Chapter 17 Retailing

I. Trading up at Target : Retailing is where the customer meets the product. 

A. Retailing: includes all activities involved in selling, renting, and providing goods and services to ultimate customers for personal family or household use. 


II. The value of retailing: creates consumer value and impact on economy. –people employed and total money exchange. 

A. Consumer utlities offered by retailing –time, place, form, and possession utlities, (mini banks in supermarkets =place ult.) 
B. The global economic impact of retailing –walmart, home depot, and target 3 largest retailers.

III. Classifying retail outlets: 

A. Form of ownership: distinguishes retail outlets based on whether individuals, corporate chains, or contractual systems own the outlet

a. Independent retailer: most common, advantage is owner is own boss. Can offer convenience, quality, personal service, and lifestyle compatability (bakeries, hardware stores)

b. Corporate chain: multiple outlets under common ownership. Centralization in desicison making and purchasing is common, have advantages in dealing with manu, especially as the chain grows, bargains for discounts on orders. Buying power seen when consumers compare prices to other stores. Mutiple outlets, consistent management. 

c. Contractual systems: involve independently owned stores that band together to act like a chain, retailer sponsored cooperatives, wholesaler sponsored voluntary chains, and franchises. Can take advantage form bulk purchases. (all grocery stores agree to buy from one wholesaler) (ace hardware) Franchise: onetime fee, and annual royalty based on sales. Two types of franchises
i. Business format franchises (mcdonalds) franchisor provides step by step procedures for most aspects of the business and guidelines for the likely decisions a franchisee will face. Less than setting up own business (subway) lessen cost of expansion

ii. Product distribution franchise (ford dealership, coca cola) 

`
B. Level of service: used to describe the degree of service provided to consumers-differences among retailers 

a. Self service: consumer performs many functions and little is provided by outlet. Self service kiosks (warehouses)
b. Limited service: provide some service such as credit and merchandise return, but not others like clothing alterations. (walmart) 

c. Full service: mostly speciality stores and department stores provide many services. (saks fifth avenue)

B. Types of merchandise line: describes how many different types of products a store carries and in what assortment distinction between depth and breadth of items

a. Depth of product line: means the store carries a large assortment of each item, such as a shoe store offering running, dress, and kids shoes. (Victoria secrets) 

i. Specialty outlets: outlets focused on one type of  product such as electronics (circuit city, barnes and noble)  with very competitive prices. These outlets called category killers because they dominate the market. 

b. Breadth of line: refers to the variety of different items a store carries such as appliances and cd’s, carry a broad product with limited depth are Called general merchandise stores (dillards carries many styles but not unusual sizes) 
i. Scrambled merchandising: offering several  unrelated  product lines in a single store (cvs) 

1. hypermarket: large stores in Europe  offering everything in a single outlet supercenter in usa 

a. causes intertype competition: competition between very dissimilar types of retail outlets, bakery competing with gas station.  

V. Nonstore retailing: 6 forms 


A. Automatic vending: vending machines (nonstore) machine maintenance, operating cost, and location leases add to the cost of products, so more expensive . Edy cellphones equipped to pay for vending machine purchases. Improved tech to allow vendors to know when machine is empty. Huge vending machines in parking lots to act as a convience store. 


B. Direct mail and catalogs-eliminates cost of a store and clerks, improve effieciey through segmentation and targeting, create customer value through fast convienent purchases. Growth because stores are adding catalog operations (sears, office max) Focus on proven consumers then prospective. Speciality magazines to market niches identified in database. 

C. Television home shopping: when consumers watch a shopping channel on which products are displayed, orders placed over phone or internet, footwear fast growing, attract women after 35-new idea of placing order with remote rather then phone


D. Online retailing: allows consumers to search for, evaluate and order products through the internet. -24 hr access merger of homeshopping and internet eventually. 


E. Telemarketing: involves using the telephone to interact with and sell directly to consumers. 


F. Direct selling called door to door retailing involves direct sales of goods and services to consumers through personal interaction and demonstrations (avon) increasing numbers of dual careers in home has caused decline. Going to grow in markets where the lack of distribution channels increase the importance of door to door conveince and the lack  of consumer knowledge about products and brands increase need for person to person approach 

VI. Retailing strategy: Between positioning and retailing mix 


A. Positioning a retail store. – above help determine stores position relative to its competitors 




1. Retail position matrix: is a matrix developed by the mac grou, positions on two dimensions, breadth of product line-range of products sold through each outlet. And value added-includes elements such as location, product reliability or prestige




a. High value, and broad product line (Bloomingdales) concentrate on store design and product line, merchandise has high margin of profit and is of high quality, provide high levels of service



b. low value added, and broad line-lower price for increased volume in sales, focus on price, low service levels, and image for a place of good buys (walmart)




c. High value added and a narrow line, sell very restricted range of products that are high status and quality, and levels of service (tiffanys)




d. low value added, and narrow line-speciality mass merchandisers, appeal to value conscious shoppers, economies of scale achieved through centralized advertising, merchandising, buying and distribution, stores same in layout, design usual called cookie cutters


B. Keys to positioning-has to have identity that has some advantages over the competitors yet is recognized by consumers. A company can reach outlets in several positions on the matrix but under different names Bloomingdales and macy owned by same company different matrixes

C. Retailing mix: includes activites related to managing the store and the merchandise in the store-similar to marketing mix includes following:



1. Retail pricing: decide on mark up, down, and timing. Markup: how much a retailer adds to the cost, to reach selling price. Orginal markup is difference between retailer cost and intial selling price. Maintained markup-by the time product is sold. If products do not sell as quickly as anticipated, price is reduced. The difference between the final selling price and retailer cost is the maintained markup or gross margin 

Discounting a product (markdown) is when the product does not sell at the original price. New models force exsisiting ones to decrease Discounts may also be used to increase demand for complementary products (reduce cd players to increase sales of cds). Timing of a markdown is important, retailers make then as soon as sales fall off to free up valuab;e selling space and cash. Other avoid to maintain image of quality. How will markdown affect future sales? Constant promotion leads consumer to remember orginal price. Consumers use price of coke to overall impression of store called benchmark, or signpost. 
a. shrinkage: breakage/ theft of items (trying to keep prices low)

b. Off price retailing-involves selling brand name merchandise at lower than regular process-different from discount because discount buys at full price but takes less markup

i. Warehouse club (sams club) 

ii. Outlet store: use store to clear excess inventory 

iii. Single price-dollar store 

2. Store Location: where to locate the store and how many? Most other stores near others in one of five settings


a. central business district-oldest retail setting-downtown area, less convenient lack of parking


b. regional shopping centers: consist of 50 to 150 stores that attract consumers who live within a 5-10 mile range. Often contain 2-3 anchor stores-which are well know stores (sears)


c. community shopping center: more limited, has one primary store, and smaller outlets serve 10-20 min drive


d. strip location: clusters of stores within 5-10 min drive, gas station, grocery, laundry 


1. power center: which is a huge shopping strip with multiple anchor stores, and supermarket. New types of retail include carts, kiosk and wall units 

3. Retail communication: play an important role in positioning a store and creating an image 


a. functional: refers to mix elements such as price range, store layouts, and breadth and depth of merchandise lines. The physcological are intangibles such as a sense of belonging, excitement, style or warmth. Along with atmosphere and ambiance 

4. Merchandising:


a. category management: assigns manager with the responsibility for selecting all products that consumers in a Market segment might view as substitutes for each other , with the objective of maximizing sales and profits in  the category


b. consumer marketing at retail (cmar)-conducting research, to identify shopper problems, and make up retailing mix actions. 

VII. The changing nature of retailing


A. The wheel of retailing: describes how new forms of retail outlets enter the market. Usually  enter as low status, low –margin stores such as a drive in hamburger stand no indoor seating and limited menu gradually more embellishments are added to increase attractiveness to customers, then price and status rise, 


B. The retail life cycle-shows the retail life cycle and the position of various current forms of retail outlets on it. Goes from early growth, to acceralated development (Position most important, try to maintain share, price discounting  ) to maturity and into decline 

VIII. Future changes in retailing 


A. Multichannel retailing-will utilize and integrate a combination of tradiotnal store formats and nonstore formats such as catalogs, and internet. Allows further reach of consumersn, multichannel retailers benefit from the synergy of sharing info across different channel operations 


B. The impact of technology –smart cards, info on computer chips hold consumer info such as preferences and size –faster service don’t have to pay credit card fees


C. Changing shopping behavior: have become precision shoppers., store visits declining, demanding convenient hours, location outstanding service and reasonable prices. Vertical malls-urban workers. Co-branding walmart and mcdonalds  in which two retailers share a location 
