, vendor technology, and energy management

p]
.and expense control _ “

Store Planning -
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The History of Federated Department Store Chain

Federated-Dep::rtment Stores was founded:in 1929 as a holding company by several -
family owned, regional department store chains, including Shillito Bloomingdale Lazarus,

| founded in 1851 in'Columbus, Chio; ar_nd Abrahaxfl & Stravs, founded in'1865.in New-

York. Over the next 30 years, Bon Matche (Seattle), Rike Burdens (Miami), and Rich
Basement (an off-price retailer) and gold Circle (a full-line discounter) and acquired Ralph
*West Coast supermarket-chain). Each of these chains was operated as an independent *
division with its own buying office, distribution centre, corporatc ofﬁces and' human
Tesources. pohcles While the divisions were proﬁtable the stock pnce was low.

. Bloa'nngdde’s Lo
The Bon Marche. = Federated
. f Corparate
£
' ~ Federaled
_ Merchandising and
. Product Deveopenent .
Macy's East || '
Federated - .
.. Systems Group
Macy's West |y > '
Ricflamny == Credit Servies
Goidgﬁm‘s'- .
“Federated Diret.
‘ ngure 3.5 Federated Department Store

- e et Mtm e e e e mmeemes e R .o
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2On J anuaryflsgl 990 the retall subs1dlanes could not pay the mterest"_' "n»?“ e débi'and’ Store Playning

Source Reﬂectwns 200! Fact Book (Cmclrmau, OH Fedcmted Department Stores. 2000), and personal
communications with Carol Sanger, Vice President, Corporate Affairs; Federated Department Stores.

Organization Structures of Other Tjwpes of Retailers

Most retail chains have an organization structure very similar to Rich with Reoble i
charge of the qlerchandising, store management, and administrative tasks reporting to the
CEO and COQ..Only corporations that operate several different chains, suchi as Target,
The Limited, and The Gap, have the overarching corporate structure. Large sipermarket
chains such as Sai"'eway and Kroger are often organized geographically, like Federated
Department Stores, with each region operating as a semi-independent unit having its
own merchandise and store management staff.

The primary difference between the organization structure of a department store and
other retail formats is the number of people and management ‘levels in the merchandlsmg
and store management areas. Many.national retailers such as at corporate headquarters
and have fewer buyers and management levels in the merchandise group. On the other
hand, these national retailers have many more stores than a regional department store
-chain like Rich have more managers and management levels in the stores division. ‘

Example: One person is résponsible for stores and operations at Th:e Gap, in contrast
to the five regional chains and one national chain (Bloomingdale Stores organization). But { ,
The Gap, with over 1,000 stores, needs more levels of store management (14 zone vice [*
presidents, 18 regional managers, and 195 district managers) than Rich only has 76 stores.

4

Frahchis_e_ Stores

Franchising is ari agre'emle,nt between a franchiser and a franchisee that allows the

franchisee to‘operate a retail outlet using a name énd format dcveloped‘and supported by

" the franchiser. These, stores can be restaurants ‘fast food outlets, apparel outlets sports
‘ goods outlets, hypermarkets et.

-Self Learning Material 95
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.Reta}{ Management.. .. <Inthis kind of an arrangement, generally, franchiser charges franchisee a lumpsum
- v fees towards usage of brand names, retailing expertise plus a royalty : and franchisee has
i { tobear all operation.cost along with abqve and as.t6 earn profit. Though in recent tlmes-

franchiser also underwrites the fosses if it occurs to avoid high attrition and motivate
franchisee to invest as these kinds of arrangement require high investment. Franchisers-
! supportifranchtsec with merchandise plannlng, store management, t]'alnmg, manpower

,Asoﬁuremg, _IT support, interiors-and advertising at nanonal and regional 1evel
o ‘f»!}‘{

L "’!‘«a
employ more people and hold huge stock. This model has helped people with adequate
BRES,

capltal but without any teckinical knowledge to- enter’ into retail trade. In India, UCB,
Reebok, Adldas Lee are examples for this.kind of retalhng.

This format fuels: growth faster as franchlser does not need to block huge capltal

L

N38 1 Sele_c"tion of nght Location

[

"In today’s competifive retail environment, sales and market share preservation and

are constantly engaged in self—cvaluatlon of whlch an important component is ongoing'
assessment of a retailer’s store deployment plans. Makmg better site location decisions
. - for.the retail sector is about staying ahead of the competltlon entering a.new market,

o

.or just famﬂlarlzmg themselves with the new advancements in methods and technology
- facing their industry today.* Ve

L

- |. Considerations in lLayou“t Selection

Location decision is very important ini retailing business because location involves-large
cost. Customer traffic is also aﬂ'ected by the selection of"ilocatiOn“whieh consequently
| affects the volume of business. Thus relatler should understand the ‘importance of
- location decision in the context of retail business.” ~

Level of Location Decmon' There are three aspecte of location decision. First,
w a retailer will have to decide about the city where he wants to starts/shift his retail

. business. Secondly, he has to select pamcular area or location within the decided city.
1 And finally he decides the exact site. Within any ¢entre, one specific location will have
. the highest level of customer traffic. - L
The selection of*a particular city is affected by the followmg factors |
1. Trading area of the city_ !

Retail trade potentiality
'Populatlon

Per Caplta Income

e S L

Distribution of income. - ] ‘

96 Self Learning Materia_i

growth are“critical to survival. It'is not surprtsmg then that most-successful retailers -
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The selection of particilar area is affected by the following factors:. /

! 1. Direction of development of the city
| 2. Compa}éhfi‘ve'sn'ength of competitors in that area )
3. Planning regulations. . Lo

4. Availability of easy routes

)

Factors affecting specific sites include: ~
v 1. The relationshig.) of the site to the main area -
2. Parking facilify L .
3. Costofthe site_.

4.
5.

‘The existence of similar or complementary retailers

Suitability for the particular business ' ¥ Lo ;

Standards for Location and Layout of Stores

Following are the desired standards
1,

1
. F -

Location of the stores should be carefully decided and planned so as to ensure’

maximum efﬁcnency

[

} 2. The best location of stores is one that minimizes total handlmg costs and other cost
related to stores operation and at the same tlme prov1des the needed protectlon for
¢ stored items and materials. o
3. Stores location depends upon the nature and value of the items to be stored and the
frequency with which the items are received and issued. '
4. In general stores are located close to the points of use. Raw materials é-re.'stpred

e

nedr the first operation in process, materials close to the npxt.operation,‘ﬁnished
goods near the s,hipping area and tools and supplies in a_location;centralf to the
personnel and equipment served.

5. All departments should have easy access to the stores and especially those which
réquire heavy and bulky materials should have stores located neatby.
6. In big industries, having many departmerts stores, departrpent possibly cannot be

:situated where it is convenient to deliver materials to all departments and at the same

time near thé receiving department: thus it is convenient to deiiver: materials to'all
departments dnd at the same time bé near the receiving department thus if becomes

» often neccssary to setup'sub stofes convemcntly situated to serve different departments.

7.

In decentrallzed stores systcms each section. of the industry has separate stores
attached with it, whereas in centralized stores system the main store located centrally

* - fulfils the needs for each and every department.

Store Pfan{{ing

Notés

Y
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Types of Retail Location P

A retailer has to-make a demsnon about the best type of locatlon for its: dec1s1on Major

c!ass;ﬁcatlon of retail locatlon is as follows:

1 og; :SelfLearning Material

LS

Solus Location: It is also known as freestandmg locatlon If there is no single
retail outlet in the vicinity, it is called solus location, Rctallers Ithat select
solus location want to avoid competition, Rent is also low at this type of

locations
f‘

-Planned Shopping Locatlon “These types of locatlons ar¢ deliberately .

designed for retail business. Planned shopping céntre may, ‘be categorized as

~ shopping mall or retail part etc. These have advantage of consistent image for

the shopping centre.

Unplanned Shopping Location: Contrary to planned location, unplanned
shopping location is characterized by fragmented ownership. It ha§ evolved in
a.gradual pif_:cemezil manner where two or more retail stores locate together on
individual considerations. We may find two or three or more stores for same

merchandise,

Nature of Metro Development: Because of automobilc-based inter-urban

dispersal, the ¢ity has evolved inio a restructured form called multi-centred.
métropulis. Classical models cannot accommodate’this new reality easily.
Thie rapid spread of urban India owes much to the nature of the-radial and
un,umferultlal road network which results in near équal levels of convergence
hmc acroz.b the mulropolltan area, destroying the region w1de advantage of the
CBD. Low housing interest rates reinforced the- trend fowards single- famlly
housing’ in.the suburbs. Intercity neiéhbourhood redevelopment involves
gentrification -’prdpcrty'upgrgding by high’ income setile[s- that frequently

results-in the displacement of low-income residents. Jobs are moving out -

with moderm technology and development, and so:are shopping centres and
entenamment The need for the city, as far as the middle class is concerned, has
diminished. Affordable housing isa major problem in toclay s modern cities, and
planned public housing prq]ccts have not solved big c1ty problcms The inner.
city is home to the metropolitan disadvantaged and includes a few specialised

services,-whete suburban and satellite cities house the affluent and support a

'ranu, of scervices that were previously city-| -bound: Local and regional planners

ll‘lClEﬁbII‘I{,i) support the notion of increasing the supply of housing in job- llCh
areas, and the quantity of ans in housmg rich areas. The concept is jobs/housing
balanée. The suburbs create most new employmenl opportunities matched to
the work- skills of innér city résidents. This:is knovwn as the spatial mismatch -

theory. Thus, the poor are-faced with the problem of cither-finding work in a




{

.

stagnating industrial area, the inner city, or commuting longer distances to keep

up with the dispersing job market through reverse commuting. This also has an
influence on the location of the retail outlets. The nature of the target segment
_ of the retail outiet therefore determines the location of the outlet.
" Lab Exercise Go to website hitp://delhimetrorail infol"and study its route detail
‘with corresponding fair for a'specific distance coverage.
o Locational patterns of cities include: Transportatmn cities aligned along
tran_sportat;on routes and at junctions of different types of transportation;

specialised function centres that develop around a localised pbysiéal resource;,

uniform pattern of centres, referred to as central places that exchange goods
and services with their hinterland. Central-place theory emphasises that cities
perform extensive services for their hinterland. Business conducted totally
within the hinteajland is called settlement-forming trade. Activity that is directed
to outside markets is called settlement building trade: Bu_sinegs conducted
with residents of the centre is called settlement-serving trade. It should be

L

clear, what is the nature of the store that we have, in order to locate the store

accordingly. ' e .
.o Development of Central Places: Central places serve large areas around the
' city. These areas are called hinteriands, tributary areas, trade or market areas,
or urban fields. Areas of Dominant Influence (ADI) -also called daily urban
. Systems, is that area that describes the extent of the social, economic, and
* cultural ties between a:city and its tributary region. Newspaper vi.vulation and

commuting are conceptually good indicators. People in the tributary area, look |

in the regional newspaper for information on sales and social events or in the

city.as an employment location. A good measu}'c for locating outlets is'to use . |-

this movement of people.

It is possible to order centres and create a hierarchy of central places Highest order
good offered by the cehtre determines the order of a centre. A central place hierarchy
can be regarded as a mult_ipl‘é system of nested ceritn:t_as and market areas.

The largé centres are widely spaced while the hamlets are the most numerous.
‘The determmatlon of the size of the retail outlet in a location especially the city implies
application of the same concept. As the size ‘of the outlet increases in.the CBD of the

city, its primary tradmg area increases and therefore the number of such outlets are less.,

Hierarchy: Space preference structures measure the trade-off between ajourney’s
distance toshop for goods and services, and the town.size. The larger the town size,
greater the positive mental stimulus, while the increased distance to the town centre is.a
negative mental stimulus. Rural residents receive a certain payoff to go a certain distance.

Task Cdmment upon the statement: Town.size as a surrogate for the market
basket of ‘shopping possibilities that exist there measures the payoff. "

LY
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i ;i-;ﬁ.ﬁ“GASESTUDY Decentrahzahon w1thin a Bonk Retalle;:

: are as mdmdual

 [Feach mdlvldual branch a'sensé.of 1dentlly and Ioeal relevanee-' = o

e

- .
A central- place hierarchy ‘of goods and services also exists inside the city. This
hierarchy is the retail hierarchy, and urban res:dents display a similar behaviour to rural
residents. Shoppers obtam low order goods from the closest places and higher order
goods from higher order centres. “
r‘ Typically, location models identify as ‘best’ that new location, which maximises
some measures*of overall financial ‘performance for the organlsatlon often the total

- revenue.'In doing So, the-model. usually allows. new. locations of the organisation (as

long as total=revenue is aximised)-to cannibalise revenue from old.locations. While

- this poses no probiem to the. corporate-owned eham franchise systemns are different.-A

current franchiséé would he undersla.ndably upset ifanew franchisee location canmballses‘

'{ -revenue at his’her, no matter that system—mde revenue increases. From the franchlsee s

perspective, the lost sales have been pirated away, just as surely as if by a competmg
system Therefore location alsn plays an important role in determining franchlsee site-

seleetlon dec:smn P

el o 2
o

lntmductlon .

¥
!
i

e

The large wggpemahst book retatier; inéthe UK and Ire!nuﬁ 1S Waterstone ;It has

mm‘e thenégggggnchgs andgempioyv appr 0x1rnately 4, 200 people jrOrgamsatlt)ns
i atnims and: "o<:1et1es*The|r w1de!y dlf‘ferem eultures are reﬂeeted
ng thesr value i ; E’?n,Waterstone 51 the beltef is. that each branch
lS part of the. local eommunlty In-thls Context, the buymg decmons of eich branch'

B3
should,‘therefore directly reflect’ and respond to-local customer demand, whlch gives-

- e

:mwersny and. ollece campuseq AII branches -are tailored [ meet. he needb qf
k3

chment areaaand_ Ilncal market Recent developmenL;Include an

bé ordered e]ectronlcally, and another superstore\ '

" :
3 e ¥
b '

1
1
F

'._“ithiheadil;l.'y al ls_ 56,000'sq;= :
Vision:, > *g ; . .

-

Shanng a vmon endbles everyone within® an, nrgdnlsation to think ahead and be part
r he fulure of that bus:ness The shared purpose .wrthm Wdterstone 'S is,

requxred tngdellner the, kmd of:service: ﬂns vision. demands Waten:tnne s beheves ‘
penpie are its most valuable- assct.. People need to know: where the ¢ orgamsation is.

gomg and; what it is atmmg 10 achiey
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f" P 2 As loca,

,are. best placed to respond accurately and 1mmed1ately to: customers needs m? .’gﬁ
Notes : E-- 3 commumcanon between customers and booksellers, who are a150 the company’s,
. buyers is. aitwo way process. Quest:ons'
: SF eoni
I. Analyze ‘the; case ‘and: mtcrpret it” ¢

__ 5 e :
nte downthe case fact g .

gy

Source: http:{!busmmcas&smdles.co.ukf waterstonesideceﬁtrali.sation—'udthin-a—boolgreﬁilerf organisational-
structure html#axzz211cBDSCv N ‘

39 Store Layouts

Store layout is the way, the store or business space that is used to promote sales and to
.satisfy the customer. Figure 3.6 shows general layout of a retail store.

4

Figure 3.6 Layout of a Retail Store

Source: hitp:/fwwivredmond k12.0.us/145520121313341393/1ib/145520121313341 393/Ch-18_ not-és_
ONLINEpdf ’

A freeform layout is less systemizéd and can accommodate a wider variety of
ﬁxturmg It is also more conducive to browsing. Whilst prov1dmg increased flexibility
freeform layouts can result in customers feeling ‘lost’ in a mass of merchandise and
fixturing, and so in larger stores the merchandise areas are often broken down by a series
of wallways~and/or partitions. This helps customers to-orientate themselves within the
store and allows a certain degree of departmentalization.

Where a retailer has a limited range of merchandis¢ or in situations where a high
' . level of personal selling is required, a number of alternative. approaches can be used.

102, - Self Learning Material __ .
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The first is to surround the customer with merchandise; which is sometimes’ rcfermd to
as the bouthue layout Alternatively, the store may be dmded up into ‘service stanons
“wherea customer and sales person sit down to discuss the purchase, with the merchandise
conveniently nearby to refer to. This type of layout is used in personal communications
stores such as earphone Warehouse. Another approach is to house the merchandise behind
a counter, a technique used in high-value merchandise stores because of the sec?rity_ risk.

As well as exposing customers to as much merchandise as possible, ‘layouts can
also make a contribution to the selling process by placmg complementary merchandise
categorics adjacent to one another, and seasonal and impulse product catcgones near
to areas of high footfall. .

3.10 Types of Store Layouts

There are a number of different types of layouts commonly found in,retail‘st(irt_:s. The
layout used will be dependent on the width and depth of the product range, the nature
of the product categories sold, the type of fixturing used and the constraints of the outlet
in terms of size and shape. The objective of a store layout is,to maximize the interface
between customers and merchandise, ‘ _ '

Félldwing are the basic store layouté and circulation plans that all provide a
different experience: " |

1. Straight plan: The straight floor plan makes optimum use of the walls, and utilizes

the space in the most judicious manner. The straight floor plan creates spaces within

the retail store for the customers to move and shop freely. It is one of the commonly
implemented store designs.
i

|nnuu[m

Figure 3.8 Straight Plan

Sowrce: http:/iwww.managementstudyguide.cony'store-desigri-and-layout him
This plan divides transitional areas from one part of the store to the other by using
walls to display merchandise. It-also léad_'s itie consumer to the back of the store.
‘This design can be used for a variety of stores ranging from pharmacies to apparel.

2. Diagonal Plan: According to the diagonal fleor plan, the shelves or racks are kept

diagonal to each other for the owner or the store manager to have a watch on the |

customers. Diagonal floor plan works well.in stores where customers have the
liberty to walk in and pick up merchandise on their own. It uses perimeter design

Store Planning

Notes
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which cause angular tiaffic flow. The cashier is in a central location and easily
accessible. This plan is most suited for self-sem-.,e retail. v

™IS
N

Frgure-3.9 Diagonal Plan ~

4

¥

L3

Source: hitp://www.managementstudyguide.com/store-design-and-layout.htm

3 Curved 'Plan: This i is also called angular floor plan. The fixtures and walls are
gwen a curved look to add to, the stylé of the store. "

L 0.0 .‘ '-
‘O O Oy '. ‘

Figure 3 16 Curved Plan

-

-Source: http:ffwww.managementstudygqide.conﬂstore-design-and-layout.htm

** Angular floor plan gives a more sophisticited look to the store. Such layouts are
often séeﬁ in high end stores. It arms to create an intimate environment that is
inviting. In this plan there is an emphasis on the structure of the space including

*  the-walls, corners and ceiling this is achieved by making the structure curved and
“is enhance by circular floor fixtures. Although thlS is a more expenswe layout it

is more suited to smaller spaces like salons and. bouthues «

-

4. Varied Plan: In tI;us plan attention is drawii to spec1a1 focus areas, as well as having
- storage areas that line the wall. This is best suited for footwear and jewellery retail
.S1OTes, ' .

5. Geometric Plan: Tﬂe racks and'ﬁkture_s are given a‘geo,metr'ic shape in such a floor
plan. The geometric floor plan gives a trendy and unique look to the store. It uses
the racks a'nd the retail floor fixtures to create a geometric ftoor plan and circulation
movement. By lowering parts of the ceiling certain areas can create defined retail

spaces. This is well suxted for appeal stores
* ) .

Flgure 3.11 Geometric Plan

fa

* Source: http:}‘fmvw‘ﬁmnagememsludyguide.conﬂstom-ﬁesign-and-layout.htm
) r .
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6. Mixed plan: The mixed floor plan takes into consideration angular, diagonal'and

R . , - e )
straight layout to give rise to the most functional store lay out.

| 3 | 1 | NI | H

“On. O
i U.%%;/ .

e Y.

** Figure 3.12' Mixeéd Plan :

Source: hitp://www.managementstudyguide.com/store-design-and-layout htm

3.11 StoreDesigh. o o

Store des;gns are fundamemal to any store’s success. Good store design creates the -vital

rdlﬁ‘erence in‘today’s cornpetltlve marketplace. The exterior of most stores includes the

fascia, mennoned above the store entrance the archltectural features of the' ‘building”

and windows. 3

SCASESTUDY: Store. Layout@{g Desipnis

| toré’ layout and demgn are‘factors that contnbute to l;he umquenessmf:
b Y b % EL g ¥ :
' The exterior. d.mtenor‘ofea- grq copvey several messageg about the: storc'

. u "‘r"i_&,‘ ;n,a-ﬁ d’_g -
h vhouses retail store},(whether new or oId).and-the

1) ¥y 3 " }h-

e o

;% and theft prey‘éentlon are: some -of the: ey;factqrs;

i i : : e, k¥ -

ikept:in mmd hile de ﬁlopm a store S; exteno BT _ “‘i%}
' S A T iR
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Retail Management “seof fixturcs, chsplays, colour lrghtmg, musrc, scent, ccrlmgs aad ﬁoor and desrgmng :
7,
all of these properly Merchandrse prcscntatlon lS the most srgmﬁcant aspect of store
. Notes
\
Source: http fwww.icmrindia. org!courseware!Reta11%20ManagemenUStore%20Layom Desrgn Visual%20
. Merchandis.htm
|\
\ . #+

. ) ’ Figure 3.13. Store Design

Source: http:fiM.p‘;iIaydislp1ay.conﬂimagesfservicesfciememsfphotos! ILarge.jpg

Store design has always been used to reinforce other elemcnts of a retail strategy.
For example, plush carpeting and marble used in a store denotes high-quality mcrchandif'sc
and may suggest a high-price positioning. Strip lighting and dump bins for merchandise
"brings thie word ‘bargains’ to mind. However, as retail markets mature, the design of
retail space is increasingly being used as a means by which strategic aims are reached
For examplc in 2001 Safeway introduced a new store design to reinforce their posmon
as a good—value fresh and quality grocery retailer. Wood panélling, slate tiling and
pendent lighting were ised in the wines and beers section to create the impression
of an up-market wine cellar; basKets and barrels weie used in the fruit and vegetable
section to give the impression of ‘market freshness’ and chalkboard signage to foster the
impression of good prices. It is these $mall details that help to refocus the attention of
the shopper onto revised core values, providing a struggling grocery chain with a new
lease of life to compete against other forceful p_layers.in the market (Atkinson,\ 2001).
«| Design in Non-store Retarlmg
Although non-store retail formats place some significant restrictions on the use of design
. in the selling environment, innovative approaches have often paid off as a source of

, competitive advantage. For example, when NEXT launchcd'thcir NEXT Directory it

>
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was unlike anything customers had previously encountered in the UK ho_me__-shopping
matket. The format was more like a coffee-table book than a catalogue, with h:;:d
covers and a much highei' proportion of full page spreads than used by-other mail-order
retailers, and the bold and neutral corporate identity of the stores is clearly reflected in
the pages. Early editions even included small swatches of material to allow customers

to get a ‘feel” for the garments prior to purchase. The catalogue was aimed at a more up- .

market customer than the typical mail order catalogpe _proﬁlé, with a narrowly targeted,
all retailer-branded range of products. . ‘

Physical Matenals in store Desngnmg For store-based retailers a store’s physical
layout is an important component in creatlng a retall experience that will attract

customers .The physical layout is more than just deciding in what part of the store,

to locate products For many retailers designing the nght shopplng atmosphere (e.g.,

objects, light, and sound) can'add to the'appeal of a store. Layout is also important.in..|.

the online world where site navigation and usability may be’ deCLdmg factors in whether
of a retail websne is successful.

LR |

Principles of Store Design

understand the pnnmples of store design. Given that the ultlmate aim of the retailer is to
- bring the customer to the store and creating an environment which makes the customer

" to the store and creating an. ermronment which makes the customer come back it is
nécessary to keep certain basic principles in mind while creating the store environment.
These may be termed as the principles of Store Design which do draw from the Principles
of Design but also from sense of what makes a store shopable.

1. Thefirst prmclple of store design is Totality: The entire store has to be conceived
 as one unit which draws upon the retailer’s very reason for existence, i.e; his vision
and mission statement, Who does the retailer seek to be’ and which is the target

audience that he seeks to tap. ‘At the same time the type of merchandise to be J

. retailed in the store and its price points have to be 'kept in mind. The entire store,
right from the store entrance to the type of fixtures used to display the merchandise
-has to come across as one entity — this is the principle of totality

2. The second principle is of Focus: Wherein while asplrmg to create beautlful.

places for the consumer to shop in, the retailer should not forget that the primary

focus within the ‘store has to be the product or the meichandise. While in a store, '

a customer should feel comfortable he should not be awed by the ambience of the
store, achieving sales is the primary step towards being sustainable in the long run.

* The tlnrd pnnclple is of Ease of Shopping: The. store has been created for the

customer,’ it has to be easy for him nawgate easy to acoess and most importantly -

simple to understand. No one wants to visit a store whiere shopping is cumbersome
and tedious.

Store Planning

Notes
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“sold, costs, store traffi¢ and health and safety. '

4. Thelast principle is of Change and Flexibility: Store designs increasingly, have
to be adaptable’to the environment fhat they are a part Qf.‘The' t:ast moving world
of the consumer means that retailers are having to think more and more about how
the design of their stores will cope with the short and long term future demands of
their busmess and the wants of their consumers. Change and flexibilify have to be
considered. from thé point of the ever changmg consumer needs and store design

i

has to be adaptable to that change. o

4

Exterior Store Design and Interior Store Design v

The extertor of most stores includes the fascia, mentioned abovc,._tiié store entrance,
the architectiral .feamres'of the building and windows. The contribution of these parts
of a'store’s exterior to an overall design can'vary in importance according fo the type
of ! store foriat and the products on offer, ; ' X
Exanple: Sﬂuiserstoges, hypermarkets .and category killers rarely use window’
displays, but have bold fascias an(i easy to access entrances. -Standalone stores may.
have to conform to strict.architectural guide‘lings; imposed by govemment planning
authorities, whilst the centre management team may control the exterior of stores in a
planned regional shopping centre. Entrances can be - designed to be open and welcoming,

| or cioscd and exclusive, A'key consideration for retailers is the need.to be accessible.

for-ail membcrs of somety

The intericr of a store can be viewed in a-similar way to living space. It comprises
ceiling, walls, flooring and lighting, but inst}ad of furniture retail outlet houses fixtures’
for.the presentation of merchandise, and fittin gs forequipment such as tills. In choosing
the materials used for the interior, rctallers have to consider the type of product being

L.

Kd
"Example: The storé interior fora food retailer needs to:be easy to clean and

“hygienic, but able to withstand high levels.of customer footfall; high quality materials

are"thereforf: likely to be a worthwhile investment. Alternatively;a young fashion retailer
will place more’ emphas_is‘on'less expensive but fashionable furnishings materials, in

" the knowledge that an updated refit is likely 10 be necessary in less than five years. All

retailers have to conform to heath and safety trading- standards such as those'set out

I under the.Health and Safety at Work Act, 1974, .and the Offices, Shops and Railway
. Premises Act,r 1963, -

Rl sma R CASE'S S":‘l}DY' Starbucks ‘Corporations,”

Tt

btarbucks Bécores: a Public Companv . :é't" ‘

» *&fg» s?*- \'a-

one of th; _most successful IPOS of the year. Wlth the capltal affordfﬁt ‘by. being 3
pubhc company, <}tarbucks acceleratcd the expansron of its store “network. Starbiicks”

108 Self Learning Material

!

sSuccess: hclped speciality coffee’ produc(s bégin to'catch on across the Umted Slates




o,

' Competttors some lmltatm_g the Starbucks modet began to Spnng up in many locatuons :
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a six monlh openmg schedule Stamng in: 1991 the companv began 1o%reate its’ own

' m-house tcam of archltccts afid desngners to ensure that each store would convey thc _

»’*
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fqtore dlffered

A

et Starbucks "had notdblc succe.ss in ldenufym lop retailing sntes for lts slorcs The '

e
nght 1rnage ‘and haractcr Stores}had to befcustom de31gncd because: the company
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were 1mportant to customers and w1th klOSkS in. supemtarkets bulldmg lobbxes and

o T .

: 'other puhltc places g . ' . - s

." Sl *

. ey
r To better reduce average store—opemng costs whlch had reached an undesxrably

< 2 : 30 percent dlscounts thenbdehvered
-' _]USl in tlme to the store srte etther from company warehouses or ‘the vendor Modular
desrgns for drsplay cases were developed And the whole store layout was developed:

a Starbucks store should be like.— an’ authentlc coﬁ"ee expenence that cooveyed the’
"arustry of espresso makmg, a'place to thmk-and 1magme 2 spot where people could
i

EL % : - = r“wr '
techmques and looked at how Starbucks stores had already evolved in terms ‘of desrgn,
logos, ‘colours, and’ mood “The team.camé up with four store des;gns—one for éach

f the four stages of coffee makmg growmg, roastmg, brewmg, and aroma—each

formats usmg the ‘same: styles and ﬁmshes the brevebar a store-mthm—a-store for
_supermarkets or:office: buildmg lobbres and the dOpplO, a self-contained. 8-square-
.foot spac hat couid be moved from spot to spot Management beheved the pro]ect

n‘i
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s, Starbucks avonded debtvand

111.,

lmproved and its b_alance sheet strengthened Schultz s Opposmon to; debt fg a legmmate

ﬁnancmg vehicle: soﬂened e BTN

P e, -~ -1- 3o E *
c?«“‘s..?: l. T 5" v,

In: 1996 thc company compleled its second debt offenng, nettlng $161 n.nlhon

27 }f::

%

#
-

i
[is

Xg i
; to bmldl gthec company 'S bran %ﬁﬁlmage Each detall was scrunmzed;
w5 . A SRR W\w‘“ﬂt»-

to enhanc the mood %?d ambtence of the store to make sure everythmg SIgnaled ‘best.

' of class’ and that 1t reﬂected the personahty of the’ commumty and the netghbomhodd ‘

“The thesis was ‘Everythmg matters ! The company went o great lengths to make sure
e .

th ! _tores pu.re Slarbucks banned srnokmg

AT e’

"W"?oﬁ customers would smell coﬂ'ee only Colourﬁli‘bann s’ and
4 fm Yy

| 3, Wnte'down the caselfacts o 2

4." What do you infer from it?

n average) and fonnats_ that allowed sales in locatmns Starbucks_ .

Store Planning

Notes

Self Learning Material 111

-




4

Retail Management

Notes. -

112 Seif Lpamin\gMateriai . ) -

-

S

il ]

»

3.12 Store Spacé Mamigeinent

©

Spacé and mventory are the two most important resources of the retail firm, 'I’he best
possible allocation of the store space to departments product categories, storage space’
and customer $pace, isa major- challenge for the owners and success of business. It has’
two way bearmg on'retail busidess ~ it not only attracts business by ensuring convenience ',,r
to customers but also places the merchandise i in accordance Wwith the salespersons’ work

- ailocation, The'key objectives of retail space management are: % ;

To,obtain a high return on investment by i mcreasmg the productlvlty of retail space
This requires effective unhsanon of space for merchandise dlsplav. and customer

L ow

movement. ' b e

%

2. To ensure compatible, exciting, and rational interface between customer;
'merchandlsc and sales people. . * ' oo '
The space management decision also has an important influence on sub-decisions
like: t . y

: -, B Ll
@
(i)

(111) Selectlng the layout with customer behtavior in m:nd

LOC&thI‘l of various depanments

Amngements between departments. within the shopﬂoor 3

(iv)- Planned trafﬁc ﬁow of customers ’ i

3.13 ;Skj]l qf Managing 'Sp‘elce‘ . T

_Orice, the inventory comes within a retail store, the. subsequehtly gigaitic thing which

.comes within the mind of a retailer i is to make a decision where to put it and how much

" vicinity should be allocated to the spcmﬁc product. The decision of where in the store
the products will sitis very 1mperat1ve footstep in retail since store layouts are crucial to .

, the ahoppmg experience. Products need to be ‘straight forward to place, be near related:

- produgts, and have the truthful facings. Space management is about maximizing each
'edge of the selling floor. |

v

AStore Design "

B L3
Accountmg the derivatives of store deugnmg, Jagdeep Kapoor chairman and Managing
Director, Sam51ka Marketmg Consultants Pvt. Ltd. mentions, “Nav1gat10n and access
and ease of browsmg and picking up determine the store design.”

Chandru Kalro, executive VP-marketing; TTK Prestige Ltd, says; “Our stores aré -
designed in such a way that the customer can have a non- -obtrusive shopping experience,
Buti in value formats, catcnng to,mésses, it is packmg as nitich merchandlsc as posqlble
with not much emphasis on havmg it very- organized. In formats catering to high end .
customers; stores are designed to make th(, shopping cxperience great and there is a

stunner faclor in"the store.™




o

id »

Shelf Location and Space o a | R

* Store Planning

A literal meaning of sales drsplay is = arranging systematicaliy saleablé goods so as.to .

attract the attention of the customer ‘In.retail mdustry, product visibility of any brand
i$ necessary to promote | 1ts sales Many a times, space is often limited and merchandise

" to be displayed‘is more, so.one néeds to really utilize the space well ~ herein comes

" shelf management Kalro says, “Shelf management plays an 1mportant tole in managing

'Visibility and Sales Promotion

merchandise well and helps to focuson, categories or products that retailer inténds to
promote : . N !

" "When asked how do retailers decide what to put and where on shelf, Kalro said, -
-“Buyers do not always come to the store with a preset list in their. minds about the.

products they want-to biy. We'plan our shelf to ensure all products in our range are
well displayed as lot of the purchase is impulsive. Also while planmng our shelf we see
to it that there’is optrmum utilization of space and maximum amount of merchandise

‘can be displayed.” ' S

.
. {

T

_ .

According to Kalro, product visibility plays a major part in customers’ buying'decisions
—*‘Oné buys what one see¢:’, thi efore, product vrsxbtlrty is very important. Tt is a function

- of pemstence precision and repetmon — Your message needs to be heard repeatedly to
’ ris€ above the background noise of daily business.- Organized retatl business in Indta 15

-stifl competlng to spread its foothold in India. The modern retailers are trying to increase
the consumptron ~ to ¢reate an urge for, purchase; make people buy even if- there is
‘no great urgency to purchase. Supporting the fact, Kapoor says, “Product vrsrblhty is

what leads to 1mpglso purchase inside your store’Product must be neatly stacked and

- The next lesson of shelf manaéement is managing comf)etition a'r'nong different competitor |

o -

v1s1ble face up.’ .

Many brands and retailers try to engage the customer at the point of sale. Product
promotion i mS1do the store is very 1mportant to make consumers aware of sales promotion
schemies as advertising in mass media is expensive and delrvenes are not 100 percent.
Today brands and retailers are cutting down on expenditure in mass media and focusing
oii the customer contact point."I'his' is going to become more pronounced as the modem

1

retail grows in India.

~

'-Competiti'on Am‘ong‘I’lrands C 5 - ' .

brands. While provrdmg answer on hiow a brand survives in front of another brand

- having an_ ongomg offer inside-the store. Kalro says that “even if there is no oﬁ‘er on
a brand and it'is tnere on another brand we try to do justice to both If the brand has :

an ongoing offer — the offer is hrghhghted but if another brand has no offer on; it -1ts

product features are htghhghted to highlight its presence inside the store. Though at’|
, TTK Prestlge we have only smgle brand stores, there is competition amongst sutb brands

wrthm categones But we try and do Jjustice to all sub brands or categories.”

Notes

iy
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- Kapoor also belicves‘t;uat consumers have their own preferences. He says, “Some
people have preferences for brands, on the other hand some have preferences for schemes
and deals Therefore all the brands inside the store thrive dependmg on the consumer
_preferenccs Both need to be glven equal importance.”: )

So does that mean the brand featuring an ongoing offer have its negative impact’
on brand without offer? As per Kalro, offers are not the end of it all. Customers are

.ready to biy brands for the benefit and value proposition. There are many brands that
have no oi’fers at-all and yet they sell.” -

Agreed with the Kalro point, Kapoor says “I-also believe that offer doesn’t affect
sales too much, In fact the brand with the offer can have a negative impact on. the
.consumer giving a signal that is'slow moving and hence the need for an offer.”

Screening of Products

To line,the old Smokey Robinson and the Miracles’ song, the slogan of consumers
nowadays. is — “You superior shop in the region of.” For discount retailers like Wal
Mart, Future Bazaar and Reliance Fresh Stores and Target, that viewpoint presents a
-growmg confront. With.more qhoppmg allemalwe than earlier from online merchants
to retailers are hard pressed to differentiate them from thic colleeticn,

3.14 ‘Space Plannmg Cancept

We appreciate that ‘retail i is detail’, but it-is difficult for a retailer to 1dent1fy the most

critical part of it relavant familiar terms with which fragment of detail matters the
majority, at any given time, forhis business. We will facilitate out you to reflect about
what factors-are mﬁuencmg performance in your business, and where to spotlight to
formulate the most of what is working well, and sort out what is not. After people, space
is the prmcnpal assct'in a retail business. };very square foot should distribute salés and

" gross profit returns that pay for store labour, marketing investment.and loglsnc costs.
Good Better Best can lend hand retailers of all sizes to understand how to get to grips
with what is arguably their most critical investment — their retail space — and how to
plan that space to deliver both customer choice, and a sustainable financial return on
each square. foot. _

Space Planning concepts are defined by architectural/interior designers who are
concept oncntcd in the design and planning of architectural interior space, and other three
dimensional envlronments The theoretical point of reference is strongly. aggravated by
a marketing/strategic approach, the intention of which is to help businesses 1o position
and diffcreritiafé them‘éffectively This is done by research, marketing and branding,
Ieadmg to totally m{cgrated concepts. The ultimate alm IS to obtam supenor profitability
and hcncc a good retwn on investment. Cost e.ﬁectl\fe yet lrm0\ ative, space planning
solutions are used in the attainmen of this aim, which go beyond acsthetic considerations.
.Meas_ixre_m_em techniques arc used to evaluate concepts which help to de:ﬁystify and

objectify the procéss.




Objectives of Space Planning

To enable retail business, through design as.a tool, to reach their growth and
development objectives, by understanding their needs, developing strategies

and conceptualizing facilities that are strategic and innovative, results driven,,

flexible and cost effective. i v

To have a thordugh understanding of the consumer, business and social trends
and combine this with specific design objectives to arrive at a three dimensional
selling environment. . ’ RS

To recommend possibile combinations of products and services.

To demonstrate how we will maximize the probability of success of the

project.
To be in the business of design- de51gmng for business, the objective of which

is to-assist with the turning .on and inspiring people, adding value, creating
desire all by enhancing the customers experience. N

To see retail not only as a commercial activity but also'a social activity.

To keep up to date with current and future trends which 'we then lmplement |
n our projects.

To take an integrated design approach in our work which.takes into account
all the factors which will impact on the project.

To apply retail science techniques in order to obtain maximum space efficiency

L
* and productivity. ) e
'fhe Process

Space Planning Criteria lists precise necessities, which define and malgé available
specialized working environments within the retail outlets according to dep;mnenm and
" function areas surrounded by the departments. The criteria make available contemporary
guidance for the well-organized utilization of space to meet the requlrements Private

sector standards of practice and exceptional requirements have been taken into
consideration during the progress of these criteria. : i

Each section of space planning criteria provides the purpose and scope, deﬁnmons,
poilcles requ:red program -data elements, and specific space planning cntcna by
functional area.-

[
o ‘e
+

‘Colour, material and lighting considerations

" Analysis of objectives and résearch
Concept generation |

space planning for optimum placement and display of all merchandise.
. . -

Signage design and placement for optimum impact

Detailed drawings '

Store Planning
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Retail Management o Fixturing design and placement for optimizingdispiay and flexibility “'

o Selection and/or custom design of components -
) . Contract documentation
“Notes . @ Certification and regulation oompliance . °
l ) PrOJect co-ordination and supervision s s
¢ Coordination/installation of furniture, furnishings and clutter packages'e. Post
' mstallatlon evaluatlon in terms of tssueslemfts in marketplace 3
° Contmuous measurementfanalysns of performance of concept against a set of

cntena

L]

4
. Ttﬁmkey projects
]

Strategic Approach " o .

¢ Go beyo_nd_cosmetic or aesthetical considerations v
» [dentify the target market, review current demographic, economic, competitive
factors, and shoppingh'pattems and plirchasing characteristics of the consumer
Voo ' “pertaining to the.particulgr market and business \
e Analyze the product andl services offering ,
e Create the-right type of market alignment and supportive environment-for. a
store, including :stt"dtegtc identity, visual mcrchandtsmg, branding and other

" design parameters &
. Develop financial criteria for a store — pre-and post -reformatting that analyzés .~

a stores performance N = *
e Increasc productwtty and proﬁtablltty of the retailer ,. :&
"« Employ merchandise presentation teclmlques to generate higher stock tums ®
. Train staff in all aspects of concépt and merchandlsmg
. s Follow the progress of the store by critique’ and feedback .

& Adjust and modify continuously .
Retailers face chnllenges from competiti'v'e discounting étratégies [Mluctuating
-consumer demand, and seasonal 1nventory issues. Space and Category management,
ongmdlly developed to help superrnarkets improve sales, has evolvcd into'a *must’
have” for retarlers Companies that embrace advanced solutions to space and category
management can rise above competltors, grow market share, and i 1rnpr0\c satisfaction

levels'by integrating intelligent forccasnng and demand data.

Clusters Based on Similar'Demand Trends - : ,
Utilizing"dcmari‘d data gathered from similar pur’ohasiné patterns_heips.planners create
intelligent forecasts for specific products; these forecasts are then'used to create store ..

clusters. Clustering based on demand insight allows organizations to make allocation

and replenishment decisions, as well as reduce uncertainty by having a flexible plan
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that can be tweaked to accommodate shifts in consumer dernand for more effective.

product launches

Accurate and Efficient Assortment Management

Intelligent forecasts help retailers determine trends in advance and plan for what products
should be in what stdres-at a specific time. Using demand insight to drive“planning
allows retailers to predict trends for new and seasonal products -determine assortments,

and calculate store and shelf placement. Demand planmng also allows stores to localize -

assortments based:of the demographic of. shoppers :

Creating Floor Plans that Increase Store Producti\;ity

Making sure the right space is allocated which suppose to be'cnitical 0 store produt.tlvnry
'Using an intelligent forecast to develop a floor plan allows retailers to decide on the
placement- of specific products to maximize: the real estate available based on_future
demand. High-traffic areas can be used to sell the hlgher demand: items :or promote

seasonal products. . : ,

i

Efﬁclently Develop Planograms for Improved Space Management

Understandmg shelf space availability, along with.consumer demand, allows retailers
‘o develop a replenishment strategy to avoid excess inventory and planifor a rise in the
purchasing of a product based on season or promotions. Maximizing the space available

and reducing excess inventory can increase revenue and efficiency. In the past, merchants,

have often been forced to choose between’ quantity and quality when developing

' _,_p'lanograms.‘Ho\:rever, advanced solutions such as JDA Software’s Planogram Generator

enable retailers to create large quantities of ptanograms without sacrificing quality.

¥

3.15 Return on Space .

v

GMROF stands for Gross Margin‘ Return On Floor Space - is way for measuring

of inventory productlvrty that expresses the relationship betwéen your gross margin,’ |

aind the area allotted to the inventory. GMROF is expressed ds a percentage or rupees
multiple, telling you how much returns you 've gotten per area (5clhng feet) during a
spectﬁed period.- . ?
L Gross margin r‘etum per sqft. = Gross margmsr’sqﬁ
"o "Gross margins ( GM ) = sales — cogs (‘cost of go_ods sokd ) "%
So.to state the obvious the highier the GMROF the better, evolved retailers use
this-as a.benchmark in gettlng cfﬁmency of departrncute within 4 storé and- between

" w

stores comparisori:. | e : .
* Strategies for GMROF increase; s
. lncieasiﬁg the mix of pvt labels share sale

e Increasing the sell thru’s : _ : B

¢ Better margin negotiation from suppliers and vendors

~

. _,Stare Planning.

i

Notes

“*



Retail Management Operational Measures r - *
. e Put your best people to sell more of the high GM category
, e Effective Use of VM to drive sell thru’s '

Notes All this gets r;teasured'by a strong MIS back up, which makes the measurement
of the same effecti\fre. Since real estate costs are one of the largest expense items for a
Y retailer it is very initportant for a retailer to track how this resource is being used and
: ‘how the same‘can be leveraged further. Indian retailers have managed to make the best
+ |- use of th:s one to note is Shoppers, Stop, which has evolved on this front.
, " )

316 Mamtenance of Space

_- As retail compames strive to prowde in-store semces and localized amenities to offer
- a differentiated shopping experience, the planning and execution of retail floor space
‘becomes a top priority. Only appropriate Space Management optimizes retail space for
? maximum pr‘oﬁtability and provides retailers with photo-realistic, three-dimensional floor
'Iplan views of each store. This maximizes the return on investment (ROI) and utilization .

"of space, one of retailer’s most precious assets. _ . )

The Chailenges of Space Management

Retailers seek to meet local consumer needs by customizing assortments, store layouts, v
merchandisable and non-merchandisable space, and unique promotions. They must do
so while also maximizing profit and ROI from every inch of each store’s space. This
v requires appropriate planmng of space allocation — from the floor space assigned for
each category to the shelf capacity for individual items. However, the lack of visibility
into €ach individua! store’s actual fixture and space constraints means that prototype
I store layouts and one-size-fits-all planograms are developed. As each individual store
smvcs to achieve locahzatlon it can be. dtfﬁcult to ensure that what it executes meets '
headquarters overall category goals and corporate objectives. Furthermore, because
space pla:mers at headquarters rarely have visibility into and an accurate understanding
-of the actual modlﬁcatlons ‘performed at each individual store, future space planning
' becomes cumbersome e _ : %,
-In-addition, retailers oﬁen manage space planning in a silo, leading to sngmﬁcant
. .| disadvantages throughout the retail organization, For example, retailers that manage space
with no regard for categoty-_level roles, strategies, and objectives may find themselves
having adjacencies that do not complement one another or not allocating enough space ’
| to high-demand categories. Further, space constraints such as fixture capacity must-
"be communicated and understood throughout the supply chain. If constraints are not
communicated dow{tstne'am; there is a risk of inaccurate inventory planning, inadequate
| service levels, and out-of-stocks on the shelves. _ o« ’
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Maximize the Profitability of Your Space S

An ERP like system provides a solution to these commoti but difficult issues and enables

retailers to achieve maximum profitability across every square foot of their stores. It '

prov_ides a link between merchandising- and store planning, construction, operations,
and inventory management. An'[T solution also allows for.the creation and automation
of detailed floor plan layouts = including fixture capacity, location, and merchandisable
and non-merchandlsable space.. :

el

Key Features of a Space Management Software o

A Space Management software.should be an intégrated store floor and shelf space

solution that delivers comprehcnswe furictionality to cmpower retailcrs to maximize’

their return on.space.

L

. @ Store-specific fioor plan'mﬁhagement Automated drawing maintenance tools
# allow for the seamless mcorporatmn of fixture and p]anogmm changes to all
affected store floor plans. .

o Planogram maintenance and publishing A performance-driven planogram

. maintenance tool enables retailers to centrally manage planogram information
while'sharing and updating information wilhstor&:»lﬂcvél personnef.

e Store category space and adjacency analyses Thebe analyses leverage
powerful category and planogram performance metrics at the chain, cluster,
and store level to 1dent|fy potential floor or planogram adjacency opportunities
across the entire store. Importantly, this soh_ui'on inicgrales; with Oracle’s proven
optimization analytics, m‘aximizit}g space utilization.

o Drawing automation and two-way CAD communication- Au'lomau.d

\ drawing management tools cnsure that store-spt.(:lﬁc drawings can be created
and maintgined in a dynamic merchandlsmg environment via (wo-way
commiunication with AutoCAD. This integration with'a retailer’s CAD process
and its item management, supply chain, and plandgram dlf:vclopmenl processes

* ensuresthat changes that affect the store’s ﬁoor plan are seamlessly incorporated,

_-with minimal user intervention.-

o 3-D store plan visualization and maintenance Dctaiied'ﬁ:luure and store
environmental libraries enable photo-realistic, walk-through environments of
.a new or prototype store.

* Single common relational database A comiiion relational database — leveraging

Oracle Retail database technology — stores detailed reports on inventory,

fixturing, merchandising, and space/performance return, -

. llnltegr'a_ted fixture takeoff and ordering Direct integration with e’xistiﬁg fixture

libraries and manufacturer ordering information enables Oracle Retail Macro”

Space Planning to deliver version-specific fixture takeoffs and fixture ordering

Store. Plénning: N

Notes.
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for store plans. Additionally, a store difference report highlights additions and
returns to stock of fixtures and fittings from remodel and remerchandising

e = O
o |
] -
1

"Adherence of Space Plan"

Retallers seek to meet local consumer needs by customtzmg assortments, store layouts
merchandisable and| nonmerchandisable’ ‘'space, and unique promotions. They must do
so while also maxtmlzmg profit and ROI from every inch of each store s space. This °

requires appropnate pIannmg of-space allocation — from the floor space assigned for-

't each category to the shelf capacity for individual items. However the lack of visibility

into' each mdwndual store’s actual fixture and space const:ramts means that prototype
store layouts and onite size-fits-all planograms are developed As each individual store
strives to achieve loeahzatlon it can be difficult to ensure that what it executes meets
headquarters’ overall category goals and corporate-objectives. ‘Furthiermore, because
space planners at headquarters rarely have visibility into and an accurate understandmg
of the 'actual modtﬁcattons performed at each individual store future space planmng

becomes cumbersome co

In addition, retailers often manage space planning'in a 5110, leading to s1gmﬁcant
dtsadvantages throughout the retail organization. For example, retailers that manage space
with no regard for category -level roles, strategies, and objectwes may find themselves
having adjacencies that do not complement one another or not allocating enough‘space
to high-demand _,categories. Further, space constraints such as fixture capacity,'must

" be communicated and understood throughout the supply chain® If constraints are not

!
‘communicated downstream there is a risk of i inaccurate mventory planning, inadequate
service levels, and out-of-stoeks on the shelves.
. | . ) . ) ) : .
Avoid Mlsmanagement of Space _ o
Management of space ‘provides a solution to these common but difficult i 1ssues and enables ¥
. retailers to aehleve maximum proﬁtabrl:ty across every square ‘foot of their stores It

| provides a link- between merchandismg and store planmng, construction; operations,

and inventory management Oracle Retail Macro Space. Management also .allows for
the creatlon and autornatton of detalled floor plan layouts — including ﬁxture capac:tty, .
locatron and merchandlsable and non merchandisable space. The environment leverages
AutoCAD and enables seamless integration with the retailer’s existing drawings and
‘eliminates | the nee1d for redrawing. These store floor plans can then be linked to shelf
planograms Importantly, Oracle Retail Mdcro. Space Management oﬁ“ers all of, thlS in
2 photo-realistic, dynan’uc interface '

oL

Cleanliness of Place - -

- t

You may have fabul‘ous merchandise to sell, but if you give the customer even one _re'ason‘
to-assume that store cleanliness is not-a priority, they will take their wallets elsewhere.

| .

L

.




5.

7.

v

First Impressions Count: Is the parkmg area clean of litter and bnghtly lit? Is the

entrance clean and inviting with a trash receptacle available?

Front DoorAssumptlon  Is the glass clean and free of ﬁngerprmts‘? Customers will
make the assumption if the front door is dlrty the rest of the store may be the same.
Make it Glitter: If it's glass or metal it must be clean. Make it a priority, to dust
“and use glass cleaner every morning after vacuuming.

Shoulders to Knees: Ciisfomers notice the majority of “merchandising” between
their shoulders and knees. Make those areas a priority of cleanliness. _
Behind the Scenes: If the customer uses a fitting room, keep it spotless. 80% of
a customer’s buying detision. happens in a fitting room. If you have a back stock
area,’ keep it closed to the customer's eyes'

Necessary Rooms: Customers should be able to use your restrooms. Not only

should it say “squeaky clean” to your customers but-it also should say something -

about how you value your employees and their comfort level.

" Clutter Free: Shlppmg-boxes pallets, rolling racks, shipping materials needed
for the operation of the store should be out.of site or neatly stored away from the
traffic flow in the store.

Ease of Shopping: Overstocking of merchandise can be overwhelming to' the

> » customer and they can “assumé your store is messy merely because of the volume

10.

of merchandise. How easy isit to'get around your store? Can'you get a stroiler or
wheelchair easily around the store? '

. Aroma: Does your store, “smell cléan™? Customers can make an assumption of

whether a store is clean based on what they smell? If you have become to immune
to any smell your store may have, ask. fnends or new employees to glve you their
opinion. K

‘Register Area: The most important area of the store, no matter what kind, i$
the place you exchange your hard eamed money for somethmg you value, your
purchase..:Make it spotless' i g

3.17

Retail Performzipx‘lce_'Measpres

Sales and pro_ﬁtébility are considered established measures of retail unit success. Similarly
they can be used to measure the pérformance of retail space management. The measures
of retail space performance indicate the productivity of retail -space. The three commonl)_!

used retail space performance measures are sales per square meter or profit per square

' per meter, sales per linear meter or profit per linear meter and sales per cubic meter or

profit per cubic meter.

1.

" space performance on the basis of sales/profits according the area of floor space

Sales per Square Metre or Profit per Square per,Meter: It measures retail’

7
o
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* covered. This measure is conducive to use when only single'lafer of merchandise
is displayed and various typé fixtures are placed. This is a ¢ommon measure for
the fashion retailing. Take a look at Flgure 3.14 for a better idea. .

T I,

Figure 3.14 Sales/Profit per Square Metre

2.. Sales per Linear Meter or Profit per Linear Meter: It measures retail space

_productivity on the basis of i income generated by footage of shelf space allocated.
This measure is more suitable for.the stores using multi-shelved fixtures such as a
gondola or.racks. It takes into consideration linear meter value of shelf rather than
‘the area of space exposed in terms of the height value of shelf 'Flgure 3.15 given
below will help-you understand this better.

x

(DRI =T
'o:rjoc:] °'O°’;:v°c°:D

; Q . U [ ) M.
L~ '

Figure 3.15 SaleS@mﬁt per Cubic Metre

" 3. Sales -per Cubic'Meter or Profit per Cubic Meter: Tt measures retail space

performance on the basis of length, width, and depth of the fixtures placed in the
store. This measure is necessarily used by retailers in the frozen food business or
those who place dump bins on the retail floor: Take a look at figure 3.16,

b

=i

g

b

o

Figure 3.16 Sales/Profit per Cubic Metre

. 2
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Space-to-sales ratio, turn rate and gross margin RO1 analyses-can help create the
most profitable planogram for ‘the retailer. In effect the performance of 'retail space

-depends-on the levels of sales and the profitability of the merchandise’ place within the

space and the valug of the retail space. Retail space allocation decisions are conceived

and implemented at department level, category level and SKU Iével in respect of big-

departmental super market stores. Whereas, small retailers’ major concemn is to ensure
the placemem of all kinds of merchandisé in the limited shop floor aréa and to have
smooth access to merchandise for themselves rather than cistomers, as no provisions for

‘customers to enter store. Space allocation is the process of distributing the right amount
of space to the right merchandise at the right time according to a detailed analysis of |

customer demand. It is loaded with tremendous complexity, spanning systems for data
warehouses, .distribution centers, transportation 1 networks and product planning.

» Sales as a basis of space allocation: Retailers have'to decide about the salcs
data to be used for the allocation of space among merchandise. Three optlons
available wlth retailers are historical sales data, market share and ‘projected
sales. '

e Profitability as a basis of space allocatlon Proﬁts are taken mto conmderaﬂon
for determining the optimum allocation of retail space amongst the product

categories. Product profitability is measured by gross margins, and gross

margin return on investment etc. Profitability measures help the retailers to

allocate quality and quantity of retail space to the profitable product categories.

and departments at priority. It also keeps check on the retailers’ unnecessary
allocation of large space for the merchandise that would sell just as well in a
llmlted place.

3.18 -Summ:lnj_y“.' ‘

A retailer or retail store is'any business enterprise whose sale volume comes primarily
from retailing. Good customer service is more than just bemg quick and having a good
product. Segmentatlon divides subjects, objects or variables into various relatively
homogeneous groups (e.8., segmenting customers’ into usage—pattern groups)..An

‘organization is a formal arrang:.ment of roles and ranks put in place to attain some

particular ob]ectwes

The arrangement of a retail organization depicts the role of employees and the mode

~ in which the organization operates. Owner-managers of a- single store may be the entire

organization, Coordinating and controlling employee actxvxtnes is easier in a small store
than in a-large chain of stores, Location decision is.very 1mportant in reta:lmg business
because location involves large cost, '

In decentralized stores systems each. section of the industry has separate stores

* attached with it. In centralized stores system the main store located centrally fulfils the

R =S ey =" ‘-"."‘" "'"
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needs for each and every department. Store:Jayout is the way, the store or business space

‘that is uscd o promote sales and to satlsfy the customer. Below i isa picture of a general

layout of a retail:store. Diagonal floor plan works well in stores where customers have

the liberty to walk.in and pick up merchandise on their own. It uses perimeter design

which cause angular traffic flow.

Curved Plan-is also called angular floor plan. Dlagonal floor plan works well in
stores where customers have the-liberty to walk in and plck up merchandise on their

own. It uses perimeter design which cause. angular traffic flow. The straight floor plan

creates spaces witl'iiri the retail store for the customers to move and'shop'freely

The srructure of retail -space creates-the constramts of the overall desrgn “The

interior of a store can be viewed in a similar way to llvmg space. The interior of a store
comprisés ceiling, walls, flooring and lighting, but instead of furniture retail outiet houses
- fixtures for.the presentation of merchandise, and ﬁttmgs-for' equipment such as tills.

The exterior of most stores includes the- fascia, mentioned above, ‘the store 'éntratio‘ef,
the aichitectural features of the building and windows. Standalone stores may have to
conform to strict architectural guidelines imposed by govemment plannmg authorities,
whilst the centre management team ‘may control the exterior of stores in a planned
regional shopplng centre. | - v

T

Very 51mply for the reason that as a retaller you require to make certain that sales

quantlty arid-gross productivity is calculated in relation to the quantity of space uséd to + |

engender those sales. The following méasures of efficiency should be regularly recorded
for an example Sales per square meter /Profit (gross and net) per square meter

The:space planning concepts are: strotigly molwated by a marketmgfstraleglc

‘approach the intention of which is‘to help businesses to position and differentiate

themselves etfoctwcly This is done by research, markctmg and branding; leading to

" totally integrated concepts

A *

Makmg sure the right space is allocated is critical to store productivity: Using an.

‘intelligent forecast to develop a floor plan allows retailers to decide on the. placement of

speelﬁc products to maximize the real estaté’available based on future:demand. High-
traf’ﬁc areas can be used to sell the higher demand items or premote seasonal products.

GMROF §tands for (-:irOSs Margirl Return on Floor Space is a measure of inventory

‘| productivity that expresses the relationship between your gross margis, and the area

allotted to the inventory. GMROF is expressed as a percentage or rupees multiple, telling
you how much returns'you’ve gotten per area (selling feet) during a specified period.

As retail companies strive to provide in-store services and localized amenitieg to

. offér a.differentiated shopping experience, the planning and execition of retail floor

space becomes a top priority. Only appropriate Space Management optimizes retail space
for maximum profitability and providesf retatlers with photo-realistic, three-dimensional

floor plan views of each store.
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s Retailers seek to meet local consumer needs by customizing. assortments; store
layouts, merchandlsable and non-merchandisable space, and unique promotions. They
must do so whlle also maximizing profit and ROI from’ every inch of each store’s space.

Management of space provides a solution to the common but difficult issues’ like .
+  mismanagement of space and enables retailers to achieve max_}tmnm profitability across

every square foot of their stores.

-y

. . i . . - ) . .
You may have fabulous merchandise to"sell, but if you give the customer even
. : ! e
* one reason to assume that store cleanliness is not a priority, they will take their wallets

‘elsewhere. In measuring the produc'titrity you can then construct judgments as to how -

" enhanced to employ the space. Admmlster YOur space sound and you will optlmize your

asset — making it work harder for you.” .

319 Keywords

o Data Mining:, It discovers the meaningful patterns-and relationships in data
C , = separating signals from noise — andjprovit'lgs decision-making information
; # about the future. v . ,
| _ . Online Analytical Processing It enables users to easﬂy and selectively extract
o data and then view it from different perspectives. :

e Retail Store: It is any, busmess enterprise whose sale volume comes prlmanly
¢
from retailing. .

¥

¢ Statistical Analysis: It réfers to a collection ‘of methods.used to process largé

¢ Store organization: The.store organization is a formal arrangement of roles

|
.
. amounts of data to uncover key facts, patterns and trends. - -
* and ranks put in place to attain some partlcular,ob_]ectwes.
Y

SR ¢ Store Layout: Store layout refers to.the way the store or business space is used

: , ) to promote sales and to please the customer. N ' .
|

. Stralght Floor Plan: The stratght floor plan creates spaces wtthm the retail
store for the customers to move and shop freely.

[

. Site Selectmn Refers to the type of bu1ld1ng the retaller requnres and 1ts'

X

. _Space Management Planning, designing and creatmg retall ﬂoors to achleve
E ]

|
aﬁ'ordabihty

great deal with customers,

3.20, R'eviev_'_v Questions

3 5

1. Define the ferm ‘retail store’, Who js a retaiter? -

2. “Good customer serv1ce is more than just being quick and havmg a good product

-

Discuss. -

ELY

.
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H 28,

11.
13.
14.

15,

16.
17.
18.
19.
20.
21.°
22,
23,
24.
25.
26.
27.
28.
29.
30.
3.

32,
33

What is the aim of using predictor?

Define the term Segmentation? .

What is the objective of data mining?" °

Define the term store organization. What are its characteristics features?

What does arrangement of a retail organization depicts?
What are the essentials of an effective retail organization structure?

“Coordinating and controlling employee actmtacs are easierin a small store than

in a large chain of stores”. Discuss.
LY

What are the responsibilities of an owner-manager?

Differentiate between the two levels of organization arrangement.

Why Location decision is crucial in reiail‘ing?

What is customer traffic? How does it affect store location?

“Retailer should understand-the importance of location decision in-the context of
-

retail busmess” Elucrdate

Differentiate between centralized and decentralized stores systems with sultable

3

examples.
What is store layout? =
What are the types of store layout? Discuss each in detail.

What is store design?

‘Write down the principle of store design.

Briefly discuss interior and exterior store design. - .

Explain the factors that should be take into consideration before layout selection.
The structure of retail space creates the constraints.
What is store layout aimed at? '

What is Diagonal floor plan?

“Layout plan is the silent guide”. Discuss.

What is Curved fflan‘?

What is meant by store afnbience‘? ;
What is meant by visual branding of a store‘j7
Which Plan is most suitable for large stores that are single level?
Why it is advised not to play loud music a't the store?

What should be " your space management objectwes'? Explam with the help of

n

smtable examples. .
What is the relationship between marketmg and design?

Define space planning concept? What process one must follow” for well defined
space planning concept?

. . s T e - (SRR .. .. B R

-




P
——

_ ; P
34. What are the different ways in which to.optimization of spaceé ‘availability is Store Planning
1 ]

achieved?

4

35. Explain the strategies for GMROF to increase the operational measures.

. 36.- Explain the challenges of space management and how you will maxxmlze the Notes
profitability of your space. g . T
37. What are the limitations of stlckmg to a corporate goals or proto-type?
| ' 38. List at least eight lmponantpomts of cleanhness that will impress your customers.
! .39, E.xplam the salient steps to be taken in planning and desagnmg a stores layout
| 40. Explaln thé concept of ‘Space: Mix’. - - .
41. Describe the key parameters that you suggest while judging the performance of | .
space management. _
42. Sugge_st some guidelines for successful space management. ' .
s . . !
3.21 Further Readmg | | 1 . .
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4.1 o -
42 Intmductlon C r
I| 4.3 Stor_e Positioning in Retail Management
44 Retail Marketing Mix I
- 4.5 Commumcatmg with the Retail Customer '
i 46 Advertisement : 1 :
, | 47 Objectlons of Advemscment II
4. 8 Advertlsmg Agency )
4.9. Selecnon of Advertising Agency 5:
II 4.10 “Promotion , " op !
4.11. - Retail Selling Process : .
|| 4.12 7 The Evolution of Relationship Markéting i '
h 4.13 Strategles of Customer Relatlonshlp Marketing in Retathng Industry
4.14 Customer Relationship Marketing' (CRM) in Organised
Vs:Unorganised Retail Sector
h 4.15  FEstablishing Loyalty Programmes - v
4.16 Summary L -
4:17 Keywords
1l 4.18 Rev1ew,_Questions . . m
'L4.19‘ Further Readings s :
. n
4.1 Learning Objectives v
s After stud&rir;g the chapter, students will e able to: | ’ _
. Understand the concept of customer relationship marketing (CRM)
o Undcrstand the.various types-of CRM efforts ‘ “ A
- Analyse the\nature of customer service.as part of CRM efforts | ¢

. Understand the nature and role -of loyalty programmes ‘irl building and

128 Self LEarning Material

mamtalmng relationship with customers .
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T |

Tk .

* & Analyse and compare'loyalty programmes across sectors, and

. Appremate the role of employees in bulldmg and mamtammg customer
relattonshlps

- s *

.42 In_troduction" S R

Customer R""elationship Marketing (CIiM) refers to all marl:eting activities directed |
towards establishing, _developmg, and maintaining_ successful relationship with their. |

customers, ‘The: thcorles ‘and concepts of CRM draw tipon- a rumber of distinct areas
mcludmg service quality, services marketing, customer retentron economics, and issues

related to mterpersonal and social interaction. However the practice of relationship
__ -marketrng is as old as marketing and selling, - )

The relatlonshlp marketmg phllos0phy suggests that, at a macro level retail

'orgamzatlons should consider their impact across a broad range of market relationships

in the value chain.

The objectwe of relationship marketing is to attract mamtam and enhance,
customer relationships wrth the existing and potential customer Many retailers and

marketers have now acknowledged the relevance of relat:onshrp marketing-in retail

~ strategy. Rclatlonshrp marketmg is implemented through various components. such as
“rewards, customer services, and mvolvemcnt of custorners in planmng and execution of

retail strategy Retail stores that enact a system of rewards but neglect to have a focus
on. customer service fail, ' :

CRM, at a theoretical level, émerged in the 1990s and has ever since become an

-important markctmg tool due to the compulsmns of competition, globalization, and the

emergence of more knowledgeablc and demandmg customers. In cousumer products
marketing, it is the function of “retailing that has attracted the most obvrous interest in

the development of relatronal strategles In the orgamzed retail sector, the populanty
. of store loyalty cards is prov1ded as an evidence of the wide take-up of relationship

marketing in this field. It comes as no surpnse that retarlers today, are mterested in

relational strategies.

N

The mtlmate Jnature of the, relationship the: mdustry shares with the: ultlmate

. consurner (compared to busmesscs ﬁrrthcr; back in the drstnbutlon -chain) suggests that | -

the closer the retailers get to the customers, the better they can provide the services the
customers seek. The ‘moment of truth® in consumer goods and services marketing is seen

~ as that poiat wheni:the consuming public comes face-to-face with the point of supply,

As it is the retailer who most often manages this interaction and who, hlstoncally, has
gone beyond the mere ‘service encounter’, their potential interest in relational strategies

‘becomes even more apparent. :
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At this point it would be good to mention the drivers towards an effective relationship
marketing.

Indicators of Effective Relatwnsh:p Marketing in Retadmg

Ahigh level of trust between consumer and retailer. A high level of commitment between
the consumer and the retailer. Open communication channels between both parties with
free exchange of information. A retailer having heartfelt interest in their consumers. An
attempt by the retailer to favorably lock-in of retain their consumers.

Customer service is a vital part of relationship marketing. High level of customer
service'and satisfaction forces the suppliers and' customers to have high ‘switching
costs’. Customer commitment is crucial for market share retention of any product, brand,
or store, which is the result of effective relationship marketing. A customer who has

' committed loyalty to a single seller for a return of some ‘valued reward’ is not going to

satisfy a compentor s grab for additional sales

.43 Store Positioning in Retail Management

Store Posi}ioniné is creating an image or identity for the Stc;re. It is the 'place’ a'store
dceupies in a given market as perceived by the target marker Rysitioning is something
that is done in the minds of the target market. A stores posmon is, how potential buyers
sec the store. Attracting the customers is the crux of the issue of retail trade. How and
where the store is positioned on the site aﬁccts the retailer’s ability to attract the customers.
Therefore in evaluating the existing store facilities or planning fuwre site layouts, the
retailer shoutd answer effectively and satisfactorily these three questions. These aré:.

o How visible is the store?’
e Is the store compatible with its surroundings?
- Are store facilities placed for customer convemence"

1. EnSunng the Store VlSlblllty The customers must sec the store if the’ retaller wants
0 aclncve the goalsof stoppmg, attracting and inviting the customers. A'visible store
bccomes a part of the consumers mental map of where, to shop for certain product as
service. Visual awareness of a stores existence has the short-run” benefit of alluring
impulse shoppefs and the long-run benefit of attracting the future customers who’
develop a particular need for the retailers products. Architecture.is a major factor.
bothill making the right impression on thé consumers and in developing an efficient
retail operation. The actual store’s architecture i is a compromise between both the
aims namely, naking an impression and designing a functional facility and services.
Ideally, a store should be positioned so that it lS clearly visible from the major traffic
arteries adjacent to the site. A retailer can improve the store’s v1s:b1hty be using
three interacting fac(ors namely, setback, angle and elevanon 10 his advantagc
Set: back ‘Reduced visibility is the result of either setting the store t0o far back from
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a traffic artery or from positioning it too close to the street. Therefore, ideally a store
" should be setback far enough to give the passersby a broad perspective of the entire store,
but close enuugh to let thei_n read major signs and see the possible window f_i_ispla}'s.
Angle. Visyal ‘i'.mpression can also be increased or decreased by the angle
of the store relative to a traffic artery. A retailer should: place the building at

an angle to the traffic artery that maximizes . the exposure, in positioning

the store. Since the store’s front is designed to stop and attract potential
customers it shiould face the major iraffic. artery when the store’s back or

sides are v{sibl_e_ to passersby, they too should be attractive and informative. -|
Elevation. The elevation of a site can place the retailer’s store above or below |-

the main traffic artery level. Normally, elevation.probl_éms can be overcome by
landscapmg and the use of signs. However, such problems always translate into

wsnb]hty problems for retailers that badly need exposure. It 50 happens that most- |

" of the consumers do not see stores that are toohigh as too low.
2, Designing Site Compatibility: By fitting the store to the naturally of the land

and the natural habitat a retailer can reap the harvest of benefits in terms of

visual imp:essions.'fhe-retai]er must consider several issues in designing for site
compatibility. (1) The =iz of the facility should be appropriate to the size of the
site. A sense of proportion makes a sea of difference. (2:) The architectural design
and construction materials should portray 2 harmonious rélationship with immediaie

" environment (3) A certain ‘amount of open space adds to the natural appearance of
the store in making it attractive.

3. Planning Consumer Conveniences: The retailer should take into account as to
how the position affects consumer convenience while planning the store’s on the:
site position. Enough parking space for vehicles should be available with sufficient.
access to these vehicles. Parking lot should allow easy movement-to and fro and

* turnaround the vehicles, Parkmg should be wnth safety and that ensures easy
movement of pedesmans to the store.
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Retail Store Positioning . . .

i

' Retail store positioning creates an image of the store in the market that prowdes adifferent

identity to stores that deal with retailing, and the.i lmage of the store occuples by the
target audience places a particular identity for customers and CONSUMETs. ‘Retail. store
positioning is based on fixed dimensions thata retaller perceived to place in customers’
minds that express a dlﬂerent position and placement of products and services from
available competition in the market. It makes the product of one partlcular company

unique and different from.competitors. The positioning of companies' products and

services relates to a brand's retailing systencl, such as positioning a retail store that attracts
consumers in-the market. Positioning reflects the design and implementation of retail

mix -_stra‘tegiés that may directly or indirectly impact d brand's strength and customers'
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loyalty to that brand Positioning shows how loyal customers are’ and.how a product's

image sits in'the hearts and minds of customers dependent on a brand's-awareness.
b : p : -

Strategies to Creaté Reétail Store Positio[ling
§
¢ Positioning Based on Characteristics and Use of Products: Products'
.characteristics and usage ‘are associated with positioring. a particular brand.
A retail store mvolves some products that have certain characteristics that are
beneficial for customers Retail stores lannch posmomng strategies that are more
cxpec}tc_d by the target audience in the market, For_,e)gample, Porsche positions
.performance, and Volvo positions safety in the market to capture the audience.
The.use of a particular brand helps companies to posmon their products Such.

Some strategies to create retail store positioning are as follows: .

.

as the use of meal replacement in restaurants or other food stores increases
the benefits of food products-for gym customers, dieticians, and other people

" lookmg for diet products or:food that provide much energy for customers

{ workout

¢ Positioning Based on Quality and Pnce Mostly, customers have thought about

expensive products that are more quality th.m ww-prize products. However, the

positioning of products according to the quahty and price dif’ferontiate products

in the retail store. Retailers.communicate the price point-to customers that

.. make the quality.and prestige of products and services diﬂ"g_rent. Competitive

pi-icing of products attracts more customers in the market, such as the aim of

a retail store is o provide the cheapest product to customers to compete with
their nvals in thc market 7 w

»® Positioning Based on the Compentlon. Competition is a reference point to
_position retail stores’ products that differentiate from co_mpetltors in the market.
‘Positioning highlights the differcnce between a eompany and its competitor’s
products that make a product or seruicc_unique in the market. Companies use
similar products_ or positioning strategies but add- a distinct feature to their
products or services ttlat a 'group of customers expeots from retail stores:

Methods Used'b'y Retail Stores:to Determihe the Positioning Strategy

The retail stores can determine the posmomng strategy through 30me ways detailed as follows
The positioning strategy of aretail store depends on the undorstandmg of the markctplace
where retailers want-to compete in the market. Pomtlomng of high-quality products
offers marketing and promotion of different goods-to attract the target audience.
To make customers recoumze a clear positioning strategy, compames or retail btoreq
need o set the price or quality of products according to competitors’ strategies to
better survive in the: market and retain customers with brands' products and services.

|. A cohesive effort between the business strategies and other marketing 2 ar.:tmttes or sales

tactics is required- for oﬂ"ectlve po‘;ltlonmg, strategies and communication pohcxes




Retail Store Positioning and Compétitive St:_-at'ég.v'

Positioning products in retail stores provide a.unique selling proposition toa product
or service that is'an attractive feature to differentiate a particular brand in:the market
even if it has'any similar characteristic with competitor's product- There are so many

choices and options for customers in the market based on similar alternatives. Still, the
positioning makes the brand stand out from the rest, providing a competltwe advantage |-

to the retail store. Retail stores benefit from cntlcmg custoriers to purchase their products
by communlcatlng the unique selling proposition to custome_;js and target audience.

-4,4 - Retail Marketing Mix _ -

Retall markctmg mix refers to the variables that a retailer can, use tn- \r'anablc rnethods-‘_

to arrive at an effective marketing strategy t0 attract his prospects.

-The'variables are the varieties of mcrchandlsc and -assortment along with ‘the -

services that are offered, mcludlng advertising pncmg layout and promotion and also

-store locatlon design and visual merchandtsmg

" Retailersof an employ a vartety of combinations t6 promote thetr busmess and to
ensure proper reachto their prospective customers. Use of multtple methods depending

.on.their objectives to promote themselves and create a market profile:

The choice of methods of promotion varies and is dependent on the nature of the

‘business, the goods that are képt in the retail store; and other such multiple factors:
The crcdlblhty, control, and flexibility along with the cost that is associated with )

the retail promotion methods determine the chioice of methiod of promotlon

}J
. There are 7 Ps oflhp-retail ntix, which is as follows: -

I. ?mdﬁcfz Product is the basic element of any and every crganization. Sofne peopie
go'to the extent to comment that an organization is nothing but a collection of |
products. The product tine is defined as the vanettes of the products that are produced.

by a company, or that is stocked by a retailer. Collection of all the products and
offerlng the company i$ known as product mix. The same products that are produced
by the company are the ones that are sold by the retailer and keptin the retail store:
Product mix réfers to the length breadth and dt:pth of the products

Resuit of the product is the total number of producls that are presem in the product

line while the breadth of the product refers to the number of product lines that are.

offered by the company and ﬁnally the: depth of the product means the vanous
varieties of a partlcular product in‘that partlcular product line.

The retail product mix is also called as a product assortment. Makmg sure that thc

availability of the product and inventory levels are according to the démands of the |

customer i3 very crucia] for a retail store manzﬁre'r Maintaining adequate inventory

levels of product to meet the demands of the customer is very 1mportant Mulnplc ‘

strategies can be used in case of retail product mix such as
I3

~
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Retail Manaﬁeﬁn@nt e New product launches
o Modification of existing product lines
‘ Trading town or trading up
Notes | . & Assortment reduction or line elimination

- * e Management of PLC

Mulhple combinations are used by retallers to achieve their business and promotlonal
.objectives: .

2. Price: One of the most 1mportant elcment or vanables, ‘and the retailing buying
« decision is price. The entire retall_‘ organization is dependent on the single factor;
it was either make it or break.it. It is also kriown as'the biggest and easiest

q1- mcasurement which is subject to change. ‘

-

i Rising.helps the retail organization to complete 1ts objective. This is also

| significant for new market entrant whose primary function is to establish

- their brand and then enjoy the increasing profits as and when the brand gets ‘
acceptance from the customers. From the customer’s point of . your price ’
is considered as one of the.main reason to visit.a particular retail store.
The pricing strategy in the case of the retail marketing mix should be consistent
-and con51der the overall posmonmg of retailers sales, profits, and rate of return

3 R on__mvestment. ‘ . v

The lowest price may not necessarily mean the best price. Profit is'the ﬂiﬁ‘érence

betweén-cost and price. This canbe ver)‘i high when an urgent situation is exploited

by the salesman.

*Cash flow, overall _growth, and profitability are sort out by the retailers in order to
. survive the retail business. But in this case, pricing cannot be determined in isolation,
and operating expenses and costs are equally important while establishing the retail
price. Pricing the products is either based on the market at the cost of the product.

rd

The profits that are generated are within this and is controlled by the government
and oriented by consumer or compennon -Before one can determine the pnce, it
needs a certain consideration such as the position of the market the posmon of the
product in-the market thc_perceptlon of the customer various stages of a product
life cycle through which the product is passing along with the competitive strategy

.
1"- !
LN

and the overall retail marketing mix. The calculation of retail price should always :
be based on thc markup and not the cost that is involved.

—

_Followmg are the components of price mix_

Competition, organ_izatio‘hal objectives, credit terms, discount, cost and profit,”

variable and fixed cost, pricing options, positioning strategies, pricing policies, etc.
"3.1 Place: The availability of the _I;roduct shquld be close to the place of

consumption so that the prospecis and the customers can buy it easily. Ab
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. preferred brand -by the customer who is not easily available at a location Retail Marketing
*‘which is convenient to the customer that person ‘made by some other brand
-in the same category thereby ificreasing the market share of the’ competition.
This is myth retailer has to and sure’the availability of-the product so-that the
customers can buy it whenever they require — the major components of place, in Notes'
the retail marketing mix: physical distribution and marketing channels.

The ‘elements of the marketing mix are affected by the channels decisions
and-involve a long term commitment of resources for them to run smoothly.
" The intermediaries which are involved in' the channel network independent
s organizations and their needs should be taken into consideration evaluating -
 the alternatives of the channel. The mark’eting-efforts success: is depehdent
on a full-proof distribution network. The elements of ph_ysieal distribution
involve warehotlsi_ng,_ transportation, bulk packaging, material handling, etc.- -
Some of these activities may be carried out by the intermediaries, and he is
coordination would be required to see in maximum results of marketing operations.
The Place also concerns with levels of operation-of the store and the number of
employees that are needed.

4. Prometion: Once the budget of the retail store has been decided, the retailer should
“ select an appropriate combination of public relations advertising, sales promotion,
. " and personal selling. While this may be true in case of retailers, in case of small traders
there are points which are limited because of limited availability of the funds, and they
‘have to use advertlsmg method*; of promotional méthods tike direct mail holdings '
store displays fliers and other related” publicity methods to attradt the customers:
Retailers who have no problems with financing may " opt for Print or television
media in order to promote their Store. The promotional mix is the one which v:r'arie_s
from retailer to retailer and country to coun'try and also depends on technological
advancement. It also depends on the nature of competition and the finances available {. .
with thé retailer. .
The promotiona! mix is designed by the retailer, which is in compliance with
the objectives of the’ store, such as attracting the customers positioning of the
organization and'i mereasmg the turnover.
1t also is based on other objectlves such as clearing of the 5easonal
_merchandising with special offers and announcement of specral events.
Retallers are known to spend the - promotional budget on the dev elopment of
advemsmg and advertising campaigns along with other promononal activities. The
retailer is also known to have various methods of promotien in.order to promote
his goods. : *

“The methodology of promotion, that is used by the retailer should be t.ompauble
~. with the stored image and the budget that is allocated for promotion by the retailer. -
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Retail Management ‘The primary objective behind the promotional strategy is to influence the decision -
.of purchasing. Hence the retailer has'to ensure that proper budgets and time is-
allocated i in order to make the promotional actmty more effective.-

H[ B

" ) No tés ’ Process: The process is perhaps one of, the most crucial P.in'the retall marketmg

- mix.- The retail-industry is based en'tuely on processes such as order_processmg
; _ and management of the databass. ’

d o Right from the momient a customer enters the retail store, he is depet;dent on the process.
v which will help him to find the appropriate section which has thé appropriate goods.
"¢y | * Itis a'process that will-help him find the'pricé of the .product along with

other products and their prices, which help them to make a buying decision.
Then- the customer approaches the blllmg counter, which-has an order
processing system and a database-managemeng software which processes
the order and generates a bill-to the customer ":and processes the pay'nlent. ;

- Other. processes sich as quéuing'system and standardization also, part of thé
process Tt is essential that all these processes are interlinked for a customer to

1
have a ‘smooth experience.

. . 6 .People° People-perhaps another most important aspect.and the’ element

" ; of retail ‘marketing. People in. the retail store, .are the ones that help ‘the...
" ¥ ' customers to. find their product to help them with & particular product. Is
' -also incliides. the capacity-of the staff and the-efficiency and availability.
_ '[hestaffshouldbecapableandeﬁ‘ic:enttocanyouttheﬁmctaonsofthestoresmoothly The
. interaction ofthe staff with customers should be a professwn aswell behavedand helpful.
If a particular proouct needs internal marketing it is the people who make sure that

Er

the internal marketing is done in accordance to the marketing rules and also ensures .
that the message reaches the right people or right customers.

. & T Physlcal Evndence The layotit of the shop and the reception and check out are part of
N ' physical evidence. Answering questions such as what wiil be the location of the store, -
, ; or the location of the store in the mall, etc: cockroaches in case of physical evidence.
Interactlon of customer and the staff is also mcluded in physical ev1dence along
with| pcople The testimonials of the customer the cash receipts and after-sale service
™ are also part of physical evidence of retail Marketmg Mix.

o

- |45 Communicating with the Retail Customer

-~

.Promotlon is bas1cally a commmncauon process This has become necessary as the process
‘. j-of sellmg is more complex today because products are more technical, buyers are more
sophisticated, and the competition is more intense. Wlthout_ proper flow of information -
| and effective communication from the producer to the consumer either along with the
product or well. in-advance of the introduction of product into thé . market, no sale is

. . ' N ' N ' i
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possible today. The various promotion rﬁ'_ix.‘olements desigred for this purpose are also Retail Marketing
referred to as ‘Communications Mix’. The process of communication mix is as follows. >

Operation of Communication Process R
Advertising . 5 Unawaréness Competition Y ) Note_s
Sales Promotion ) Awareness =1 Memory -
+Personal Selling | ° ' Comprehension 4 ——1 Lapse
Product Design —» | Conviction " | Sales
Display Action Resistance
Price : _ > " . ¢ Traditional -
- Package - ‘ y Sentiments
. k] - »

| Figure 4,1 Marketing Communication Process
Need for Communication

~Whena Sompany develops a new produet, changes an old one, or simpiy wants to increase
sales of an ex1stmg product, it must transmit its selling message to potential customers.
The process of communication is generally- divided lnto Explicit and Implicit
communications. The former one mvolves the use-of language to-establish common
tinderstanding among the people. Implicit communication is an ‘intensive interpretation
of symbols’ and is baswally a form of non-verbal commumcatlon For example, when

~ two foreigners meet, even though they are unable to commumcate through a common
language, they will exchange they will exchange their v1ews through meaningful symbols.

Promotion i 1s an “exercise in information, persuasmn and influence”. Accordingly,
promotion has come to mean the overall coordmation of advertising, setling, publicity, |
and public relations. Promotion i is  helping funcfion designed tomake all otiter marketing
activities more effective and efﬁcnent But sales promotion as such helps only the selling
activity. .

The marketing communications mix (also called the promotion mix) consists
of five major tooIs. o
.® Advemsmg Any paid form of non personal presentation and:promotion of
| ideas, goods, or services by an identified sponsor.
o Direct Marketing: Use of mail, telephone and other non personal contact
. tools to communica;ergjth or solicit'a response from specific customers and
© prospects. '
e Sales Promotion: Short-term. mcennves to encourage trial or purchase of a’
' product or service.

o Public Relations und Publicity: A variety’ of programs designed to promote
~ and/or protect a company’s image or its individual products.
s Personal Selling: Face-to-face interaction w1th one or more prospective
purchasers for the purpose of making sales. «
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The whole marketing niix, not just the promotional mix; must be orchestrated for
’ H

Al &

maximuim communication impact. *
k3

The Com'munica'tion Pmcese n

Marketers need to understand how communication works, A commumcanon model
answers (1) who (2) says what (3) in what channel (4) to whom (5) with what effect The
following shows a comfnunication model wnh nin¢ elements. Two elements represent
the major parties in a communication — " sender and receiver. "Two represent the major
commumcauon tools —.message and medla ‘Four represent major communication
ﬁ.mcnons - encodmg, decodmg, response, and feedback. The last element is noise in

']

" the system.

Message Decoding Receiver
L} . .

“The model underscores the key factors in effective communication. Senders must know

what audiences they want to reach and what responses they want. They encode their
messages in-a way that takes into account how the.ta:get\audience' usualiy- decodes
messages. The sender must transmit the message through efficient media that reach the
' target audience. Senders must develop feedback channels so that they can know the
receiver’s response to’ the message. -

x { Message :
Encoding [

_ Decodlng | Receiver
Medta-. + [ Y

¥

h 4

Sender

+~— Noisa~ [—

Response

Feedback [*

f‘igure 4.2 Elements in the Commﬁnicaﬁon Process-.'

[ H

For a message to be éﬂ'ecti\‘fe,‘- the sender’s encoding process must mesh with the
receiver’s decoding process. Messages are essentlally signs that must be familiar to the
receiver. The mofte the sender’s field of experience overlaps with that of the recewer the

-more effective the message is likely to be. “The source can encode, and the destination

can decode, only-in terms of the experience each has had”. This ‘puts a: burden on
communicators from one “stratum (such as advertising peoplc) who wants to communicate-
effectively w:th_ another stratum (such as factory workers).,Thf_: sender’s task is'to get his
or her message through to the receiver. There is considerable noise in the environmem
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— people are bombarded by several hundred commercial messages a day. The target
audience may not receive the intended message for any _reaébn_s. The communicator
must design the message to-win attention in spite of surrounding distractions.

Steps in Developing Eﬂ‘e’cﬂve Communication; >

We will now examine the major steps in developing a total communication and promotion
program. The marketing communicator must (1) id_entifx the target audience, (2) determine

the c_omniu_nicatio’n objectives, .(3) design the message; (%) select the cbr}mnunicat_ion ,
channels, (5) aliocate the total promotion’ budget, (6 decide on the promotion mix, (7)’

measure the promotion’s resuits, and (8) manage and coordinate the total —. marketing

communication process, - X o '
L. Identifying the Target Audience: A marketing communicator milsg start with a
clear target audience in mind, The’ audience could be ir'_ldividua]s_i, groups, particilar

- communicator’s decisions on what to say, how to say it, when to say it, where to
say it, and to who’ii to say it T o
'2: Determining the (_fbmmunication bbjectlves: Once the target market and ‘its
- . characteristics are identified, the marketing communicator must decide on the
desired audience respense. The ultifnate‘response, of course, is’ purchase and
~ satisfaction. But purchase behaviour is the end resuit of 4 long process of consumer
.decision-making. The marketing communicator neecjs?b know how to move the
target audience to higher states of readiness tobuy.
The marketer can be seeking a cognitiv?, affective, or behavioral respense from
the target audiencc._-%]‘hat-ig the marketer might want to put something fnto the
. consumer’s mind, change the consumer's attitude, or get the consumer to act. Even
here, there are different models of c6n§umer-response stages,

~ All of these models assume that the buyer pés;es through a cognitive, affective,
and behavioral stage in that order. This sequence is the ‘learn feel-do’ sequence
and is appropriate when the audience has high involvement with a product category
perceived to have high differentiation, as is the case in purchasing an automobile,
An alternative sequence is the ..‘do-fee!-leam’sequenpe, when the audience has high
in{iolvergent'but pé;qgivqs little or no differentiation within the product category,
as.in purchasing iron rods. Still'a third sequence is.the “ledrn-do-feel’ sequence,
when the audience has iow involvement and perceives little differentiation within.
the product category; as is,the. case. in pu'rchasilig salt. By uhderstanding the
appropriate sequence, the marketer cando a benerjob-.of planning communications.
If most of the target audience is unaware of the object, — the communicator’s task

is 16 build awareness,. perhaps just.fame recognition. This can be accomplished
with simple messages repeating thré name. '

publics, or the general public. The target audience wil] criticéliy influence the .
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Designing the Message° Havmg defined the deslred audience response, the
communicator moves to developmg an effective message. Ideally, the'message
should gain attention, hold interest, arouse desire, and elicit action {AIDA model).
In practlce few messages take’ the consumer all the way from awareness through
purchase, but the AIDA model suggests the desirable quahtles

-' Formulatlng the message will require solving four problems: what to say (message

content), how to- say it logically (message structure), how to say it symbohcally
(message format) and who should say it (message source)

Selectmg the Communication Chanunels: The communicator must select efficient
channels of communication to carry the message. Communication channels are
of two broad types, ‘personal and non personal. Within ¢ach are found many sub
channels.

R i X 3 . .
(i)  Personal Communication Channels: Personal communication channels

involve two or more persons communicating directly with each other. They -
might communicaté face to face, person to audience, over the telephone, or
through the mail. Personal communication channels denve their effectiveness
through the opportunities for mdmduallzmg the presentatlon and feedback.
A furthér distinction can be drawn between' advocate, expert, and social
charnels of communication. Advocate channels consist of company
salespeople contacting buyers in the target market. Expert channels consist.
of independent experts making statements to target buyers. Social channels
consist of neighbors, friends, family membefs, and associates talking to
target buyers.

Many companies are becoming acutely aware of the power of the “talk factor’
or ‘word-of-moutl’ commg from expert and social channels in generatmg
new business: They are seeking ways to stimulate these

(i) Non Personal Commumcatlon Channels: Non personal communication
channels carry messages without personal contact or interaction. They include’
medla, atmospheres, and events.

Medta consist of prmt media (newspapers, magazmes direct mail), broadcast
media (radio, television), electronic media (audiotape, videotape, videodisc),
and display media (billboards, signs, posters). Most non personal messages
come through paid'media.
Events- are'oceurrencés designed to communicate particular messages to
target audiences. Public relations departments-arrange news conferences,
grand openings, and sport sponsorships to achieve- spemﬁe communication
cffects w1th a-target audience. Although personal communication is often
more effective than mass communication, mass media mlght be the major
means to stimulate personal communication. Mass. communications affect
personal attitudes and behaviour through a two-step flow-of communication

N
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process. “Ideas often flow from radio and print to opinion leaders and from
these to the less active sections of the population”.

Establishing the total promotion Budget: One of the most difficult marketing °

decisions facing companies is how much to spend on promotion.” "

This it is not surpriSing that industries and éompanies Veryfconside;ably in how
much they spend op promotion. Promotional expenditures might amount to 30-50%
of sales in the cosmeétics 1ndustry and only 10-20% in the industrial equlpment
industry. Withina gwen mdustry, low-and high- spendmg compaies can be found.

How do companies decide on their promotion budget? We will describe four

common methods used to set-a promotion budget.

Many companies set the promoti’on budget at what they think ‘the company .can

afford. One executive explained this method as follows: ‘W’hy it’s simple’.

This method of setting budgets completely ignores the role of promotion as an

Jinvestment and the immediate impact of production on sales volume. It leads to an

uncertain gnnual promotion budget, which m@kes' long-tange market communication
pianning difficult.

1

Promotion Mix: Demand of goods is fo be created to sell the goods produced in

~ the market be created. Without demand creation, no sale can be effected. It is a
continuous process throughout the product life cycle. At introduction level'utmost |

efforts are made to make a product recognized by the customers. The demand once
created, would have to be maintained and increased. Efforts for demand creation
continue even in the declining stage. For this purpose; promotional act_ivitie§ are

undertaken. A promotional mix involves three main activities: personal selling, -

advertising and sales promotion activities. Personal selling is direct or personal
method of seiling the product through salesmen or retaller Advertising and sales
promonon are impersonal methods of promotmg the sales.

Meﬁsunng Promotion’s Results: After implementing the promononal plan, the
communicator must measure its impact on the target audience. This involves asking

the target audnence whether they recognize or recall the imessage, how many times
they-saw it, what-points they recall, how they felt about the message, and their
previous and current attitudes towards the product and company. The communicator
would also want to collect behavioural measures of audience response, sich as how

_many people bought the product, liked it, ag_‘jld;talke.d to others about it.

“Total Marketing Communication: Management combines the four controllable

into marketing strategy market, distribution promotion-and price strategies.
It involves establishing and maintaining communications with target markets

and interview middlemen, through various marketing communications media~".

advertising, personal selling, point of purchase materials, packing and other media

like samples and coupons.
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| Evolution of Advertising 4 " !

The'messages sent involve' various aspects of the overall- marketing strategy '
that mlght contribute to favourable buying response on the parts of middiemen
-and members of target market segment; Successful promonon comes about only

+ through effective communication. .Communication 'gap may be very harmful i in
the achievement of marketmg goals.

46 Advertisement

The word advertisement originated from the Latin term ‘advertise’ meamng to turn to.
Advertising is pald form of pubhclty Itis non-personal. It is directed at a mass audience K

‘| and not directly at the individual as'in the casé of personal selling. It is 1den-f1ﬁable with
" its sponsor or originator which isnot always the case with p_ublnc;ty or propaganda, -

A

13

o “The Beginning: Romans practiced advertising. The potentiality of advertising
: multiplied when the'hand press was invented at the end of the [5th century.
' By Shakespeare’s time the posters had made their appearance. Thus
-gljadua'll_yk advertising assumed the _[imction" of fostering demand for cxcis'ing
products. :
o Mass Advertising: Tt was in the latter half of the 19th century that mass
advertising came-into being. As mass production became a reality channels
+  of distribution had to be developed to cope with the physical movement of
goods creating a need for mass communication to inform customers of the
ciloice availablé to themi. This development was accelerated by-increasing
hteracy "

) Advertismg in lndia. In India advertising was accepted as a potent recognized

means of sales promotion only two decades ago. This delay is attributable to
late industrialization in India. But as India has become an-industrial country,
advertisements appear regularly in local as well as national papers.

L]

Definition 1 "

. American Marketing Association defines; “Advertising is any paid form of non-personal

presentation and promotion ‘of ideas, goods or services by an identified §'p6ns'or. It

‘jnvolves the use of such media as magazine, newspaper, space, radio; motion pictures,

outdoor media, cards, catalogues, direct hail, dlrectorlcs and references, ‘store signs, :

- programmers and menus, novelties and circulars™. 1

¥ “Advemsmg is any form of paid non-personal presentation of"ideas, goods or
services for the purpose of inducing people’ to buy.” — Wheeler.* “Advertising is a paid
form of non personal presentation of ideas, goods or services by anvidéntified sponsor”.
— Richard Buskirk




* “Advertising consists of all the activities involved in presenting to a group, a Retail Marketing L 3¢ 4
| non-personal, oral or visual, openly-sponsored message regarding a product, services "3
or idea, this message is called an advertisement, is disseminated through one or more ' R

media and is paid for by an identified sponsor. ""—--william J.Standon ' N

Notes, d
The above definitions clearly reveal the nature of advertlsement This i 1s another | :

. powerﬁxl element of the promotion mix, Essentially, advertising means spreadmg of

information. / :
: : _ . . ) ;
Ee . _Q s - - L

Elements of Adirel_'tising ¢ o 3

L

On the basis of the definitions, the essentia} elements of adve;f{ising' can.be listed as
* follows: : 1 - o
1. Non-Personal communjcati_o:i: Advertising isa mass non-péréc_:\nal communication ' ‘e
reaching a large -group of buyers. It is neither delivered by actual persons not A
addressed toan individual or small audtenee of individuals. The communication is
speedy permitting the advertiser to speak hundreds or thousands of people within
a shorter period. : _ '
2. Matter of record It is a-matter of record furnishirlg information for the benefit
¢ of the buyers. It guides them to make 2 satisfactory purchase The contents of the
advertlsement are what the advertisers want.’ P ‘ .
3 “Paid from of publicity: Advertising is a paid form of presentation. The sponsor.
- must pay for it to other person‘'whose media is employed. Hence, it is commercial ' ‘ '
- transaction. Only this feature dlfferentlates advertising from publlclty - *

4 Persuasion of the buyers. The advema*.ement must be capable persuadmg the
buyers to purchase the goods advertised. It is an art of mﬂuencmg the humatn action;
the awakening of the desire to possess and possess one’s product..

"8, Idenﬁﬁable with the sponsor. Advemsements are identifiable with their -Sponsor |
-or ongmator The producer or the dealer sponsors the advemsement campaign by
employing a smtable media. He also bears the expenses connected with 1t

Ob]ectlves of Advertismg

1.+ To Create Demand: Advertisement is used for mtroducmg anew product in the. o ’ _ |
market ‘New product needs introduction as potential customers have never used- |
such product earlier. The advertisement prepares a grourid for the new product Most
of the advertisement in cmema-halls or at radio and telev1sron serve th:s ‘purpose. '

2. To Prepare Ground for New Pmduet. The main ob_;ectwe of the adve_rpsement .
is 1o create a favourable climate for maintaining or improving sales. Customers. ' 1
are reminded about the product and the brand. Advertisement may induce new
customers to buy the product by infonnirig- them about its qualities since it is |.

possible that some of the customers may change their brands. Thus advertisement .
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* may bring riew areas and customers to the company’s product thereby increasing
the company’s‘share in the total market.
3. To Face the Competition:.In modem days advertising is undertaken not only to
-, inform the people about a product, ‘but also to maintain and increase the demand
of the product by weaning people away from rival products in‘the market. Under
competitive conditions, advertisenfent helps to build up brand image and brand
loyalty. Wht;n customers have developedﬁbrand loyalty, it becomes dlﬂicult for the
middlemen to change. ’
4. To Inform the Changes to the Customers: Large scale advertising is often
undertaken with’ the objective of creating or enhancing the goodwill of the

advertising company. This increase the market receptiveness of the company’s g

product. It helps the salesman to win customers easily.

5. To Create or Enhance Goodwill: The advertisement is made with the purpose of
informing about the ehémge to the consuming public. Whenever changes are made
in the prices, channels of distribution or in the product by way of any improvement
in quality, size, weight, brand, packing, etc., these must be informed to the public
by the producer through advertisement. Such advertisements may also be used to
maintain or.improve sales.

6. ToNeutralise Competitor’s Advertising: Advertising is also. used to compete with

or neutralise competitor’s advemsmg When competitors are adoptmg intensive
advertising as their promotional strategy, it is reasonable to follow similar practices

to neutralise their effects. It is essential for the manufacturer to creaté a different

image of his product. Advertising helps to create product differentiation by the
particular message it sends and the image it creates.

7. To Bar New Entrants: Through long advertising a strongly built image helps to -

keep new entrants away. The advertisement builds up a certain monopoly for the
product. The entrants find it difficult to enter. Whenever a new entrant plans for an
investment in that field, he considers the existing market conditions. If he knows
that the existing market is dominated by a few producers due to long standing
advertisement effects; he may hesitate to make his investment. -

8. Liink between Producer and Consumer: To conclude, advertising aims at
‘benefiting the producer, educating the consumer and supplementing the salesman.

Above all it is a link between the products and the consumer.
]

Functions of Advertising

(A) Primary Functions

1. [Increasein Sales: Advertisement increases sales of the product by securing greater

. . L . . . 3" . 3 .
consumption, attracting new buyers or.introducing new uses for a commodity.

* - - e R . .
2. -Boost stocking: Persuasion of dealers to stock the goods is one of the functions.

‘of advertisement;
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