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OVERVIEW OF RETAILING 
 
 
Structure 
 
1.0       Introduction 

1.0.1 Concept of Retailing  
1.0.2 Role of Retailer in Distribution channel 

1.1 Functions Performed by retailers 
      
1.2 Social and Economic Significance of Retailing 
 1.2.1 Social Significance of Retailing. 
 1.2.2 Economic Significance of Retailing. 

  
1. 3 Selection of Retailing and Distribution channels     

1.4 Retail management decision process 
    
 
 
1.0 Introduction 

The word 'Retail' is derived from a French word with the prefix re and the verb tailer meaning "to 
cut again". Evidently, retail trade is one that cuts off smaller portions from large lumps of goods. 
It is a process through which goods are transported to final consumers. In other words, retailing 
consists of the activities involved in selling directly to the ultimate consumer for personal, non-
business use. It embraces the direct-to-customer sales activities of the producer, whether through 
his own stores by house-to-house canvassing or by mail-order business. 

 
Manufacturers engage in retailing when they make direct-to-consumer sales of their products 
through their own stores (as Bata and Carona shoe companies, D.C.M. Stores, Mafatlals and 
Bombay Dyeing) by door-to-door canvass or mail order or even on telephone. Even a wholesaler 
engages in retailing when sells directly to an ultimate consumer, although his main business may 
still be wholesaling. A retailer is a merchant or occasionally an agent or a business enterprise, 
whose main business is selling directly to ultimate consumers for non-business use. He performs 
many marketing activities such as buying, selling, grading, risk-trading, and developing 
information about customer’s wants. Aretailer may sell infrequently to industrial users, but these 
are wholesale transactions, not retail sales. If over one half of the amount of volume of business 
comes from sales to ultimate consumers, i.e. sales at retail, he is classified as a retailer. Retailing 
occurs in all marketing channels for consumer products. 
 
Retailing can be defined as the buying and selling of goods and services. It can also be 
defined as the timely delivery of goods and services demanded by consumers at prices that 
are competitive and affordable. 
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1.0.1 What Is Retailing 

 
Retailing can be defined as the buying and selling of goods and services. It can also be 
defined as the timely delivery of goods and services demanded by consumers at prices that 
are competitive and affordable. 
 
Retailing consists of the sale of goods or merchandise from a fixed location, such as a 
department store or kiosk, or by post, in small or individual lots for direct consumption by 
the purchaser. Retailing may include subordinated services, such as delivery. Purchasers may 
be individuals or businesses. In commerce, a retailer buys goods or products in large 
quantities from manufacturers or importers, either directly or through a wholesaler, and then 
sells smaller quantities to the end-user. Retail establishments are often called shops or stores. 
Retailers are at the end of the supply chain. Manufacturing marketers see the process of 
retailing as a necessary part of their overall distribution strategy. 
 
 
1.0.2   A Retailer role in Distribution Channel 

 
Retailers 
 
The characteristic that sets a retailer apart from other members of its distribution channel is 
that the retailer is the party who ultimately sells the product to its end user or consumer. As 
you know if you’ve ever shopped for anything, retailers come in many shapes and sizes, so to 
speak. Retailers may be grouped according to any of the following four categories: 
 
Ownership.  
 
Every brick-and-mortar retailer can be classified as a large, national chain store; a smaller, 
regional chain store; an independent retailer; or a franchisee. 
 
Pricing philosophy. 
 
Stores are generally either discounters or full-price retailers. Within the “discounter” 
category, there are several subcategories such as factory outlets, consignment stores, dollar 
stores, specialty discount stores, warehouse membership clubs, and so on. 
 
Product assortment. 
 
The breadth and depth of product lines carried by the store depends a lot on its ownership. 
An Ann Taylor store, for example, sells Ann Taylor branded clothing—not much breadth of 
product line there, but extensive depth in that line. A Kmart, on the other hand, carries 
thousands of brands, but perhaps does not have much depth (not many brands) in any given 
category of product. 
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Service level.  
 
The more exclusive or specialized the store, the more types of services it will generally 
offer—from a name-branded credit card, to on-site alterations, to liberal return policies for its 
loyal customers. With the “big box” discounters, on the other hand, customers pay for 
convenience and bypass traditional service, by bagging their own groceries and the like. 
These distinctions between various types of stores will be important as we discuss their 
participation in certain distribution channels. 
 

1.1 Functions Performed By Retailers      
 
Functions Performed By Retailer: 

* Provides personal services to all  

* Provides two-way information  

* Facilitate standardization and grading  

* Undertake physical movement and storage of goods  

* Assembles goods from various sources  

* Stock goods for ready supply to buyers  

* Extend credit facility  

* Create demand by window display etc  
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FUNCTIONS PERFORMED BY RETAILERS 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
Providing an Assortment 
of products & service : 
 

  Breaking bulk
  Holding inventory
  providing service   

 
 
 

1.2  Social and economic significance of retailing   
 
Importance of Retailing 
 
The retailer is an intermediary in the marketing channel because he is both marketer and 
customer, who sells to the last man to consume, He is a specialist who maintains contact with the 
consumer and the producer; and is an important connecting link in a complex mechanism of 
marketing. Though producers may sell directly to consumers, such method of distributing goods 
to ultimate users is inconvenient, Expensive and time consuming as compared to the job 
performed by a specialist in the line. Therefore, frequently the manufacturers depend on the 
retailers to sell their Products to the ultimate consumers. The retailer, who is able to provide 
appropriate amenities without an excessive advance in prices of goods is rewarded by larger or 
more loyal patronage. 
 
1.2.1 Social Significance of Retailing 
 
In recent years, the concept of social responsibility has entered into the marketing literature 
as an alternative to the marketing concept. The implication of socially responsible marketing 
is that retail firms should take the lead in eliminating socially harmful products such as 
cigarettes and other harmful drugs etc. There are innumerable pressure groups such as 
consumer activists, social workers, mass media, professional groups and others who impose 
restrictions on marketing process and its impact may be felt by retailers in doing their 
business. The society that people grow up in shapes their basic beliefs, values and norms. 
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People live in different parts of the country may have different cultural values - which has to 
be analyzed by retail business people/firm. This will help them to reorient their strategy to 
fulfill the demands of their consumers. Retail marketers have a keen interest in anticipating 
cultural shifts in order to spot new marketing opportunities and threats. Several firms such as 
ORG, MARG etc. offer social / cultural forecasts in this connection. For example, marketers 
of foods, exercise equipment and so on will want to cater to this trend with appropriate 
products and communication appeals. 
 
1.2.2  Economic Significance of Retailing 
 
All middlemen basically serve as purchasing agents for their customers and as sales 
specialists for their suppliers. To carry out those roles, retailers perform many activities, 
including anticipating customer's wants, developing assortments of products, acquiring 
market information and financing. It is relatively easy to become a retailer. No large 
investment in production equipment is required, merchandise can often be purchased on 
credit and store space can be leased with no 'down payment' or a simple website can be set up 
at relatively little cost. Considering these factors, perhaps it's not surprising that there are jus 
over a 6 million retail outlets operating across the Indian cities from north to south and from 
east to west. This large number of outlets, many of which are trying to serve and satisfy the 
same market segments, results in fierce competition and better values for shoppers. 
 
To enter retailing is easy; to fail is even easier! To survive in retailing, a firm must do a 
satisfactory job in its primary role - catering to consumers. Rama Subramanian the former 
head - retail segment Spensors described a successful retailer as a "merchant who sells goods 
that won't come back to customers who will". Of course, a retail firm also must fulfill its 
other role - serving producers and Wholesalers. This dual role is both the justification for 
retailing and the key to success in retailing. 
 
1.3 Selection of Retailing and Distribution channels     
 
It is in retailing that very drastic changes have occurred during the last two decades. Some 
institutions have disappeared whereas newer ones have been added. This process of deletion / 
addition still continues in newer forms. There are large-scale retailing shops together with very 
small units, both working simultaneously. They have from hawkers and peddlers, who have no 
permanent place, to well organized, settled retail shops like chain stores, departmental stores, etc. 
The institutions carrying on the retail business can be classified as under 
 
1.3.1 Major Types of Retail Channels 
 
Major Types of Retail Channels 
 
In store-Retailing    Non-Store Retailing    Franchising 
 
1. Department Stores    1. Direct Selling 
2. Supermarkets    2. Telemarketing 
3. Discount Houses    3. Online Retailing 
4. Chain Stores or    4. Automatic vending 
5. Multiple Shops    5. Direct Marketing. 
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Department Stores  
 
These are large scale retail stores selling under one roof and one control a Variety of goods 
divided into different departments, each of which specializes in an Individual merchandise. 
Converse is of the opinion that a department store is retail Shop handling several classes of 
goods including fast moving consumer goods, each Class being separated from others in 
management, accounting and location. It is viewed by Clarke as that type of retail institution 
which handles a wide verity of merchandise under one roof which the merchandise grouped 
into well-defined departments which is centrally controlled and which caters primarily to 
women shoppers. 
 
Thus a department store is a retailing business unit that handles a wide variety of shopping and 
specialty goods and is organized into separate departments for purposes of sales promotion, 
accounting control and store operation. Recent trends are to add departments for automotive, 
recreational and sports equipment, as well a services such as insurance, travel advice and income-
tax preparation. Department stores are distinctive in that they usually are oriented towards 
service. They are usually shopping centers. 
 
 
Classification of Department Stores 
 
These stores may be classified either according to ownership or income groups to which they 
appeal. 
 
a) On the basis of ownership these are: 
 

(i) The independent;  
(ii)  The ownership group; and 
(iii)  Chain department Stores. 

 
Independent stores are owned by a financial interest which does not own other similar stores  
 
Ownership group stores are those stores which were formerly dependent but now have been 
combined. 
 
Chain department stores are those stores which are centrally owned and operated. 
 
b) On the basis of income groups,  
 
These stores cater to the middle and high income groups. They usually handle good quality 
merchandise and offer maximum service to the customers. Other stores cater to the needs of 
the lower income group people. 
 
c)  Sometimes there is also to be found what are called leased department stores. 
 
Although it appears to most customers that all departments in a department store are owned 
and operated by the store that is not always the case. The operations of certain departments 
are sometimes turned over to leases and such departments are called leased departments. 
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Characteristic Features of Department Stores 
 
The chief features of these stores are:  
(i) These are integrated stores performing operations in addition to other retail stores such as 

wholesaling. 
(ii) Goods are divided into different classes with different locations and Management within 

the store itself. 
(iii) These stores are distinguished by the nature of goods they self and not by the varieties 

they keep for example, drug and variety stores carry a wide variety of goods. 
(iv) The store is a horizontally integrated institution. It brings together under one roof a range 

of merchandise offerings comparable to the combined offerings of many stores 
specializing in single or fewer merchandise lines. 

 
Location of Department Stores 
 
The success of a department store depends much on its location, availability of space, the area 
and community to be served and ability to attract customers are the important factors to be 
considered before establishing a store at a particular place. Special Consideration should be 
given to accommodation so as to allow every possible amusement facilities. Considerable 
space should also be allotted for show room displaying stores merchandise. 
 
Merits of Department Stores 
 
1.  Large department stores buy in large quantities and receive special concession or 

discount in their purchases. Many of them purchase direct form manufactures and 
hence, middleman's charges are eliminated. 

2.  Department stores are in a position to pay cash on all or most of their purchases and 
this gives them an additional advantage of picking up quality goods at cheaper rates 
and at the same time stocking the latest style and fads. 

3.  Customers can do all their purchases under one roof and it appeals to people of all 
walks of life. 

4.  The organization is too large to provide expert supervision of various departments for 
the adoption of a liberal credit and delivery service for large-scale advertising. 

5.  When customers enter the store to deal with one department they are frequently 
induced by the advertisement which the display of goods offers to make purchases in 
other departments as well. 

 
Limitations of Department Stores 
 
Department business organizations are not free from abuses. There are certain Specific 
limitations from which such institutions suffer such as: 
 
1.  The cost of doing business is very high due to heavy overhead expenses. 
2.  Because of their location in a central shopping area they are of not much advantage to the 

public because goods required at short notice are always purchased from the nearest 
traders. 

3.  There is lack of personal touch and personal supervision which is to be found in single 
line. 

4.  When hired diligence is substituted for the diligence of ownership, Loss and leaks are 
likely to occur. 
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5.  Many customers abuse the liberal services extended and take advantage of the policy of 
the 'customers is always right'. 

6.  The type of salesmanship found in many stores is very poor because of low payments and 
lack of supervision. 

 
 
Future of Department Stores 
 
Nothing definite can be predicted whether these department organizations will continue to carry 
on and will progress in face of overgrowing competition of chain stores, mail order business and 
other smaller independent dealers. Stores with overhead burdens which cannot be reduced may 
have to go, but the department stores as an institution are bound to go on with a future. The 
department store which is properly equipped in plant, stock and personnel to carry on a 
reasonable sales volume and then does a better job in giving values and services, then its 
competitors are entitled to, and will receive its business profit. Department Stores are now 
opening branches in many new areas and making concerted efforts to meet new competition. 
They have been modernized, redecorated and better services are being developed; and they are 
being converted to self-service. 
 
4. Super Markets: 
 
These are large, self service stores that carry a broad and complete line of food and non-food 
products. They have central check out facilities. Kotler defines supermarket as 'a 
departmentalized retail establishment having four basic department viz. self-service grocery, 
meat, produce and diary plus other household departments, and doing a maximum business. It 
may be entirely owner operated or have some of the departments leased on a concession basis.' 
 
Characteristic Features of Supermarkets 
 
Chief characteristic features of supermarkets include the following: 
 
i.  They are usually located in or near primary or secondary shopping areas but always in a 

place where parking facilities are available. 
ii.  They use mass displays of merchandise. 
iii.  They normally operate as cash and carry store. 
iv.  They make their appeal on the basis of low price, wide selection of merchandise, 

nationally advertised brands and convenient parking. 
v.  They operate largely on a self-service basis with a minimum number of customer 

services. 
 
Supermarkets came into existence during the depression in U.S.A. At that time they sold only 
food products, and their principal attraction was the low price of their merchandise. As super 
markets increased in number day by day they also expanded into other lines of merchandise. 
 
Advantages of supermarkets 
 
i. Super markets have the advantage of convenient shopping, permitting the buyer to 

purchase all his requirements at one place. 
ii. Super markets also stock a wide variety of items. 

iii. These markets can sell at low prices because of their limited service feature, combined 
with large buying power and the willingness to take low percent of profit margins. 

iv. Shopping time is considerably reduced. 
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Limitations of Supermarkets 
 
i.  The large and extensive area required for a super market is not available cheaply in 

important places. 
ii.  The products which require explanation for their proper use can not be dealt in through 

the super markets. 
iii.  Customer services are practically absent. 
iv.  Another limitation of the super market is the exorbitantly high administrative expenses. 
 
Discount Houses 
 
These are large stores, freely open to the public and advertising widely. They are self-service and 
general merchandising stores. They carry a wide assortment of products of well known brands, 
appliances, house wares, home furnishings, sporting goods, clothing, toy and automotive 
services. They complete on low price basis and operate on a relatively low mark-up and a 
minimum number of customer services. They range from small open showroom to catalogue type 
order offices to full line limited service, and promotional stores. They buy their merchandise 
stocks both from wholesale distributors and directly from manufacturers. 
 
Chain Stores or Multiple Shops 
 
A chain store system consists of four or more stores which carry the same kind of merchandise 
are centrally owned and managed and usually are supplied from one or more central warehouses. 
A chain store is one of the retail units in chain store system chains have been interpreted as a 
group of two or more reasonably similar stores in the same kind or field of business under one 
ownership and management, merchandised wholly or largely from central merchandising head 
quarters and supplied from the manufacturer or orders placed by the central buyers. In Europe, 
this system is called as Multiple Shops and the American call it as "Chain Stores". Under the 
multiple or chain shop arrangement, the main idea is to approach the customers and not to draw 
the customers as it as is practiced in the case of department store. In order to draw more 
customers, attempts are made to open a large number of shops in the same city at different places. 
 
In India apt example for this retail system are offered by 'Bata Shoes', 'Usha Sewing Machines' 
etc., such multiple shops have 'centralized buying with decentralized selling". Fundamentally, 
they specialize in one product but with all its varieties or models. 
 
Chief Features of Chain Stores 
 
The chief features of chain stores are: 
i.  One or more units may constitute a chain, 
ii.  They are centrally owned with some degree of centralized control of operation. 
iii.  They are horizontally 'integrated' that is, they operate multiple stores. With addition of 

each new store, the system extends the reach to another group of customers. 
iv. Many stores are also 'vertically integrated'. They maintain large distribution centers 

where they buy from producers do their own warehousing and then distribute their own 
stores. 
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Advantages of chain stores or multiple shops 
 
i.  Lower selling prices. This is mainly possible due to economy in buying operation. 
ii.  Economy and advertising. Common advertisements covering all the units are feasible and 

this reduces advertisement expenditure. 
iii.  Ability to spread risks. Unlike the department store the principle here is not to "lay all the 

eggs in one basket". By trail and error, a unit sustaining losses may be shifted to some 
other place or even dropped. 

iv.  There is flexibility in working. 
v.  Since it works only on cash basis, bad debts as well as detailed accounting processes are 

avoided. 
vi.  Central and costly locations are not essential. 
 
Limitations of chain stores or multiple shops 
 
i.  Lower price is a false claim. According to Stanton "Price Comparison is not possible, as 

such stores are handling only limited items". 
ii.  Inflexible in practice. Multiple shops deal in standardized products only which creates 

inflexibility in offering wide varieties. 
iii Personnel Problems. Being a large organization, it is always susceptible to problems 

associated with large scale business. 
iv.  Poor public image. Various consumer services such as credit facility, door delivery etc. 

are completely absent in chain store. The present day consumers prefer to have more 
services than quality in addition to desiring low prices. 

 
Non-Store Retailing 
 
A large majority - about - 80% - of retail transactions are made in stores. However, a growing 
volume of sales is taking place away from stores. Retailing activities resulting in transactions that 
occur away from a physical store are called non-store retailing. It is estimated that non-store sales 
account for almost 20% of total retail trade. Following are the five types of non store retailing: 
direct selling, tele marketing, online retailing, automatic vending and direct marketing. Each type 
may be used not just by retailers but by other types of organizations as well. 
 
Direct Selling 
 
In the context of retailing, direct selling is defined as personal contact between a sales person and 
a consumer away from a retail store. This type of retailing has also been called in home selling. 
Annual volume of direct selling in India is growing fast from the beginning of the 21st century. 
Like other forms of non-store retailing, direct selling is utilized in most countries. It is 
particularly widespread in Japan, which accounts for about 35% of the worldwide volume of 
direct selling. The U.S. represents almost 30% of the total and all other countries the rest. The 
two kinds of direct selling are door to door and party plan. There are many well known direct 
selling companies including Amway, Creative memories and Excel communications. Diverse 
products are marketed through direct selling. This channel is particularly well suited for products 
that require extensive demonstration. 
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Advantages of Direct Selling 
 
i.  Consumers have the opportunity to buy at home or at another convenient nonstore 

location that provides the opportunity for personal contact with a sales person. 
ii. For the seller, direct selling offers the boldest method of trying to persuade ultimate 

consumers to make a purchase. 
iii.  The seller takes the product to the shoppers home or work place and demonstrates them 

for the consumer. 
 
Limitations of Direct Selling 
 
i.  Sales commissions run as high as 40 to 50%of the retail price; of course, they are paid 

only when a sale is made. 
ii.  Recruiting sales people -most of whom are part timers are difficult tasks,  
iii  Some sales representatives use high pressure tactics or are fraudulent. 
 
Telemarketing 
 
Sometimes called telephone selling, telemarketing refers to a sales person initiating contact with 
a shopper and closing a sale over the telephone. Telemarketing many entail cold canvassing from 
the phone directory. Many products that can be bought without being seen are sold over the 
telephone. Examples are pest control devices, magazine subscriptions, credit cards and cub 
memberships. Telemarketing is not problem free. Often encountering hostile people on the other 
end of the line and experiencing many more rejections than closed sales, few telephone sales 
representatives last very long in the job. Further some telemarketers rely on questionable or 
unethical practices. For instance firms may place calls at almost any hour of the day or night. 
This tactic is criticized as violating consumers' right to privacy. To prevent this, some states have 
enacted rules to constrain telemarketers' activities. Despite these problems, telemarketing sales 
have increased in recent years. Fundamentally, some people appreciate the convenience of 
making a purchase by phone. Costs have been reduced by computers that automatically dial 
telephone number, even deliver a taped message and record information the buyer gives to 
complete the sale. The future of telemarketing is sure to be affected by the degree to which 
the problems above can be addressed and by the surge of online retailing. 
 
Online Retailing: 
 
When a firm uses its website to offer products for sale and then individuals or organizations 
use their computers to make purchases from this company, the parties have engaged in 
electronic transactions (also called on line selling or internet marketing). Many electronic 
transactions involve two businesses which focuses on sales by firms to ultimate consumers. 
Thus online retailing is one which consists of electronic transactions in which the purchaser 
is an ultimate consumer. Online retailing is being carried out only by a rapidly increasing 
number of new firms, such as Busy.com, Pets Mart and CD Now.com. Some websites feature 
broad assortments, especially those launched by general merchandise retailers such as Wal-
mart and Target. Some Internet only firms, notably Amazon.com are using various methods 
to broaden their offerings. Whatever their differences, e-retailers are likely to share an 
attribute. They are unprofitable or best, barely profitable. Of course, there are substantial 
costs in establishing an online operation. Aggressive efforts to attract shoppers and retain 
customers through extensive advertising and low prices are also expensive. The substantial 
losses racked by online enterprises used to be accepted, perhaps even encouraged by 
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investors and analysts. The rationale was that all available funds should be used to gain a 
foothold in this growing market. Despite these challenges, online retailing is expected to grow, 
rapidly and significantly for the foreseable future. Online sales represented about 1% of retail 
spending in 2005, but one research firm estimates that consumer purchases on the internet with 
triple by the year 2010. 
 
Which product categories are consumers most likely to buy on the Internet in the future? 
Consumers' shopping intentions in 2005 placed the following goods and services at the tope 
of the list: books, music and videos, computer hardware and software, travel and apparel. Of 
course, given that change on the Internet occurs, these categories soon may be surpassed by 
others - perhaps groceries, toys, health and beauty aids, auto parts or pet supplies. 
 
Automatic vending 
 
The sale of products through a machine with no personal contact between buyer and seller is 
called automatic vending. The appeal of automatic vending is convenient purchase. Products 
sold by automatic vending are usually well-known presold brands with a high rate of 
turnover. The large majority of automatic vending sales comes from the "4 C's”: cold drinks, 
coffee, candy and cigarettes. Vending machines can expand a firm's market by reaching 
customers where and when they cannot come to a store. Thus vending equipment is found 
almost everywhere, particularly in schools, work places and public facilities. Automatic 
vending has high operating costs because of the need to replenish inventories frequently. The 
machines also require maintenance and repairs. 
The outlook for automatic vending is uncertain. The difficulties mentioned above may hinder 
future growth. Further, occasional vending-related scams may scare some entrepreneurs 
away from this business. Vending innovations give reason for some optimism. Debit cards 
that can be used at vending machines are becoming more common. When this card is inserted 
into the machine, the purchase amount is deducted from the credit balance. Technological 
advances also allow operators to monitor vending machines from a distance, thereby 
reducing the number of out-of-stock or out-of-order machines. 
 
 
Direct Marketing 
 
There are no consumers on the exact nature of direct marketing. In effect, it comprises all 
types of non-store retailing other than direct selling, telemarketing, automatic vending and 
online retailing. In the context of retailing, it has been defined as direct marketing as using 
print or broadcast advertising to contact consumers who in turn, buy products without 
visiting a retail store. Direct marketers contact consumers through one or more of the 
following media: radio, TV, newspapers, magazines, catalogs and mailing (direct mail). 
Consumer order by telephone or mail. Direct marketers can be classified as either general - 
merchandise firms, which offer a variety of product lines, or specialty firms which carry - 
only one or two lines such as books or fresh fruit. Under the broad definition, the many forms 
of direct marketing include: 
 
• Direct mail - in which firms mail letters, brochures and even product samples to 

consumers, and ask them to purchase by mail or telephone. 
• Catalog retailing - in which companies mail catalogs to consumers or make them 

available at retail stores. 
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• Televised shopping - in which various categories of products are promoted on 
dedicated TV channels and through infomercials, which are TV commercials that run 
for 30 minutes or even longer on an entertainment channel. 

 
On the plus side, direct marketing provides shopping convenience. In addition, direct 
marketers enjoy comparatively low operating expenses because they do not have the 
overhead of physical stores. Direct marketing has drawbacks. Consumers must place orders 
without seeing or touching the actual merchandise. To off-set this, direct marketers must 
offer liberal return policies. Furthermore, catalogs and to some extent, direct mail pieces are 
costly and must be prepared long before they are issued. Price changes and new products can 
be announced only through supplementary catalogs or brochures. Direct marketing's future is 
difficult to forecast, given the rise of the Internet. The issue is whether or not firms relying on 
direct marketing can achieve and sustain a differential advantage in a growing competition 
with online enterprises. 
 
Franchising 
 
A franchising operation is legal contractual relationship between a franchiser (the company 
offering the franchise) and the franchisee (the individual who will own the business). The 
terms and conditions of the contract vary widely but usually the franchiser offers to maintain 
a continuing interest in the business of the franchisee in such areas as the site selection, 
location, management, training, financing, marketing, record-keeping and promotion. He also 
offers the use of a trade name; store motif standardized operating procedure and a prescribed 
territory. In return the franchisee agrees to operate under conditions set forth by the 
franchiser. 
 
For the manufacturers, the franchising is beneficial in these directions: 
 
i.  It allows them to conserve capital. 
ii.  The distribution system is established in the shortest possible time, 
iii. Marketing costs are lowest and 
iv Expenses of fixed overhead such as administrative expenses of the personnel of the 

company owned units are cut down substantially. 
 
Franchising exists in such products as soft drinks, automobiles and parts, business services, 
dry cleaning etc. 
 
The franchisee should also: 
 
i.  Make reference check from the financial institutions. 
ii.  Make inquiries about the product, its quality, appeal, exclusiveness, competitiveness 

and effectiveness in bringing in repeat customers. 
iii Have enough capital to buy the franchise,  
iv.  Be capable of taking supervision work. 
v.  Consult the professionals and seek their guidance in legal matters, 
vi.  Take risks and invest sufficient time. 
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1.4  Retail Management Decision Process 
 
RETAIL MANAGEMENT DECISION PROCESS 
 
The success of a small entrepreneurial retailer or a major retail corporation, in making these 
decisions, depends largely on how much it embraces the retailing concept. The RETAILING 
CONCEPT is a managerial orientation that focuses a retailer on determining its target 
market’s needs and satisfying those needs more effectively and efficiently than its 
competitors. 
 
The retailing concept emphasizes that high-performance retailers must be strong competitors. 
They can’t achieve high performance by simply satisfying customers’ needs. They must also 
keep a close watch to ensure that competitors don’t attract their customers. 
 
UNDERSTANDING THE WORLD OF RETAILING  
 
The first step in the retail management decision process is getting an understanding of the 
world of retailing. Retail managers need a good understanding of their environment, 
especially their customers and competition, before they can develop and implement effective 
strategies. 
The critical environmental factors in the world of retailing are: 

1. The macro environment 
2. The micro environment 

Ethical standards and legal and public policy are critical macroeconomic factors affecting 
retail decisions. Strategy development and implementation must be consistent with corporate 
values, legal opinions, and public policies. Federal, state, and local laws are enacted to ensure 
that business activities re consistent with society’s interests. These laws define unfair 
competitive practices related to suppliers and customers; regulate advertising, promotion, and 
pricing practices; and restrict store locations. 

Retailers rely on ethical standards to guide decision making when confronting questionable 
situations not covered by laws. Buyers may have to decide whether to accept a supplier’s 
offer of free tickets to a football game Some retailers have policies that outline correct 
behavior of employees in these situations, but in many situations people must rely on their 
own code of ethics.  

The introductory section on the world of retailing focuses on the retailer’s microenvironment 
– the retailer’s competitors and customers. 

COMPETITORS. At first glance, identifying competitors appears easy. A retailer’s primary 
competitors are those with the same format. This competition with the same type of retailers 
is called intra type competition. 

To appeal to a broader group of consumers and provide one-stop shopping, many retailers are 
increasing their variety of merchandise. By offering greater variety in one store, retailers can 
offer one-stop shopping to satisfy more of the needs of their target market. The offering of 
merchandise not typically associated with the store type is called scrambled merchandising. 
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Scrambled merchandising increases intertype competition – competition between retailers 
that sell similar merchandise using different formats. 

Increasing intertype competition has made it harder for retailers to identify and monitor their 
competition. In one sense, all retailers compete against each other for the dollars consumers 
spend buying goods and services. But the intensity of competition is greatest among retailers 
located close together with retail offerings that are viewed as very similar. 

• Since convenience of location is important in store choice, a store’s proximity 
to competitors is a critical factor in identifying competition. 

• Management’s point of competition also can differ, depending on the 
manager’s position within the retail firm. 

CUSTOMERS. Customer needs are continually changing at an ever increasing rate. 
Retailers need to respond to broad demography and lifestyle trends in our society. 

To develop and implement an effective strategy, retailers also need to know the information 
about why customers shop, how they select a store, and how they select among that store’s 
merchandise. 

DEVELOPING A RETAIL STRATEGY  

RETAIL STRATEGY – indicates how the firm plans to focus its resources to accomplish 
its objectives. It identifies: 

1. The target market toward which the retailer will direct its efforts; 
2. The nature of the merchandise and services the retailer will offer to satisfy needs of the 

target market; and 
3. How the retailer will build a long-term advantage over competitors. 

STRATEGIC DECISION AREAS 

• The key strategic decision areas involve determining a market strategy, financial 
strategy, location strategy, organizational structure and human resource strategy, and 
information systems strategy. When major environmental changes occur, the current 
strategy and the reasoning behind it are reexamined. The retailer then decides what, if 
any, strategy changes are needed to take advantage of new opportunities or avoid new 
threat in the environment. 

• The retailer’s market strategy must be consistent with the firm’s financial objectives. 
• A retailer’s organization design and human resource management strategy are 

intimately related to its market strategy. 
• Retail information and supply chain management systems will offer a significant 

opportunity for retailers to gain strategic advantage in the coming decade 
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Multi Channel Retiling 
 
Structure 
 
2.0  Retail Channels for Interacting with customers 
 2.0.1 Store Channel 
 2.0.2 Catalog channel 
 2.0.3 Internet channel 
 
2.1  Personalization  
 
2.2 Selling Merchandise 
 
2.3 Role of Brands 
 
2.4 Overcoming Limitation of earning formats 
 
2.5 Expanding Market Presence  
 
 
2.0 Retail Channels for Interacting with customers 
 
The emergence of multiple channels, especially the internet as a strong channel for shopping, 
has been a real empowerment for the customer today. The customer is option rich, time and 
attention poor and fully aware of the choices that he or she has access to in the market. Multi-
channel retailing helps deliver a superior shopping experience by synchronizing customer 
touch points and leveraging channel capabilities. The broad trends that we have been seeing 
in the industry that will have a positive impact on Multi channel retail are: 
 
•  Customers that use the online channel in addition to traditional store based retailing 

has grown by 20-30% year over year 
• Internet influenced offline spending has grown significantly over the past few years 
•  Cross-channel customers are younger and wealthier 
•  Customers spend more at the store (about $150) when buying a product after 

performing their research online; increasing the retailer’s share of the customer wallet 

Multi channel shoppers, defined as those who browse or purchase through more than one 
channel (retail store, catalog, Internet), reported using all three channels in symbiosis for 
browsing and purchasing over the holiday season. Consumers cited price, selection and 
convenience of catalogs; the speed and the 24-hour availability of the Internet; and the ability 
to see and sample products at retail stores, as reasons for purchasing through respective 
channels. It is still the retail channel, however, that dominated holiday purchasing for the 
multi channel consumer.  

Nearly two-thirds of multi channel shoppers browse in one channel but buy in another, 
Double Click found. In general, women tend to browse in one channel and purchases in 
another more often than men. Forty-six percent of women and 43 percent of men browsed on 
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the Internet and purchased at retail stores. Whereas, 37 percent of women and 28 percent of 
men browsed through catalogs and purchased at retail stores.  

There appears to be a natural connection between catalogs and online purchases. Half of 
those that browsed in a catalog and purchased online (53 percent of women and 38 percent of 
men) used a product code from the catalog online.  

Not surprisingly, consumers are still unwilling in many cases to buy big-ticket items online. 
Music, movies and books were purchased online, but consumers were more than happy to 
browse for big-ticket items online without buying online. Forty-five percent of consumers 
preferred to browse on the Internet for home electronics and computer software/hardware in 
particular.  

"Results from this data demonstrate the need for marketers to have tools in place in order to 
better measure how one channel is driving sales to another channel," said David Rosenblatt, 
President, Double Click. "Consumers will continue to browse in one channel and purchase in 
another, reflecting their goal to find the best selection, service and pricing. Tracking these 
results by channel represents an enormous opportunity for marketers if they align their 
promotional dollars with this trend."  

 
2.0.1 Store Channel 
 
Store-Based Sellers – By far the predominant method consumers use to obtain products is to 
acquire these by physically visiting retail outlets (a.k.a. brick-and-mortar).  Store outlets can 
be further divided into several categories.  One key characteristic that distinguishes 
categories is whether retail outlets are physically connected to one or more others stores:  
 

 Stand-Alone – These are retail outlets that do not have other retail outlets 
connected.  

 Strip-Shopping Center – A retail arrangement with two or more outlets 
physically connected or that share physical resources (e.g., share parking lot).  

 Shopping Area – A local center of retail operations containing many retail 
outlets that may or may not be physically connected but are in close proximity 
to each other such as a city shopping district.  
Regional Shopping Mall – Consists of a large self-contained shopping area 
with many connected outlets 

 

2.0.2 Catalog Channel  
 
This Business Scenario Map is designed for the consumer products/retail industry. It shows 
you how three parties - a service partner, a catalogue retailer, and a customer - use the 
business Internet to sell goods in the Catalog Retailing environment. The map illustrates the 
benefits of collaboration. The result is a streamlined purchasing process which saves time 
and money. 
  
This Business Scenario Map addresses the challenge of selling goods through the Internet in 
the Catalog Retailing environment. The collaboration occurs between the catalog retailer and 
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a service partner, and covers the business processes and the flow of information between the 
two parties and the consumer. 
 
The consumer selects the goods he/she wants to purchase from an online catalog. This 
catalog may be hosted either on the SAP Marketplace or on the retailer's Web site. Once the 
order is complete, the customer confirms it and notes the order number. The order is then 
transferred to the retailer's SAP System, the necessary materials are reserved, the internal 
order is triggered, and the goods are sent off and delivered by a service partner. Using the 
confirmed order number, the customer can check the status of the shipment at any time on 
the Internet. 
 
Once the goods have been shipped and the customer has received them, the goods receipt is 
confirmed and based on this, billing then takes place 
 

Catalogs at the Vanguard of Multi-channel Retailing 
 
Malls, the Internet and rising postal rates haven't killed off printed catalogs. In fact, many 
store-based and Web retailers send printed catalogs to expand their business. 
According to the 2006 The State of the Catalog/Interactive Industry, produced by the Direct 
Marketing Association, seventy eight percent of respondents believe that a better ROI is 
yielded when a multi-channel approach is incorporated into their direct marketing campaigns. 
Catalogers continue to mail more efficiently, sending out mailings at an average rate of once-
per-month.  
 
 
Catalog Showrooms:  
Retailers that offer high-turnover, brand name products at discount prices. Customers usually 
order from a Catalog in the showroom where the product is only displayed, then pick up the 
goods at a designated location. Ikea has pioneered the Catalog showroom concept around the 
world. 
 
Catalog Retailing and Direct Mail Retailing:  
A venue for selling merchandise to consumers using catalogs and other types of direct mail.  
It allows for the international expansion of retailers, but must be adapted to local market 
needs and practices. There are many obstacles to Catalog Retailingin developing countries: 
deficient telephone service, unreliable mail service, and low income, among others. 
 
How to Succeed in Catalog Retail 
Professionals who understand mass customization -- the ability to customize marketing, 
delivery and services to meet the needs and desires of masses of individual customers -- and 
who can execute full-scale programs successfully in this new milieu will have the most 
attractive resumes. People with skills and interest in both marketing and data processing 
should find excellent career opportunities in catalogs and other types of direct marketing. 
 
The Future 
According to Hodgson, catalogs will continue to be the foundation of successful direct 
marketers for years to come. Even dotcoms and traditional store-based retailers may be 
mailing print catalogs in this era of multi-channel retailing. It's an increasingly complicated 
day and age, but it's still the catalog age. 
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2.0.3 Internet Channel  
 
When a firm uses its website to offer products for sale and then individuals or organisations 
use their computers to make purchases from this company, the parties have engaged in 
electronic transactions (also called on line selling or internet marketing). Many electronic 
transactions involve two businesses which focuses on sales by firms to ultimate consumers. 
Thus online retailing is one which consists of electronic transactions in which the purchaser 
is an ultimate consumer. Online retailing is being carried out only by a rapidly increasing 
number of new firms, such as Busy.com, Pets Mart and CD Now.com. Some websites feature 
broad assortments, especially those launched by general merchandise retailers such as Wai-
mart and Target. Some Internet only firms, notably Amazon.com are using various methods 
to broaden their offerings. Whatever their differences, e-retailers are likely to share an 
attribute. They are unprofitable or best, barely profitable. Of course, there are substantial 
costs in establishing an online operation. Aggressive efforts to attract shoppers and retain 
customers through extensive advertising and low prices are also expensive. The substantial 
losses racked by online enterprises used to be accepted, perhaps even encouraged by 
investors and analysts. The rationale was that all available funds should be used to gain a 
foothold in this growingmarket. Despite these challenges, online retailing is expected to 
grow, rapidly and significantly for the foreseable future. Online sales represented about 1% 
of retail spending in 2005, but one research firm estimates that consumer purchases on the 
Internet with triple by the year 2010. Which product categories are consumers most likely to 
buy on the Internet in the future? Consumers' shopping intentions in 2005 placed the 
following goods and services at the tope of the list: books, music and videos, computer 
hardware and software, travel and apparel. Of course, given that change on the Internet 
occurs, these categories soon may be surpassed by others - perhaps groceries, toys, health 
and beauty aids, auto parts or pet supplies. 
 
Few Examples 

Video showcase delivers product viewings for computer retailer  
 

 
Misco says an Acer notebook PC became its most viewed product when it was featured in the 
firm's new video showcase 
 

Argos breaks record with post-Xmas customer reviews campaign 
 

 
The retailer is getting everything right when it comes to customer reviews and ratings. 
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2.1   Personalization 
 
As personalization evolves as a multi-channel technique  
 
Of all the excesses and unrealized promises of the early dot-com days, one that stands out is 
personalization technology. Its promise of the mid- to late-`90s suited the Internet euphoria 
of the day--that the ubiquitous nature of the web combined with reactive technology would 
produce a form of one-to-one retailing that would keep customers coming back for more 
through customized marketing and merchandising.  

But promising too much too fast, before retailers truly had the infrastructure, the capital or 
the expertise to carry it through, personalization landed in the equivalent of the desktop trash 
can. "The role of the web in helping customers got a black eye with personalization’s unmet 
expectations years ago," says Sam Taylor, senior vice president of online stores and 
marketing for Best Buy Co. Inc. 

But as technology and business expertise have grown, Taylor and other e-commerce experts 
are seeing personalization in a new light. " personalization is back to being a successful tool 
in the online space," says Jay Shaffer, general manager of gifting services at Wine.com, 
where a new personalization strategy helped uncork gift-giving as the source for 70% of sales 
in the fourth quarter of 2004. 

Rather than lost in a trash bin, experts say, personalization has been lingering in a recycle 
bin, now re-emerging as a tool that will not only improve retail e-commerce, but change the 
face of retailing itself.  

"The whole paradigm of how the web works will change," says Dave Towers, vice president 
of e-commerce at apparel company Liz Claiborne Inc. Instead of the web offering a 
personalized experience in a simple reaction to how someone shops, he adds, it will become 
more proactive through personalization that extends through multiple pieces of technology as 
well as through multiple selling channels. "The whole notion of the Internet being just 
reactive will change to proactive and flip retail 100%," Towers says. 

Retailers have little choice but to get on with the new age of personalization, Taylor warns. 
"Customers want us to know who they are and recommend products," he says.  

Adds Towers: "The real win we’re striving for is to have customers think of us as the source 
for solving their shopping problems and as their preferred if not only source. That’s the end 
game we’re looking for." 

But no one is saying that reaching that point will be easy. 

48% of retailers place personalization high on their list of technologies they’ll concentrate on 
this year, making it the third most-frequently cited category, according to a study released 
this year by consultants Bearing Point Inc. and the National Retail Federation, "Horizons: 
Benchmarks for 2004, Forecasts for 2005." 

But the same study found that personalization still frustrates retailers, who placed it among 
their lowest capabilities, scoring it 2.4 on a scale of 1 to 5. 
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Nonetheless, many retailers say they are encouraged by the new promises of personalization 
even if they haven’t figured how, or to what degree of sophistication, they’ll implement it.  

" personalization is a huge opportunity for us," says Jared Tanner, director of e-commerce 
and online services for Golf smith International Holdings Inc., a multi-channel retailer with 
more than 45 stores which recently began to build up its web channel.  

Although personalization technology itself is becoming more useful as retailers increase their 
expertise in using it, retailers need to start out with clear goals, experts say. "For some 
companies, personalization didn’t take off early on because people weren’t sure how they 
wanted to use it," says Scott Todaro, director of retail industry and product marketing at 
personalization technology company Art Technology Group. "Now in many second-
generation rollouts, they do it right, with a greater consensus. You need to create a strategy, 
think about what you want as the end game of personalization --to increase customer loyalty, 
increase sales or lower customer service costs." 

Even in a multi-channel organization, the web plays the central role in personalization. "In a 
multi-channel environment, the web team needs to be the ringleader to manage, on an 
ongoing basis, those business rules in coordination with merchandising," says Matt Corey, 
vice president of marketing for Golfsmith.  

Definitions: 

The first chore of the marketer is to decide which personalization method is best to meet a 
company`s goals, there is no one-size-fits-all strategy, experts say. "If you ask 10 people to 
define personalization you’ll get 10 answers," says Ruud Van Hilton, global director of 
business consulting services for Broad Vision Inc., one of the pioneers in personalization 
technology. That’s not necessarily bad, he adds, because retailers need to create an approach 
that is right for them. "It’s what personalization is all about--different ways to make it easier 
for customers to do business with you," Van Hilton says. 

Best Buy, for example, is taking a multi-channel approach to personalization by exploring 
multiple merchandising strategies in 67 stores, each of which focuses on two of five 
customer segments: suburban mom, family man on a budget, higher-income male, early 
adopter of technology products and small business owner. Lessons learned in how to market 
to these segments will help in devising ways to offer more personalized shopping online, 
Taylor says, adding that the web will support a long-term customer segmentation strategy. 

At Golfsmith, which recently re-launched Golfsmith.com, personalization presents a great 
way to determine which of its many varieties of golfing equipment online customers are 
likely to buy, Tanner says.  

But before diving into what Tanner and others call "black box" personalization --or 
technology that relies on cookies and complex mathematical formulas to record, analyze and 
predict consumer behavior--Golfsmith will start out with a simpler version of 
personalization, relying on consumer surveys to find out what shoppers want to see in e-mail 
marketing messages and on web pages. 

"Golfers play one type of ball but not another, one type of club but not another, and they’re 
either right-handed or left-handed," Tanner says. "Instead of guessing what somebody might 
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like based on their and other customers` shopping experience, I’d like to ask them what they 
want by inviting them to build their own profile." 

The Right Approach 

personalization technology itself takes up to five forms, and retailers need to decide how 
many of them they need for targeting and serving customers, experts say. "There are a lot of 
different ways you can go with personalization, it depends on what you have in your arsenal 
and what you want to get accomplished," says Adam Sarner, analyst with research and 
consulting company Gartner Inc. 

He lists five basic methods of personalization, covering a mixture of marketing and 
merchandising strategies: 

Rules-based, where a retailer uses a personalization software application from a company 
like Broad Vision, ATG, E.piphany Inc. or Blue Martini Software Inc. in which particular 
online shopping actions trigger follow-up personalized e-mails that lure customers back to a 
web page configured to their interests; 

Collaborative filtering, a technique mastered by Amazon.com, which presents cross-selling 
opportunities in real-time as customers reveal their interests online; 

Statistical modeling, considered a more sophisticated "black-box" method of personalization 
from companies like Touch Clarity Ltd. that use algorithms to figure what consumers with 
particular shopping histories will like to see in merchandising displays and marketing 
messages; 

State-based personalization, which is designed to respond to changes in a customer’s 
personal state of shopping behavior. If a regular customer suddenly stops returning to a 
favorite web site, for instance, that could trigger an e-mail message with a discount that links 
to a web page populated with merchandise the customer has been known to favor; 

Configuration options, such as virtual modeling or web pages that allow a shopper to self-
configure a personal computer.  

Prices for personalization systems vary widely, especially if they’re implemented as part of 
new complete e-commerce system. A software package, for instance, can range from 
$500,000 to millions of dollars, ATG says. 

One thing at a time 

"One personalization technique doesn’t necessarily work best in all situations," Sarner says. 
If a retailer isn’t sure where to begin, he adds, it needs to first determine who its customers 
are and what they’re looking for. "The mistakes made in the past with personalization 
occurred when retailers tried to do too many things at once--cost savings, bringing new 
people to a site, cross-selling," he says. 

A pure-play online retailer offering a broad range of merchandise, he adds, may benefit most 
from collaborative filtering to encourage shoppers to add a variety of products to their 
shopping carts.  
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But a multi-channel retailer that wants to focus on a strategy of pushing its highest-margin 
products to its highest-value customers, he adds, might do best with a statistical modeling 
version of personalization. "Statistical modeling helps the retailer to decide where to put its 
resources to target segmented customer models," Sarner says. 

personalization strategies are beginning to overlap with efforts to use web analytics and 
marketing optimization tools that monitor online shopping behavior and provide reports on 
customer preferences.  

"personalization and marketing optimization are blurring together," says Todaro of ATG, one 
of the pioneers in personalization technology. "Today, you really can’t have a successful 
marketing program without tools that segment what you deliver." 

Faster buying 

Wine.com, for instance, uses web analytics from Omniture Inc. to identify customer 
preferences for particular merchandising offers, a strategy that helps it tailor merchandising 
and marketing campaigns for the many segments of wine and gift customers, Shaffer says.  

Wine.com must sort through customer preferences for its more than 10,000 products, 
including gift baskets that can also be affected by state laws that restrict out-of-state shipment 
of wine. By using web site cookies that record a customer’s home state as well as buying 
preferences, it can tailor follow-up e-mails to visitors, offering promotions that induce them 
to click to web pages configured to their interests. "As long as a cookie shows that, for 
instance, you’re a customer that buys only $15 bottles of wine, I can serve up a shopping 
experience personalized to your interests," he says. "The sooner I can get you looking at 
what’s relevant to you, the sooner I can get you to close the deal." 

Effective personalization experts say, requires a broad stretch beyond just using web site 
cookies to track a shopper’s web site traffic in order to respond in subsequent visits with a 
web page adorned with a personal greeting and displays of items related to past online 
shopping visits. Getting maximum mileage out of personalization, they add, requires 
combining shopping behavior with a shopper’s personal data in a CRM application and with 
the shopping behavior in all the retailer’s channels of customers who have shown similar 
preferences. 

"Early personalization received a black eye because retailers didn’t integrate merchandise 
displays, and personalization was more around individual touch points, the web site or call 
center," says Tom Johnson, managing director in the CRM solutions practice at Bearing 
Point. "The next step of personalization is to take the experience end to end." That means 
gathering customer shopping interests as expressed in each of a retailer’s selling channels, 
then responding in each channel with merchandise displays and marketing pitches that 
recognize a shopper’s interests by brand and groups of products, he and others say. 

Don’t forget the rules 

In addition, effective personalization requires retailers to apply, on top of information on 
consumer shopping behavior and demographics, business rules that support their retailing 
goals--pushing high-margin products to consumers most likely to buy them, for example, or 
pushing sales of certain products in a way that will smooth out levels of inventory. 
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Effective personalization also requires merchandise and marketing expertise as well as 
personalization technology, which must be supported by adequate levels of data storage and 
analysis capabilities, experts say. With all that underlying support, they add, a 
personalization strategy can be designed to reach consumers in more effective ways than 
simply greeting them by name on a slightly personalized web page. "Retailers are just now 
beginning to combine a customer’s personal information and shopping history, affinity across 
products, and retail business rules, helping them to better understand customers and motivate 
them to buy," says Craig Stevenson, IBM’s worldwide marketing manager for Web Sphere 
Commerce B2C and multi-channel retailing solutions.  

Instead of just personalizing the content on the web pages of a shopping visit based on a 
shopper’s online activity, a state-of-the-art personalization program would present 
coordinated merchandising displays that offer multiple products tied to segmented interests 
indicated by the customer’s shopping behavior, Johnson says. By pitching to a consumer’s 
community of interests, organized by a favorite apparel brand or a passion like cars or home 
improvement projects, a retailer can use personalization to broaden a range of merchandise 
offers. "personalization can say, here’s where you go if you’re doing something with your 
car, with your house, with back-to-school, with a wedding," Johnson says. 

Adds ATG Todaro: "If you know a customer is an avid skier, you can push skiing conditions 
to them through pop-ups, banner ads or through a concept we call slotting, or dynamically 
changing real estate in a part of a web page. We can rotate any content into that slot, and 
change pages dynamically as the customer goes through a site. 

2.2 Selling Merchandise  
 
Selling-Merchandise: 
1. Prominently display your Merchandise at a table in a high traffic area at your gigs. 

Close to the entrance or exit is often good. Or maybe even on the way to the 
restrooms.  

2. Proudly mention from the stage that you have quality Custom-printed T-Shirts, 
Custom Hooded Sweatshirts, Custom Trucker Caps, or Custom Skull Caps for sale at 
the t table by the entrance.  

3. Keep prices reasonable -- and be sure to list them clearly.  
4. Sell a range of Merchandise: The more options you offer, the more customers you'll 

appeal to.  
5. Offer bundles: e.g. If you sell a CD for $12 and a shirt for $15, sell both for $25 (a $2 

savings).  
6. People love getting stuff for free. Offer something free with purchase – e.g. a poster, 

sticker, or maybe a copy of an old CD whose sales have cooled off.  
7. Accept credit cards. When you buy a CD package from Disc Makers, you get a 

coupon for free CD Baby membership -- and they have an excellent program which 
allows you to get your very own credit card swipe, which you can take to your gigs 
and which will help you sell a LOT more Merchandise  

8. The more gigs you play, the more Merchandise you’ll sell. Just make sure you remind 
your audience that you have Merchandise to sell. 
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2.3 Role of Brands  

In a world of information overload, product over choice and acute time-poomess, product 
and retail brands can be powerful marketing and messaging tools, if trusted by consumers. 
This is due to the ability of successful brands to communicate a large amount of information 
in a short amount of time. But brands have to work harder than ever to stay ahead in the 
game - consumers keep upping their expectations.  

Simply put, consumers no longer play the game of trade-off - accepting lower quality for 
lower price, for example, or tolerating inconvenience for wide selection. Instead, more 
consumers are demanding more attributes in making purchasing decisions. They want it all, 
and they want it now.  

Clothes buyers want comfort and fashion. Home buyers want old-fashioned style and grace 
and modem conveniences like electronic media centers. Computer buyers want more 
capabilities and simplicity and low price. Furniture buyers want good design and utility and 
easy upkeep.  

According to recent research of new car shoppers by Roper Starch Worldwide, virtually all 
buying-decision factors (warranty/guarantee, easy maintenance, etc.) increased in the share 
of consumers citing them as among the "most important." Only one factor declined among 
consumers as a "most important" consideration: whether the car was made in the USA.  

What underpins this revolution of rising consumer expectations? Many factors, but at the top 
of the list is that consumers are smarter, savvier and better informed. Over half of adult 
Americans have attended college, and more to the point, more consumers are aware of 
marketplace workings. Add in the fundamental, long-term trends of increasing self-reliance 
and technological competence, and you have a consumer universe that is much more 
demanding, much less forgiving.  

In summary, brands are still desired, but it's no longer enough to be a well-known, respected, 
trusted brand name. Quality, price and consistency are givens - expected as conditions of 
marketplace entry. To move consumers up the loyalty ladder to brand enthusiasm, more must 
be delivered, including relevance and differentiation. Companies are realizing it isn't just 
about selling products and services - it's about selling themselves and establishing 
customized relationships.  

A successful brand differentiates itself from its competition either in quality, price or 
uniqueness. 
 
Brands can be positioned in their market in three single ways, which should never be mixed 
among each other. 

1. The Differentiator: 

Differentiates itself from its competition though quality, functionality, availability, 
and/or design. The consumer’s decision to purchase this type of product is justified by 
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a higher perceived value for one or more of these factors, leading to the effect that a 
higher price is accepted.  

2. The Cost Leader: 

Differentiates itself from its competition through a lower price and its obvious 
belonging in a low budget category. The consumer is aware of the abundance of one 
or more of the Differentiator’s values. 

3. The Niche Product: 

Has no perceived competition in its market and can theoretically be priced very high, 
targeting mainly Innovators and Early Adopters. Once its patent, thus its singularity, 
has elapsed, the Niche Product has to re-position itself if it wants to remain 
competitive.  

• Example: look at credit cards. Every bank or institute has differently positioned 
cards, distinguished by their design. The product line of American Express starts with 
the Blue Card and ends with the black Centurion Card. The first one is free, but you 
can’t expect premium treatment or a high limit. The Centurion Card, on the other 
hand, isn’t free, but it comes with various benefits, insurances and club memberships.  

 
 
 
 
 
 
 
 
 
 
 
 
 
2.4 Overcoming limitations of an earning format  
 
Discounts and allowances are reductions to a basic price of goods or services. They can 
occur anywhere in the distribution channel, modifying either the manufacturer's list price 
(determined by the manufacturer and often printed on the package), the retail price (set by the 
retailer and often attached to the product with a sticker), or the list price (which is quoted to a 
potential buyer, usually in written form). The market price (also called effective price) is the 
amount actually paid. The purpose of discounts is to increase short-term sales, move out-of-
date stock, reward valuable customers, and encourage distribution channel members to 
perform a function, or otherwise reward behaviors that benefit the discount issuer. Some 
discounts and allowances are forms of sales promotion. 
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2.5 Expanding Market Presence  
 
What is a Market Presence? 
 
To survive and prosper, a small company must establish a marketing presence based upon a 
sustainable competitive advantage.  Let's begin to explore this principle (which makes it 
easy for people to buy from you) by first defining some terms:  
 
Marketing presence is the message your organization communicates to its prospect and 
customer base.  To be effective, the message should be clear and simple -- and contain the 
key attributes you want associated with your business.  
 
Competitive advantage is the sum of those attributes that differentiate your business from its 
competitors. This is your core competence. You develop, build and enhance it through a clear 
understanding of your customers' wants and needs. You implement it through a strategic plan 
(a directional compass) that can help you quickly adapt to changes in their wants and needs.  
Sustainable means to keep in existence, to maintain and affirm the validity of, to support the 
spirit, vitality and resolution of, to encourage, enduring and withstanding. Only through your 
continuous understanding of what makes your business competitive can your business 
survive and prosper. GE's former CEO, Jack Welch, once said, "If you don't have a 
competitive advantage, don't compete."  
 
Since it takes two -- a buyer and a seller -- to make a sale, the reason for establishing a viable 
marketing presence is for your business to be on the prospective buyer's "short list" when the 
buyer is ready to buy. You want to be sure that your company is among those being 
evaluated when the prospect's need arises.  
 
When you think about your competitive advantage, consider that in your prospect's mind 
your company "fits" into some category.  For example, you are either a "low-cost" or "value-
added" supplier. A low-cost supplier is categorized as one who consistently provides a lower 
cost with acceptable quality. A value-added supplier provides a differentiated product or 
service that contains substantial attributes which command a premium price.  
 
Likewise, you are either a "generalist" or a "specialist". A generalist is categorized as having 
a broad scope -- serving all types of customers in an industry or geographical area, offering a 
broad range of products or services.  A specialist focuses on specific products or services and 
dedicates all efforts to that one niche or market segment.  
 
The key element in your thinking should be to make a difference. You must take the risk to 
create a recognizable choice from your rival companies.  Your worst error here would be to 
imitate rival companies or being all things to all people.  
 
As you think strategically about establishing your market presence, consider this process:  
 
Conceptualize your strategy -- this is pure and analytical.  
 
Engineer general agreement to the strategy -- here you are muddling over the practicality 
of what you want to do and sharing your ideas with others and getting their input.  You might 
also seek the help of a business coach during this period. 
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Prepare a mission statement and business plan -- to discover and clarify what business 
you are in and how you plan to approach it.  
 
Communicate the statement and plan -- both internally and externally.  
 
Live the plan -- if all the steps feel right, start to implement the plan -- but with the full 
expectation, knowledge and intent that you will continuously adjust and adapt it to market 
changes.  
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 Management of Services  
 
Structure 
 
3.0 Health Care Services  
 
3.1  Strategic advantage through customer Service 
 3.1.1 Customer service Strategies 
 3.1.2 Customer service at IKEA 
 3.1.3 Customer evaluations of service quality 
 3.1.4 Role of Expectation 
 3.1.5 Perceived service 
 3.1.6 Knowing what customers want; The Knowledge gap  
 
 
3.0 Retailers Provides Health Care Services 
 
These are promising developments, but not all the pieces that make up a true retail market 
have fallen into place — and those missing pieces represent real opportunity. Drawing on 
experience and the insights gained from a 2006 Booz Allen Hamilton study of 3,000 
consumers and 600 physicians, we are starting to see which factors will enable the system to 
work well. (See Exhibit 1.) To make competition and innovation among payers and suppliers 
possible, the system will require the following: consumers who live healthy lives and plan for 
their future health-care needs; a fundamentally restructured supply side that provides 
consumers all the information they need to make wise choices and is quick to respond to 
changing consumer demands; and new kinds of intermediaries (perhaps the payers of today, 
perhaps not) to help align the supply and demand sides and help consumers navigate the 
complex system. All this requires an environment, both regulatory and technological, that 
encourages innovation and competition. There is tremendous potential for those players who 
empower consumers in this arrangement, with information, tools, and services that help them 
take control of their health care immediately and in the future. None of the three — 
consumers, payers, or suppliers — can drive the changes alone. As with any other market, 
the system won’t function unless all the elements are moving in harmony.  
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The goals of this retail revolution are to improve health and health care and to transform an 
annually evaporating asset — traditional health insurance — into a lifelong benefit with real 
wealth-building potential for consumers over and above any near-term risk management 
features. New approaches and mechanisms for payment have already emerged, but enormous 
gaps still exist between the supply and demand sides. Those gaps are where the opportunity 
lies for players who can bring to market new products and services that align the two sides. 
The consumer-centric offerings already appearing and those that have yet to emerge are more 
than cost-cutting tools or cynical antidotes to forced-choice HMOs. They’re probably the last 
chance for a largely private health-care system in the country.  

Consumer-Centrism  

Consumerism is not a new phenomenon in the $2 trillion U.S. health-care sector. We’ve seen 
elements of it, such as direct-to-consumer drug advertising and independent health 
information sources like WebMD, emerging for more than 20 years. In the last couple of 
years, however, innovations like CDHPs, tiered drug benefits, and restricted insurance 
coverage have begun to take hold and are accelerating the retail shift. More than 13 million 
people, or 7 percent of the population covered by private insurance, are now insured by 
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CDHPs, and the number has been doubling annually since 2004. At that rate, CDHPs in the 
U.S. will reach the tipping point — generally defined as 15 percent penetration — within the 
next year or two; once that happens, we’ll see the entire market, including doctors, hospitals, 
drug companies, or device makers, respond with a more consumer-centric approach, or be 
left behind.  

Informed Decision Making. 

Much of what is needed on the demand side is in place today or likely to emerge in the near 
term. CDHP enrollees offer an early glimpse of subtle changes in consumer attitudes in a 
retail market. Our study shows that CDHP enrollees are more likely to be aware of price and 
quality differences in products and services and more likely to have seen information and 
shop around; they’re more likely to ask for prices up front, more likely to negotiate prices, 
and more willing to trade convenience for lower prices. They’re also more likely to segment 
health offerings: For those products or services viewed as commodities, they will pick lower-
cost alternatives, choosing, for example, generics over branded prescription drugs. They are 
more likely to plan ahead when making health-care decisions and to invest dollars now to 
prevent problems later.  

 
3.1 Strategic advantage through customer service 
 

Strategic advantage through customer service 

Customer service is not always crucial to the success of an organization. Its importance is 
determined primarily by supply & demand. If there are few suppliers and many consumers, 
suppliers can dictate the terms of the relationship and customers may have no choice but to 
accept them. 

Most organizations, however, are not so lucky. Competition has exploded the cozy castles of 
all but a few protected markets, and will continue to undermine those as well. 

Where competition flourishes, customer service is essential to an organization's long-term 
viability. It must be central to its strategy. A company can outperform rivals only if it can 
establish a difference that it can preserve. Customer service is such a difference. 

 
Few companies are able to excel at customer service, because it is very difficult to control. 
Left to itself, the level of service may vary greatly between two servers in the same 
restaurant. One salesperson may offer great service to one customer, and then aggravate the 
very next person in line. The difficulty is compounded when you have a multi-unit operation. 
In addition to variability within units, you also have variability among units.  
 
That is both the challenge and the opportunity. The consistent delivery of superior service 
requires the careful design and execution of a whole system of activities that includes people, 
capital, technology, and processes. The few companies that can manage this system do stand 
out, and are sought out. This is the foundation of what Michael Porter calls their sustainable 
competitive advantage. 
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But although it does require an almost heroic effort to build and maintain such a system, it's 
not so hard to get it started. Service today is in such a sorry state that it doesn't take much to 
surprise most customers, and to make them want to come back for more. The trick is to get 
started before your competitors do, then to stay a few steps ahead. 
 
By doing so, you'll be doing your whole industry (or community, or strip mall) a favour. 
Unlike price competition, which tends to sink all players, competition on the basis of service 
is one of those tides that lift all boats. 
 
3.1.1 Customer Service Strategies  
Strategy #1: Stay in Touch  

Let your customers know you value their business by reaching out to them. Use newsletters, 
postcards, individual letters, or e-mails to deliver news about products, special promotions, 
and store events. (Allow customers to sign up for these missives in the store, and never send 
an e-mail without their express permission.) Send a thank-you note after a major purchase, 
inviting the customer to contact you with questions, feedback, or to discuss additional 
requests. Focus all these communications on letting customers know that you can solve their 
problems and meet their needs.  

Strategy #2: Make Great Service a Priority  

Excellent customer service requires training your staff and constantly reinforcing the 
message that customers come first. Start with the little things, such as a standard way of 
politely greeting people on the phone or asking that sales staff courteously greet anyone who 
enters the store.  

Strategy #3: Store Collective Wisdom  

One of the most important customer strategies is to set up a system for responding to 
customer inquiries or complaints. The last thing you want is for your employees to provide 
inaccurate information to your customers. Neither should they fail to provide a solution to a 
problem or quote policies that may not accurately address the situation.  

Your goal should be to resolve issues during the initial customer contact, or, when that's not 
possible, within one business day. Whenever necessary, make sure employees let customers 
know that they may need some time to locate the information. Do not leave customers 
hanging.  

With that in mind, staffers need to know exactly where to look for answers. While it's natural 
for new employees to rely on the wisdom of more experienced ones, you don't want all that 
wisdom to walk out the door when someone quits. Develop a "knowledge base"; that is, a 
store of information with answers to common questions, methods for solving problems, and 
standards for resolving disputes. Your knowledge base can be as simple as a notebook where 
staffers or the store manager jots notes; a searchable text file on a computer; or a database.  

Strategy #4: Empower Your Staff  

In some cases, where there is no policy -- and occasionally in cases where the policy needs to 
be flexed -- you need to empower certain people to make decisions, use good judgment, and 
bend the rules. Ask them to document these special cases; you can provide a pad of paper 
forms, let them enter information into the computer, or simply leave you a voice mail. 
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Depending on the size of your operation, you may want to designate one person per shift as 
chief problem-solver.  

Strategy #5: Know Your Customers  

Instituting a formal way of tracking your customer interactions will help you identify your 
best customers, as well as those who may not have frequented your business in a while. You 
can also see if someone has needed repairs or is due for servicing on a product.  

There are many software applications designed to do this, ranging from powerful -- and 
expensive -- "enterprise software" products to simple Web-based applications that cost less 
than $20 a month. As you gain new customers, you enter their contact information and notes 
about the transaction into the software. Later, you can sort this data or analyze it to uncover 
useful information.  

But you don't have to use a computer to track customers. A small shop could simply prepare 
an index card for each customer and file them alphabetically. If the customer returns, sales 
staff can pull the card from the file, review the history, and note the latest interaction.  

Strategy #6: Manage Customer Relationships  

Once you have some history on your customers, whether from written notes or via a 
database, you can identify your best customers and reward them. Perhaps you'll offer a 
special discount to frequent customers or make a follow-up call to those who have needed 
recent repair work.  

Use the information you've gathered about your customers to make customer service a 
science. Give them a quality experience and complete satisfaction, and they'll keep coming 
back for more. 

________________________________________________________________ 
3.1.2  Customer Service at IKEA 
 
 

 

IKEA services 
 
IKEA offer a full range of services to make your IKEA experience more complete:  

Office planning 
 
We give free tips and advice on how to furnish your workplace, both at home and at the 
office. We also have transport and assembly services available for a small fee.  
IKEA Business 
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Kitchen planning 
 
Try our easy-to-use kitchen planning tool. Find it online or visit the kitchen department in 
your IKEA store.  

Home furnishing advice 
 
If you want to make a big change in your home or just need to bounce ideas around, free, 
qualified, home furnishing advice is available. IKEA offers this service free of charge.  
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Delivery 
 
Same day, next day or same week deliveries may be available for products purchased in 
store. We deliver your new products and you can relax while we carry them in for you. 
Delivery will take a maximum 1-3 weeks from the day you’ve ordered the products. Unless 
you want it delivered at a later date, of course. Delivery and possible installation work will be 
co-ordinate so that you can start enjoying your new products as soon as possible. Should 
anything be missing or broken at delivery, just pick up the phone and call us. We will then 
send you the item as soon as possible.  

 

Assembly and installation 
 
Most IKEA products are designed to be assembled by the customer, but if you prefer, we can 
recommend an independent in-home assembly service. For a small fee, they'll put it all 
together. Contact your local store. Assembly Service is not available through IKEA Direct 
Home Shopping. 
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Gift card 
The IKEA gift card is easy to use as a pre-paid shopping card or gift certificate. It’s 
especially handy for holiday gift giving, back-to-college shopping, wedding, and house 
warming gifts. 
 

  
IKEA credit card 

 
A great way to shop at IKEA is to use the IKEA credit card.  
 
 
3.1.3 Customer evaluations of service quality 
 
Excellent service quality and high customer satisfaction is the key issue and challenge for 
today's service industry. Customer perception (satisfaction) and customer expectation 
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(importance) determines the service quality performance. Questionnaires help service 
providers to realize their service quality performance, and the weighted average of customer 
satisfaction and the associated variance are commonly used indices reflecting customer 
expectation and customer perception. To evaluate, effectively and efficiently, service quality 
performance, this paper aims to portray customer expectation and customer satisfaction by 
assuming that the evaluation scales for expectation and satisfaction are between 0 and 1. This 
paper defines a customer satisfaction index and a customer expectation index based on the 
two parameters of a beta distribution, and the unbiased estimators for these two indices are 
provided. A standardized Service Quality Performance Matrix helps managers realize the 
service quality performance for important service elements with respect to the locations of 
the satisfaction index and the expectation index on the Service Quality Performance Matrix 
to propose adequate service quality improvement plans and strategies. 
 
 
3.1.4 Role of Expectation 
 

 
 
 

Factors that Influence Customer Expectations of Service 

1. Factors that Influence Customer Expectations of Desired Service 

2. Factors that Influence Customer Expectations of Adequate Service 

3. Factors that Influence both Desired and Predicted Service Expectations 

Criteria to Evaluate a Service based on Customers’ Service Expectations 

1. Managing Customer Service Expectations 

 

 

Expected 
service 

Perceived 
service 

Customer Gap

The Customer Gap 
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2. Managing Promises 

3. Reliability 

4. Getting it Right the First Time 

5. Effective Communication 

 
3.1.5  Perceived Service 
 
 

 
 
3.1.6 Knowledge Gap 
 

 The Customer Gap 
 The Provider Gaps: 

 Gap 1 – not knowing what customers expect 
 Gap 2 – not having the right service designs and standards 
 Gap 3 – not delivering to service standards 
 Gap 4 – not matching performance to promises 

 Putting It All Together: Closing the Gaps  
 

 Introduce a framework, called the gaps model of service quality.  

 Provider Gap 1:  Not knowing what customers expect 

 Provider Gap 2:  Not selecting the right service designs and standards 

 Provider Gap 3:  Not delivering to service standards 

 Provider Gap 4:  Not matching performance to promises 

Customer   
Expectations 

Customer  
Perceptions 

  Key Factors Leading 
to the Customer Gap

 
 

Custome
r 

Gap 



 
 

44

 
 Demonstrate that the gaps model is a useful framework for understanding service 

quality in an organization. 
 

 Demonstrate that the most critical service quality gap to close is the customer gap, the 
difference between customer expectations and perceptions 

 Show that four gaps that occur in companies, which we call provider gaps, are 
responsible for the customer gap. 

 
 Identify the factors responsible for each of the four provider gaps. 
 Customer Gap: 

 difference between customer expectations and perceptions 
 

 Provider Gap 1 (The Knowledge Gap): 
 not knowing what customers expect 

 
 Provider Gap 2 (The Service Design & Standards Gap): 

 not having the right service designs and standards 
 

 Provider Gap 3 (The Service Performance Gap): 
 not delivering to service standards 

 
 Provider Gap 4 (The Communication Gap): 

 not matching performance to promises 
 
 
 

 

 Provider Gap 1:  Not knowing what customers expect 

 Provider Gap 2:  Not selecting the right service designs and standards 

 Provider Gap 3:  Not delivering to service standards 

 Provider Gap 4:  Not matching performance to promises 

Customer   
Expectations 

Customer  
Perceptions 

  Key Factors Leading 
to the Customer Gap

 
 

Customer 
Gap 
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Customer Expectations

Company Perceptions of 
Customer Expectations 

 Inadequate marketing research orientation 
Insufficient marketing research 
Research not focused on service quality 
Inadequate use of market research 

 Lack of upward communication 
Lack of interaction between management and customers 
Insufficient communication between contact employees and managers
Too many layers between contact personnel and top management 

 Insufficient relationship focus  
Lack of market segmentation 
Focus on transactions rather than relationships 
Focus on new customers rather than relationship customers 

 Inadequate service recovery 
Lack of encouragement to listen to customer complaints 
Failure to make amends when things go wrong 
No appropriate recovery mechanisms in place for service failures 

Key Factors Leading to Provider Gap 1 

 

 
 
 
 
 

Gap 
1 
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Customer-Driven Service 
Designs and Standards 

Management Perceptions of 
Customer Expectations

 Poor service design
  Unsystematic new service development process 
  Vague, undefined service designs 

Failure to connect service design to service positioning 
 Absence of customer-driven standards 

Lack of customer-driven service standards 
Absence of process management to focus on customer 

requirements 
Absence of formal process for setting service quality goals 

 Inappropriate physical evidence and servicescape 
Failure to develop tangibles in line with customer expectations
Servicescape design that does not meet customer and 

employee needs 
Inadequate maintenance and updating of the servicescape 

Key Factors Leading to Provider Gap 2 

 

Ga
p 
2 
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Customer-Driven Service 
Designs and Standards 

 Deficiencies in human resource policies
Ineffective recruitment 
Role ambiguity and role conflict 
Poor employee-technology job fit 
Inappropriate evaluation and compensation systems 
Lack of empowerment, perceived control, and teamwork  

 Customers who do not fulfill roles 
Customers who lack knowledge of their roles and responsibilities 
Customers who negatively impact each other 

 Problems with service intermediaries 
Channel conflict over objectives and performance 
Difficulty controlling quality and consistency 
Tension between empowerment and control  

 Failure to match supply and demand  
Failure to smooth peaks and valleys of demand 
Inappropriate customer mix 
Overreliance on price to smooth demand 

Key Factors Leading to Provider Gap 3 

 

 
 
 

Gap 
3 

Service Delivery
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Service Delivery

 Lack of integrated services marketing communications 
   Tendency to view each external communication as independent 
   Not including interactive marketing in communications plan 
   Absence of strong internal marketing program 

 Ineffective management of customer expectations 
Absence of customer expectation management through all forms of 

communication 
Lack of adequate education for customers 

 Overpromising 
Overpromising in advertising 
Overpromising in personal selling 
Overpromising through physical evidence cues 

 Inadequate horizontal communications 
Insufficient communication between sales and operations 
Insufficient communication between advertising and operations 
Differences in policies and procedures across branches or units 

Key Factors Leading to Provider Gap 4 

 

Ga
p 
4 

External Communications to 
Customers 
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Perceived
Service 

Expected 
Service CUSTOMER 

COMPANY 

Customer
Gap 

Gap 1 

Gap 2

Gap 3

External 
Communications 

to Customers Gap 4
Service
Delivery 

Customer-Driven 
Service Designs and 

Standards

Company Perceptions 
of Consumer 
Expectations 

Gaps Model of Service Quality 
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TYPES OF RETAILERS-1 
 
Structure 
 
4.0 Retailer Characteristics 
 
4.1 Netlike attracts competitors 
 
4.2 Variety and assortment 
 
4.3        Food Retailers  
 4.3.1 Supermarkets  
  4.3.2 Super center 
   4.3.3 Warehouse clubs 
       4.3.4 Hypermarkets 
       4.3.5 Convenience stores 
 
4.0 Retailer Characteristics 
 
.Charachteristics of retailer: 
 
As retailers have to deal with end consumer, they must have following features: 
 

1. Able to understand the behavior of consumer 
2. able to understand what consumer actually wants 
3. see who is the reference group of the consumer 
4. see from what culture and sub culture the consumer belongs to 
5. see what are the values of the consumer 
6. what is the insight of the consumer’ 
7. should able to categories the product line and width 
8. should be able to do assortment of the merchandise 

  
 
4.1 Netlike attracts competitors 
 
Like any other retailers, web-based businesses face the challenge of attracting consumers to 
their stores (sites). In the case of offline retailers, location and brand are often identified as 
the most significant influences on store traffic. For web-based retailers, however, relatively 
little is known about the factors that attract visitors to sites. One potential method of 
attracting customer visits is links from other web sites, which may be viewed as a referral 
(e.g. word-of-mouth) from a trusted third party. To examine the importance of links we 
model the number of visits to individual internet retail stores as a function of the number of 
links each has with other sites and the information/product content of the internet retail store. 
Using data from Alexa.com (<www.alexa.com><www.alexa.com>) we test our model with 
the top 500 companies across five different industries. The results demonstrate that the 
number of links to a particular internet retail store explains over 60% of the variance of site 
traffic between different sites and that there is a very high level of industry concentration in 
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all five sectors. These findings raise interesting issues for the design and implementation of 
strategies for attracting customers to Internet sites. 
 
 
4.2 Variety and assortment 
 

 
 
 
 
Consumers rank variety of assortment right behind location and price when naming reasons 
why they patronize their favorite stores. Consumers care about variety because they are more 
likely to find what they want when going to a store that offers more varied assortments. 
When tastes are not well formed or are dynamic, perceived variety matters even more 
because of the desire to become educated about what is available while maintaining 
flexibility. Variety perception also matters when the variety-seeking motive operates. 
Retailers care about variety because customers value variety. Therefore, it is important to 
understand how people perceive the variety contained in an assortment and how these 
perceptions influence satisfaction and store choice. Remarkably, except for a recent study by 
Broniarczyk et al. (1998), there has been no research aimed at understanding the variety 
perception process itself. We offer a general mathematical model of variety based on the 
complete information structure of an assortment, defined both by the multiattribute structure 
of the objects and their spatial locations. We impose a psychologically plausible set of 
restrictions on the general model and obtain a class of simpler estimable models of perceived 
variety. We utilize the model to develop assortments that vary widely in terms of their 
information structure and study the influence of three factors on variety perceptions: 

Variety and Assortment of Bicycles 
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 (a) Information structure of each assortment (i.e., the attribute level differences between 
objects) 
 (b) Level of organization of the objects and hence their relative spatial positions; and  
(c) Task orientations, promoting either analytic or holistic processing.  
 
We also investigate the influence of variety perception and organization on stated satisfaction 
and store choice. To summarize our major findings:  
 
1. Information structure has a big impact on variety perceptions, though diminishing returns 
accompany increases in the number of attributes on which object pairs differ. 
 
 2. People are more influenced by local information structure (adjacent objects) than non- 
local information structure. Proximity matters 
 
 3. Organization of the display can either increase or decrease variety perceptions. When 
people engage in analytic processing, organized displays appear to offer more variety. When 
processing is holistic, random displays are seen as more varied. 
 4. Both variety perceptions and organization drive stated satisfaction and store choice.  
 
People are more satisfied with and likely to choose stores carrying those assortments that are 
perceived as offering high variety and that are displayed in an organized rather than random 
manner. Our work provides a basic framework for thinking about variety. By helping 
retailers to understand the factors that drive variety perception, it may be possible to design 
more efficient, lower cost assortments without reducing variety perceptions and the 
probability of future store visits 
 
4.3 Food Retailers Supermarkets 
 
 

 
 
 
 

Food Retailers 
Mom and Pop Stores 
Convenience Stores 
Supermarkets 
Supercenters 

General Merchandise Retailers 
Department Stores 
Specialty Stores 
Discount Stores 
Category Specialists 
Off-Price Retailers 
Warehouse Clubs 

Types of Retailers 
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Food Retailers 

   Primary Shopping Format for Food Sales 
Growth Rates by Retail Format 
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Characteristics of Food Retailers 
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4.3.1  Supermarkets 
 
 

Limited Assortment Supermarkets 
 

 
 
 
Conventional Supermarket Survival Pack 
 
Emphasize Fresh Perishables 
 
Target health conscious and ethnic consumers 
 
Provide a better in-store experience 
 
Offer more private label brands 
 
 
 

 

Save-A-Lot’s limited assortment format 
means that stores carry the most 
frequently purchased grocery items in 
the most popular size and variety 
 
The company carries high quality 
exclusive brands – many produced by the 
same manufacturers of leading name 
brands – and an assortment of nationally 
branded items. 
 
This allows Save-A-Lot to offer savings of up 
to 40% compared to conventional grocery 
stores – without asking shoppers to sacrifice 
quality. 
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Supermarkets 
 
  -Cars, highways and TV to build brands 
  -Knowledgeable customers – self service 
  -Perishable vs. packaged goods 
 
4.3.2  Super centers 
 
Big-box store can refer to a store that sells items in larger than normal size or quantity and 
can also refer to any physically large chain store, and by extension to the company behind the 
store. The terms superstore, mega store, and super center also refer to these retail 
establishments. Examples include the wholesale clubs Costco and Sam's Club in North 
America. 

Characteristics 
 
Typical characteristics include the following: 

• Large, free-standing, rectangular, generally single-floor structure built on a concrete 
slab. The flat roof and ceiling trusses are generally made of steel, the walls are 
concrete block clad in metal or masonry siding.  

 

• Floor space several times greater than traditional retailers in the sector, providing for 
a large amount of merchandise; in North America, generally more than 50,000 square 
feet (4650 m²), sometimes approaching 200,000 square feet (18,600 m²), though 
varying by sector and market. In countries where space is at a premium, such as the 
United Kingdom, the relevant numbers are a fraction of that.  

Types 
 
Generally, big-box stores can be broken down into two categories: general merchandise 
(examples include Wal-Mart and Target), and specialty stores (such as Home Depot, Barnes 
and Noble, or Best Buy) which specialize in goods within a specific range, such as hardware, 
books, or electronics. In recent years, many traditional retailers—such as Tesco and 
Praktiker—have opened stores in the big-box-store format in an effort to compete with big-
box chains, which are expanding internationally as their home markets reach maturity 
 
Big Box Retailers 
 
   -Warehouse Clubs 
   -Super enters 
   -Hypermarkets  
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4.3.3 Warehouse Clubs 
 
Warehouse club is a retail store, usually selling a wide variety of merchandise, in which 
customers pay annual membership fees in order to shop. The clubs are able to keep prices 
low due to the no-frills format of the stores. In addition, customers are required to buy large, 
wholesale quantities of the store's products, which make these clubs attractive to both bargain 
hunters and small business owners. The concept is similar to the many consumers' 
cooperative supermarkets found in Europe, though using bigger stores and not co-operatively 
owned. The use of members' prices without co-operative ownership is also sometimes used 
in bars and casinos 

Low-price retail outlets selling annual memberships to consumers and businesses. These 
stores are normally established in warehouse-type buildings where merchandise is displayed 
without any frills. Perhaps the best known is SAM's Club, a division of Wal-Mart Stores, Inc. 

 
4.3.4 Hypermarkets 
 
Hypermarket is a superstore which combines a supermarket and a department store. The 
result is a very large retail facility which carries an enormous range of products under one 
roof, including full lines of groceries and general merchandise. When they are planned, 
constructed, and executed correctly, a consumer can ideally satisfy all of their routine weekly 
shopping needs in one trip 
 
Hypermarkets, like other big-box stores, typically have business models focusing on high-
volume, low-margin sales. Because of their large footprints — a typical Wal-Mart Super 
center covers 14,000 m2 (150,000 square feet), a typical Carrefour 19,500 m2 (210,000 
square feet) — and the need for many shoppers to carry large quantities of goods, many 
hypermarkets choose suburban or out-of-town locations that are easily accessible by 
automobile. 
 

India 

• Big Bazaar  
• Reliance Fresh  
• Subhiksha  
• Spencer's Retail  
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4.3.5 Convenience Stores  
 
Convenience Stores Fight Competition 

• Tailors associates to local market 
• Stores are more convenient to shop 
• Offers fresh food 
• Fast, casual restaurants 
• Financial services available 
• Opening smaller stores closer to consumers – like airports 

 
 

 
 

Convenience Store 

Radhakrishna Foodland Fresh, a neighborhood convenience store, located in various 
catchments across Mumbai, Navi Mumbai & Thane, caters to the food and grocery 
needs of households and provides a complete range of staples, edible oils, vegetables, 
fruits, bakery, dairy, non - veg, personal care & home care items. 
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 UNIT 1
 Types of Retailers-2 
 
Structure 
 
5.0 Category Specialists 
 
5.1 Extreme Value Retailer 
 
5.2       Off price Retailer 
 
5.3 Electronic Retailers 
 
5.4 Catalog and Direct mail Retailers 
 
5.5 Direct Selling 
 
5.6 Services Retailing 
  
 
5.0 Category Specialists 
 

• Deep and Narrow Assortments  Destination Stores 
• Low Price and Service 
• Wholesaling to Business Customers and Retailing to Consumers 
• Incredible Growth 

 
For retailers, category management (CM) is the process of maximizing category profits 
through coordinated item assortment, promotion and pricing. It has been gaining popularity 
because retailers have come to realize that a better understanding of the interdependencies in 
consumer and manufacturer behavior among various brands in a category can increase the 
profitability of the category as a whole.1 CM is a significant departure from the traditional 
approach that considers brands independently, and has been adopted by an increasing number 
of companies in the retail industry: 78% of department stores, 74% of discount stores, and 
45% of supermarkets deploy category-management in some form according to a recent 
survey.2 Findings by Zenor (1994) and Basuroy, Mantrala and Walters (2001) support the 
notion that adopting a CM perspective could increase total profit. Yet, despite the optimistic 
view, there is little consensus on how to implement CM in order to achieve its greatest profit 
potential. This is at least in part caused by a lack of analytical tools to support CM decisions, 
and calls for econometric methods that enable retail managers to implement CM. The main 
objective of this study is therefore to a model-based approach for implementing CM in 
response to needs of the retail industry. We focus on a key aspect of retail CM in this study: 
pricing decisions. For a retailer, pricing decisions mainly involve setting markups over the 
wholesale prices of the brands in the categories it sells. 
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5.1 Extreme Value retailers 

The channel underwent explosive growth during the 1990s, broadening its appeal outside its 
traditional core customer group and greatly improving its quality image. Along the way 
extreme value retailing transitioned from a niche industry to a mainstream mass market 
channel. 

While the two formats in extreme value retailing share a common heritage and a similar 
approach to doing business, each has its own unique appeal to the consumers who shop them. 
Both the differences and similarities are reflected in the 2007 Chain Drug Review "Where 
Consumers Shop--and Why" survey 

 
5.2 Off Price Retailers 
 
 
A retail store specializing in buying leading brand items in bulk for resale at discount prices 
 

 
 
 
 
Retail stores offering merchandise at prices less than other retail stores. They acquire out-of- 
season products and distressed merchandise from other retailers, including bankruptcies, and 
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from manufacturers having production overruns. Off-price stores can threaten retailers 
carrying name-brand merchandise at full retail prices 
 
5.3 Electronic retailer 
 
A vending machine is a machine that provides various snacks, beverages and other products 
to consumers. The idea is to vend products without a cashier. Items sold via vending 
machines vary by country and region. They are a Greek invention. 
In many countries, vending machines generally serve the purpose of selling various snacks, 
candies and beverages, but are also common in busy locations to sell other items such as 
newspapers. 
Some countries sell alcoholic beverages such as beer through vending machines, while other 
countries do not allow this (usually because of dram shop laws). 
A number vending machine is also used at many outlets, where a customer has to press a 
button on the machine and a number is printed on a slip of paper and the customer has to wait 
until his number is called by the service provider. 
 
 
5.4 Catalog and Direct mail Retailers 
 
This Business Scenario Map is designed for the consumer products/retail industry. It shows 
you how three parties - a service partner, a catalogue retailer, and a customer - use the 
business Internet to sell goods in the Catalog Retailing environment. The map illustrates the 
benefits of collaboration. The result is a streamlined purchasing process which saves time 
and money. 
  
This Business Scenario Map addresses the challenge of selling goods through the Internet in 
the Catalog Retailing environment. The collaboration occurs between the catalog retailer and 
a service partner, and covers the business processes and the flow of information between the 
two parties and the consumer. 
 
The consumer selects the goods he/she wants to purchase from an online catalog. This 
catalog may be hosted either on the SAP Marketplace or on the retailer's Web site. Once the 
order is complete, the customer confirms it and notes the order number. The order is then 
transferred to the retailer's SAP System, the necessary materials are reserved, the internal 
order is triggered, and the goods are sent off and delivered by a service partner. Using the 
confirmed order number, the customer can check the status of the shipment at any time on 
the Internet. 
 
Once the goods have been shipped and the customer has received them, the goods receipt is 
confirmed and based on this, billing then takes place 
 
Catalogs at the Vanguard of Multi-channel Retailing 
 
Malls, the Internet and rising postal rates haven't killed off printed catalogs. In fact, many 
store-based and Web retailers send printed catalogs to expand their business. 
According to the 2006 The State of the Catalog/Interactive Industry, produced by the Direct 
Marketing Association, seventy eight percent of respondents believe that a better ROI is 
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yielded when a multi-channel approach is incorporated into their direct marketing campaigns. 
Catalogers continue to mail more efficiently, sending out mailings at an average rate of once-
per-month.  
 
Showrooms:   
Retailers that offer high-turnover, brand name products at discount prices. Customers usually 
order from a in Catalogthe showroom where the product is only displayed, then pick up the 
goods at a designated location. Ikea has pioneered the Catalogshowroom concept around the 
world.  
 
Catalog retailand Direct Mail retail:   
 
A venue for selling merchandise to consumers using catalogs and other types of direct mail.  
It allows for the international expansion of retailers, but must be adapted to local market 
needs and practices. There are many obstacles to catalogretail in developing countries: 
deficient telephone service, unreliable mail service, and low income, among others. 
 

How to Succeed in Catalog Retail 

Professionals who understand mass customization -- the ability to customize marketing, 
delivery and services to meet the needs and desires of masses of individual customers -- and 
who can execute full-scale programs successfully in this new milieu will have the most 
attractive resumes. People with skills and interest in both marketing and data processing 
should find excellent career opportunities in catalogs and other types of direct marketing. 

If you like small-town living, it's worth noting that most catalog companies aren't located in 
cosmopolitan areas. Rather, they are in remote places like Freeport, Maine, and Dodgeville, 
Wisconsin. 

The Future 

According to Hodgson, catalogs will continue to be the foundation of successful direct 
marketers for years to come. Even dotcoms and traditional store-based retailers may be 
mailing print catalogs in this era of multi-channel retailing. It's an increasingly complicated 
day and age, but it's still the catalog age. 
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5.5 Direct Selling 
 
Direct selling is a retail channel for the distribution of goods and services. At a basic level it 
may be defined as marketing and selling products, person-to-person away from a fixed retail 
location. Sales are typically made through party plan and other personal contact 
arrangements. A text book definition is: "The direct personal presentation, demonstration, 
and sale of products and services to consumers, usually in their homes or at their jobs."[1] 
The industry is global and growing. Recent figures show almost fifty-five million people are 
involved and in 2007 it is estimated that worldwide retail sales accounted for more than 
US$111 Billion 
 
At its best, direct selling can be an opportunity for individuals to find fulfillment, express 
their entrepreneurial talents and gain financial independence. At its worst, it can become a 
kind of pyramid scheme. 
 
Some direct selling associations, for example the Bundes erb and Direktvertrieb Deutschland, 
the direct selling association of Germany, have given themselves codes of conduct which 
lead to a fair partnership both with customers and salesmen. Most of the national direct 
selling associations are represented in the World Federation of Direct Selling Associations 
(WFDSA). 
 
Direct Selling is distinct from Direct Marketing because it is about individual sales agents 
reaching and dealing directly with clients. Direct Marketing is about business organizations 
seeking a relationship with their customers without going through an agent/consultant or 
retail outlet. 

Sales by Catalog Retailers 
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5.6 Services Retailing 
 
Firm with a large range of goods offered at retail prices, and which provides advice and 
detailed information on goods sold through its trained sales force. 
Retailing consists of the sale of goods or merchandise from a fixed location, such as a 
department store or kiosk, or by post, in small or individual lots for direct consumption by 
the purchaser. Retailing may include subordinated services, such as delivery. Purchasers may 
be individuals or businesses. In commerce, a retailer buys goods or products in large 
quantities from manufacturers or importers, either directly or through a wholesaler, and then 
sells smaller quantities to the end-user. Retail establishments are often called shops or stores. 
Retailers are at the end of the supply chain. Manufacturing marketers see the process of 
retailing as a necessary part of their overall distribution strategy. 
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________________________________________________________________ 
Retail Customers  
 
Structure 
 
6.0  Consumer Behavior 
 
6.1  Why do People Shop 
 
6.2  Factors Affecting consumer decision making  
 6.2.1 Demographics 
 6.2.2 Psychological Environmental and Lifestyle 
 6.2.3 Perception and Learning 
 6.2.4 Culture and Subculture 
 
6.3 Stages of the consumer decision Process  
 
6.4 Consumer Decision Rules 
 
 
6.0  Consumer Behavior 
 

 
Consumer behaviour is the study of when, why, how, where and what people do or do not 
buy products. It blends elements from psychology, sociology, social psychology, 
anthropology and economics. It attempts to understand the buyer decision making process, 
both individually and in groups. It studies characteristics of individual consumers such as 
demographics and behavioural variables in an attempt to understand people's wants. It also 
tries to assess influences on the consumer from groups such as family, friends, reference 
groups, and society in general. 
 
The study of consumers helps firms and organizations improve their marketing strategies by 
understanding issues such as “how” 

• The psychology of how consumers think, feel, reason, and select between different 
alternatives (e.g., brands, products);  

• The psychology of how the consumer is influenced by his or her environment (e.g., 
culture, family, signs, media); 

• The behavior of consumers while shopping or making other marketing decisions;  
• Limitations in consumer knowledge or information processing abilities influence 

decisions and marketing outcome;   
• How consumer motivation and decision strategies differ between products that differ 

in their level of importance or interest that they entail for the consumer; and  
• How marketers can adapt and improve their marketing campaigns and marketing 

strategies to more effectively reach the consumer.  
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One "official" definition of consumer behaviour is "The study of individuals, groups, or 
organizations and the processes they use to select, secure, use, and dispose of products, 
services, experiences, or ideas to satisfy needs and the impacts that these processes have on 
the consumer and society." Although it is not necessary to memorize this definition, it brings 
up some useful points: 

• Behavior occurs either for the individual, or in the context of a group (e.g., friends 
influence what kinds of clothes a person wears) or an organization (people on the job 
make decisions as to which products the firm should use).  

• Consumer behavior involves the use and disposal of products as well as the study of 
how they are purchased. Product use is often of great interest to the marketer, because 
this may influence how a product is best positioned or how we can encourage 
increased consumption. Since many environmental problems result from product 
disposal (e.g., motor oil being sent into sewage systems to save the recycling fee, or 
garbage piling up at landfills) this is also an area of interest.  

• Consumer behavior involves services and ideas as well as tangible products.  
• The impact of consumer behavior on society is also of relevance. For example, 

aggressive marketing of high fat foods, or aggressive marketing of easy credit, may 
have serious repercussions for the national health and economy.  

There are four main applications of consumer behaviour: 

• The most obvious is for marketing strategy—i.e., for making better marketing 
campaigns. For example, by understanding that consumers are more receptive to food 
advertising when they are hungry, we learn to schedule snack advertisements late in 
the afternoon. By understanding that new products are usually initially adopted by a 
few consumers and only spread later, and then only gradually, to the rest of the 
population, we learn that (1) companies that introduce new products must be well 
financed so that they can stay afloat until their products become a commercial success 
and (2) it is important to please initial customers, since they will in turn influence 
many subsequent customers’ brand choices.  

 

• A second application is public policy. In the 1980s, Accutane, a near miracle cure for 
acne, was introduced. Unfortunately, Accutane resulted in severe birth defects if 
taken by pregnant women. Although physicians were instructed to warn their female 
patients of this, a number still became pregnant while taking the drug. To get 
consumers’ attention, the Federal Drug Administration (FDA) took the step of 
requiring that very graphic pictures of deformed babies be shown on the medicine 
containers.  

 

• Social marketing involves getting ideas across to consumers rather than selling 
something. Marty Fishbein, a marketing professor, went on sabbatical to work for the 
Centers for Disease Control trying to reduce the incidence of transmission of diseases 
through illegal drug use. The best solution, obviously, would be if we could get 
illegal drug users to stop. This, however, was deemed to be infeasible. It was also 
determined that the practice of sharing needles was too ingrained in the drug culture 
to be stopped. As a result, using knowledge of consumer attitudes, Dr. Fishbein 
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created a campaign that encouraged the cleaning of needles in bleach before sharing 
them, a goal that was believed to be more realistic.  

 

• As a final benefit, studying consumer behavior should make us better consumers. 
Common sense suggests, for example, that if you buy a 64 liquid ounce bottle of 
laundry detergent, you should pay less per ounce than if you bought two 32 ounce 
bottles. In practice, however, you often pay a size premium by buying the larger 
quantity. In other words, in this case, knowing this fact will sensitize you to the need 
to check the unit cost labels to determine if you are really getting a bargain.  

There are several units in the market that can be analyzed. Our main thrust in this course is 
the consumer. However, we will also need to analyze our own firm’s strengths and 
weaknesses and those of competing firms. Suppose, for example, that we make a product 
aimed at older consumers, a growing segment. A competing firm that targets babies, a 
shrinking market, is likely to consider repositioning toward our market. To assess a 
competing firm’s potential threat, we need to examine its assets (e.g., technology, patents, 
market knowledge, and awareness of its brands) against pressures it faces from the market. 
Finally, we need to assess conditions (the marketing environment). For example, although we 
may have developed a product that offers great appeal for consumers, a recession may cut 
demand dramatically. 
 
 
why do People Shop 
 
 
Why do people shop? 
 
What determines where people shop? Why would people visit one shopping centre rather 
than another? These questions are important to developers, backers, planners and 
Government. In addition, there is a need to understand shopping as a fundamental feature of 
modern society. Attributes such as transport links, parking and choice of major stores are 
well known as determinants of shopping centre success - but some centers are only 50% let 
twelve months after opening. This paper is based on an empirical investigation, carried out 
over a three-year period, of four UK shopping centers, ranging in size from a large out-of 
town regional centre to a small in-town sub-regional centre. Further data are added from a 
related study, the total number of respondents at all six centers being 287. Other researchers 
have used questionnaire surveys based on the respondents’ perceptions of the importance or 
ratings of attributes of shopping centers. Another approach is the attempt to measure the 
distinctiveness of attributes. This study combines importance, rating and distinctiveness. A 
further innovation is to weight attributes according to the degree of association with 
shoppers' spending. A methodology is thus proposed for identifying the most critical 
attributes. Some differences have been observed between shopper groups such as 
male/female or type of transport, and these differences can be used in planning a shopping 
centre marketing strategy. Many of the critical attributes are not consistent between centers 
and the results indicate ways in which each centre might have scope for improvement. 
 
Predicting shopping levels is still an inexact science, despite considerable research, with 
many shopping centres performing below expectations. Kirkup and Rafiq (1994b) drew 
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attention to the ‘Catwalk Centre’ (not its real name) where, three years after opening, 55% of 
tenants had been trading for less than 12 months. Twelve months after opening occupancy 
levels of UK shopping centers varied from below 50% to over 80%. Kirkup and Rafiq (1993 
and 1994a) considered that the less successful ones ‘may not have followed best practice in 
research, design and marketing’. For many of the shopping population of the UK, there are a 
number of centers within easy reach offering the same facilities. For example, the Catwalk 
Centre is the second shopping centre in the town. How do people decide which to use? Does 
‘image’ influence attitudes to centers? This is what Marjanen (1993, page 10) calls the 
‘mystery of consumer behaviour’ because ‘we are not able to explain why people shop 
where they do’. The authors have developed a methodology for investigating the 
relationship between the ‘image’ or ‘attractiveness’ of shopping centers and individual 
shopper behaviour. Benefits of improving ‘image’ can be illustrated by considering the 
financial value of brand equity. Capital Shopping Centers PLC (1996) claimed that the (UK) 
Metro Centre achieved a 17.5% increase in asset value from £354 million to £416 million 
‘reflecting the value of CSC’s active management expertise in its first year of ownership’. 
The increase represents shoppers’ and retailers’ value of improvements to the ‘attractiveness’ 
of the centre. There is a huge financial potential for shopping centers becoming more 
‘actively managed’ - and this is a substantial slice of the economy and jobs. Spending in UK 
shopping centers is around 7% of the Gross Domestic Product and employment is close to 
three-quarters of a million people. Shopping centers ‘play a key role in the investments of 
pension funds’ (Davies et al, 1993). Improvements in asset values are important not only to 
big investors but also to ordinary people as stakeholders. The empirical part of the work 
primarily concerned case studies of four UK shopping centers. A ‘shopping centre’ is defined 
for our purposes as ‘a planned retail development comprising at least three shops, under one 
freehold, managed and marketed as a unit’ with a minimum gross retail area of 5000 m2 and 
some covered pedestrian area. A ‘regional’ centre has a gross retail area of greater than 
50000 m2 and a sub-regional one 20000 to 50000 m2 (based on Guy, 1994; Marjanen, 1993; 
Reynolds, 1993).  
 
Simkin (1996) points out that easy-to-use regression approaches are more popular with retail 
managers than other more complex models. The authors present a simple regression-based 
model linking shoppers' spending at a shopping centre with the attractiveness or image 
attributes of the centre and with travel time (or distance). Regression models often suffer 
from problems with multicolinearity. The methodology developed by the authors largely 
overcomes such problems by the use of a composite term for attractiveness or image, 
incorporating the relevant attributes, weighted according to their association with relative 
spending. The regressions therefore use at most two terms: travel time (or distance) and 
attractiveness. 
 

6.2 Factors Affecting consumer decision making  
 
 
Factors Affecting consumer decision making 

Information Search and Decision Making 
 
Problem Recognition.   
One model of consumer decision making involves several steps. The first one is problem 
recognition—you realize that something is not as it should be.  Perhaps, for example, your 
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car is getting more difficult to start and is not accelerating well.    The second step is 
information search—what are some alternative ways of solving the problem?  You might buy 
a new car, buy a used car, take your car in for repair, ride the bus, ride a taxi, or ride a 
skateboard to work.  The third step involves evaluation of alternatives.  A skateboard is 
inexpensive, but may be ill-suited for long distances and for rainy days.   Finally, we have the 
purchase stage, and sometimes a post-purchase stage (e.g., you return a product to the store 
because you did not find it satisfactory).  In reality, people may go back and forth between 
the stages.  For example, a person may resume alternative identification during while 
evaluating already known alternatives. 

 
 
 
Consumer involvement will tend to vary dramatically depending on the type of product.  In 
general, consumer involvement will be higher for products that are very expensive (e.g., a 
home, a car) or are highly significant in the consumer’s life in some other way (e.g., a word 
processing program or acne medication). 
It is important to consider the consumer’s motivation for buying products.  To achieve this 
goal, we can use the Means-End chain, wherein we consider a logical progression of 
consequences of product use that eventually lead to desired end benefit.  Thus, for example, a 
consumer may see that a car has a large engine, leading to fast acceleration, leading to a 
feeling of performance, leading to a feeling of power, which ultimately improves the 
consumer’s self-esteem.  A handgun may aim bullets with precision, which enables the user 
to kill an intruder, which means that the intruder will not be able to harm the consumer’s 
family, which achieves the desired end-state of security.  In advertising, it is important to 
portray the desired end-states.  Focusing on the large motor will do less good than portraying 
a successful person driving the car. 
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Information search and decision making.   
 
Consumers engage in both internal and external information search.  

 
 
 
Internal search involves the consumer identifying alternatives from his or her memory.  For 
certain low involvement products, it is very important that marketing programs achieve “top 
of mind” awareness.  For example, few people will search the Yellow Pages for fast food 
restaurants; thus, the consumer must be able to retrieve one’s restaurant from memory before 
it will be considered.  For high involvement products, consumers are more likely to use an 
External search.  Before buying a car, for example, the consumer may ask friends’ opinions, 
read reviews in Consumer Reports, consult several web sites, and visit several dealerships.  
Thus, firms that make products that are selected predominantly through external search must 
invest in having information available to the consumer in need—e.g., through brochures, web 
sites, or news coverage. 
 
A compensatory decision involves the consumer “trading off” good and bad attributes of a 
product.  For example, a car may have a low price and good gas mileage but slow 
acceleration.  If the price is sufficiently inexpensive and gas efficient, the consumer may then 
select it over a car with better acceleration that costs more and uses more gas.  Occasionally, 
a decision will involve a non-compensatory strategy.  For example, a parent may reject all 
soft drinks that contain artificial sweeteners.   Here, other good features such as taste and low 
calories cannot overcome this one “non-negotiable” attribute. 
 
The amount of effort a consumer puts into searching depends on a number of factors such as 
the market (how many competitors are there, and how great are differences between brands 
expected to be?), product characteristics (how important is this product?  How complex is the 
product?  How obvious are indications of quality?), consumer characteristics (how interested 
is a consumer, generally, in analyzing product characteristics and making the best possible 
deal?), and situational characteristics (as previously discussed). 
Two interesting issues in decisions are: 
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• Variety seeking (where consumers seek to try new brands not because these brands 
are expected to be “better” in any way, but rather because the consumer wants a 
“change of pace,” and  

• “Impulse” purchases—unplanned buys. This represents a somewhat “fuzzy” group.  
For example, a shopper may plan to buy vegetables but only decide in the store to 
actually buy broccoli and corn. Alternatively, a person may buy an item which is 
currently on sale, or one that he or she remembers that is needed only once inside the 
store.  

A number of factors involve consumer choices.  In some cases, consumers will be more 
motivated.  For example, one may be more careful choosing a gift for an in-law than when 
buying the same thing for one self.  Some consumers are also more motivated to comparison 
shop for the best prices, while others are more convenience oriented.  Personality impacts 
decisions.  Some like variety more than others, and some are more receptive to stimulation 
and excitement in trying new stores.  Perception influences decisions.  Some people, for 
example, can taste the difference between generic and name brand foods while many cannot.  
Selective perception occurs when a person is paying attention only to information of interest.  
For example, when looking for a new car, the consumer may pay more attention to car ads 
than when this is not in the horizon.  Some consumers are put off by perceived risk.  Thus, 
many marketers offer a money back guarantee.  Consumers will tend to change their 
behaviour through learning—e.g., they will avoid restaurants they have found to be crowded 
and will settle on brands that best meet their tastes.  Consumers differ in the values they hold 
(e.g., some people are more committed to recycling than others who will not want to go 
through the hassle).  We will consider the issue of lifestyle under segmentation. 

Families and Family Decision Making 
 
The Family Life Cycle 
 
 Individuals and families tend to go through a "life cycle:" The simple life cycle goes from 

   
 
For purposes of this discussion, a "couple" may either be married or merely involve living 
together. The break-up of a non-marital relationship involving cohabitation is similarly 
considered equivalent to a divorce. 
In real life, this situation is, of course, a bit more complicated. For example, many couples 
undergo divorce. Then we have one of the scenarios: 
 
 



 
 

73

 

 
 
 
Single parenthood can result either from divorce or from the death of one parent. Divorce 
usually entails a significant change in the relative wealth of spouses. In some cases, the non-
custodial parent (usually the father) will not pay the required child support, and even if he or 
she does, that still may not leave the custodial parent and children as well off as they were 
during the marriage. On the other hand, in some cases, some non-custodial parents will be 
called on to pay a large part of their income in child support. This is particularly a problem 
when the non-custodial parent remarries and has additional children in the second (or 
subsequent marriages). In any event, divorce often results in a large demand for: 

• Low cost furniture and household items  
• Time-saving goods and services  

Divorced parents frequently remarry, or become involved in other non-marital relationships; 
thus, we may see 

        
 
Another variation involves 
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Here, the single parent who assumes responsibility for one or more children may not form a 
relationship with the other parent of the child. 
Integrating all the possibilities discussed, we get the following depiction of the Family Life 
Cycle: 
 

 
 
 
Generally, there are two main themes in the Family Life Cycle, subject to significant 
exceptions: 

• As a person gets older, he or she tends to advance in his or her career and tends to get 
greater income (exceptions: maternity leave, divorce, retirement).  

• Unfortunately, obligations also tend to increase with time (at least until one’s 
mortgage has been paid off). Children and paying for one’s house are two of the 
greatest expenses.  

Note that although a single person may have a lower income than a married couple, the 
single may be able to buy more discretionary items. 
 
Family Decision Making.  
 
Individual members of families often serve different roles in decisions that ultimately draw 
on shared family resources. Some individuals are information gatherers/holders, who seek 
out information about products of relevance. These individuals often have a great deal of 
power because they may selectively pass on information that favors their chosen alternatives. 
Influencers do not ultimately have the power decide between alternatives, but they may make 
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their wishes known by asking for specific products or causing embarrassing situations if their 
demands are not met. The decision maker(s) have the power to determine issues such as: 

• Whether to buy;  
• Which product to buy (pick-up or passenger car?);  
• Which brand to buy;  
• Where to buy it; and  
• When to buy.  

Note, however, that the role of the decision maker is separate from that of the purchaser. 
From the point of view of the marketer, this introduces some problems since the purchaser 
can be targeted by point-of-purchase (POP) marketing efforts that cannot be aimed at the 
decision maker. Also note that the distinction between the purchaser and decision maker may 
be somewhat blurred: 

• The decision maker may specify what kind of product to buy, but not which brand;  
• The purchaser may have to make a substitution if the desired brand is not in stock;  
• The purchaser may disregard instructions (by error or deliberately).  

It should be noted that family decisions are often subject to a great deal of conflict. The 
reality is that few families are wealthy enough to avoid a strong tension between demands on 
the family’s resources. Conflicting pressures are especially likely in families with children 
and/or when only one spouse works outside the home. Note that many decisions inherently 
come down to values, and that there is frequently no "objective" way to arbitrate differences. 
One spouse may believe that it is important to save for the children’s future; the other may 
value spending now (on private schools and computer equipment) to help prepare the 
children for the future. Who is right? There is no clear answer here. The situation becomes 
even more complex when more parties—such as children or other relatives—are involved. 
Some family members may resort to various strategies to get their way. One is bargaining—
one member will give up something in return for someone else. For example, the wife says 
that her husband can take an expensive course in gourmet cooking if she can buy a new 
pickup truck. Alternatively, a child may promise to walk it every day if he or she can have a 
hippopotamus. Another strategy is reasoning—trying to get the other person(s) to accept 
one’s view through logical argumentation. Note that even when this is done with a sincere 
intent, its potential is limited by legitimate differences in values illustrated above. Also note 
that individuals may simply try to "wear down" the other party by endless talking in the guise 
of reasoning (this is a case of negative reinforcement as we will see subsequently). Various 
manipulative strategies may also be used. One is impression management, where one tries to 
make one’s side look good (e.g., argue that a new TV will help the children see educational 
TV when it is really mostly wanted to see sports programming, or argue that all "decent 
families make a contribution to the church"). Authority involves asserting one’s "right" to 
make a decision (as the "man of the house," the mother of the children, or the one who makes 
the most money). Emotion involves making an emotional display to get one’s way (e.g., a 
man cries if his wife will not let him buy a new rap album). 

Group Influences 
 
Humans are inherently social animals, and individuals greatly influence each other. 
A useful framework of analysis of group influence on the individual is the so called reference 
group—the term comes about because an individual uses a relevant group as a standard of 
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reference against which oneself is compared. Reference groups come in several different 
forms.  

• The aspiration reference group refers to those others against whom one would like to 
compare oneself. For example, many firms use athletes as spokespeople, and these 
represent what many people would ideally like to be.  

• Associative reference groups include people who more realistically represent the 
individuals’ current equals or near-equals—e.g., coworkers, neighbors, or members of 
churches, clubs, and organizations. Paco Underhill, a former anthropologist turned 
retail consultant and author of the book Why We Buy has performed research 
suggesting that among many teenagers, the process of clothes buying is a two stage 
process. In the first stage, the teenagers go on a "reconnaissance" mission with their 
friends to find out what is available and what is "cool." This is often a lengthy 
process. In the later phase, parents—who will need to pay for the purchases—are 
brought. This stage is typically much briefer.  

• Finally, the dissociative reference group includes people that the individual would not 
like to be like. For example, the store literally named The Gap came about because 
many younger people wanted to actively dissociate from parents and other older and 
"uncool" people. The Quality Paperback Book Club specifically suggests in its 
advertising that its members are "a breed apart" from conventional readers of popular 
books.  

Reference groups come with various degrees of influence. Primary reference groups come 
with a great deal of influence—e.g., members of a fraternity/sorority. Secondary reference 
groups tend to have somewhat less influence—e.g., members of a boating club that one 
encounter only during week-ends are likely to have their influence limited to consumption 
during that time period. 
Another typology divides reference groups into the informational kind (influence is based 
almost entirely on members’ knowledge), normative (members influence what is perceived to 
be "right," "proper," "responsible," or "cool"), or identification. The difference between the 
latter two categories involves the individual’s motivation for compliance. In case of the 
normative reference group, the individual tends to comply largely for utilitarian reasons—
dressing according to company standards is likely to help your career, but there is no real 
motivation to dress that way outside the job. In contrast, people comply with identification 
groups’ standards for the sake of belonging—for example, a member of a religious group 
may wear a symbol even outside the house of worship because the religion is a part of the 
person’s identity. 
 

6.2.1 Demographics  
 

 

Demographics  
Demographics are clearly tied to subculture and segmentation. Here, however, we shift our 
focus from analyzing specific subcultures to trying to understand the implications for an 
entire population of its makeup. 
Some articles of possible interest: 
Coffee, Lipsticks, and the Economy The 2008 Tax Rebate and Consumer Behaviour 
Gasoline Prices and Consumer Behaviour Several issues are useful in the structure of a 
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population. For example, in some rapidly growing countries, a large percentage of the 
population is concentrated among younger generations. In countries such as Korea, China, 
and Taiwan, this has helped stimulate economic growth, while in certain poorer countries; it 
puts pressures on society to accommodate an increasing number of people on a fixed amount 
of land. Other countries such as Japan and Germany, in contrast, experience problems with a 
"graying" society, where fewer non-retired people are around to support an increasing 
number of aging seniors. Because Germany actually hovers around negative population 
growth, the German government has issued large financial incentives, in the forms of 
subsidies, for women who have children. In the United States, population growth occurs both 
through births and immigration. Since the number of births is not growing, problems occur 
for firms that are dependent on population growth (e.g., Gerber, a manufacturer of baby 
food). 
 
Social class is a somewhat nebulous subject that involves stratifying people into groups with 
various amounts of prestige, power, and privilege. In part because of the pioneering influence 
in American history, status differentiations here are quite vague. We cannot, for example, 
associate social class with income, because a traditionally low status job as a plumber may 
today come with as much income as a traditionally more prestigious job as a school teacher. 
In certain other cultures, however, stratification is more clear-cut. Although the caste system 
in India is now illegal, it still maintains a tremendous influence on that society. While some 
mobility exists today, social class awareness is also somewhat greater in Britain, where social 
status is in part reinforced by the class connotations of the accent with which one speaks. 
Textbooks speak of several indices that have been used to "compute" social class in the 
United States, weighing factors such as income, the nature of one’s employment, and level of 
education. Taken too literally, these indices are not very meaningful; more broadly speaking, 
they illustrate the reality that social status is a complex variable that is determined, not 
always with consensus among observers, by several different variable 
 
 

6.2.2 Psychological Environmental and Lifestyle 
 
 
Psychological Human performance in decision making terms has been the subject of active 
research from several perspectives. From a psychological perspective, it is necessary to 
examine individual decisions in the context of a set of needs, preferences an individual has 
and values they seek. From a cognitive perspective, the decision making process must be 
regarded as a continuous process integrated in the interaction with the environment. From a 
normative perspective, the analysis of individual decisions is concerned with the logic of 
decision making. 
 
Yet, at another level, it might be regarded as a problem solving activity which is terminated 
when a satisfactory solution is found. Therefore, decision making is a reasoning or emotional 
process which can be rational or irrational, can be based on explicit assumptions or tacit 
assumptions. 
 
Logical decision making is an important part of all science-based professions, where 
specialists apply their knowledge in a given area to making informed decisions. For example, 
medical decision making often involves making a diagnosis and selecting an appropriate 
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treatment. Some research using naturalistic methods shows, however, that in situations with 
higher time pressure, higher stakes, or increased ambiguities, experts use intuitive decision 
making rather than structured approaches, following a recognition primed decision approach 
to fit a set of indicators into the expert's experience and immediately arrive at a satisfactory 
course of action without weighing alternatives. Recent robust decision efforts have formally 
integrated uncertainty into the decision making process. However, Decision Analysis, 
recognized and included uncertainties with a structured and rationally justifiable method of 
decision making since its conception in 1964. 

Environmental 

Environmental issues affect, and are affected by, all of our activities to varying degrees. The 
need to have a working knowledge of environmental issues is not confined to environmental 
scientists, engineers, and policy makers. The interconnected nature of environmental 
problems, the interactions between social and individual decision making and their effect on 
the development of solutions for environmental problems require that a comprehensive 
environmental literacy course include scientific, social, economic, organizational, and ethical 
dimensions.  

This web-based text is intended for use by professors of various backgrounds to provide 
students a "working" knowledge of environmental issues and decision making, science, and 
technology in that context. It is the result of a decade-long course on environmental literacy 
taught at Carnegie Mellon University and Rose-Hulman Institute of Technology with the 
overall objective of enabling students to be capable participants in environmental decision 
making at the individual and social level. 

The overall objective of this site is to promote a style of teaching for the environment that 
results in what is known as environmental literacy. Although "environmental literacy" is a 
difficult concept to define, we use the term to mean the capability for a contextual and 
detailed understanding of an environmental problem in order to enable analysis, synthesis, 
evaluation, and ultimately sound and informed decision making at a citizen's level. We do 
this in hopes that the environmentally literate student will have the knowledge, tools, and 
sensitivity required to properly address environmental problems in his or her future 
professional capacity, and routinely include the environment as one of the considerations in 
their work and daily living. We feel that environmental literacy is requisite for students in all 
majors, although they may eventually use the learning in different contexts. 

Environmental literacy is about practices, activities, and feelings grounded in familiarity and 
sound knowledge. Just as reading becomes second nature to those who are literate, 
interpreting and acting for the environment ideally would become second nature to the 
environmentally literate citizen. We take the idea of literacy a step farther, intending not only 
an understanding of the language of the environment, but also its grammar, literature, and 
rhetoric. It involves understanding the underlying scientific and technological principles, 
societal and institutional value systems, and the spiritual, aesthetic, ethical and emotional 
responses that the environment invokes in all of us. 

Lifestyle 

Lifestyle was originally coined by Austrian psychologist Alfred Adler in 1929. The current 
broader sense of the word dates from 1961  
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In sociology, a lifestyle is the way a person lives. A lifestyle is a characteristic bundle of 
behaviors that makes sense to both others and oneself in a given time and place, including 
social relations, consumption, entertainment, and dress. The behaviors and practices within 
lifestyles are a mixture of habits, conventional ways of doing things, and reasoned actions. A 
lifestyle typically also reflects an individual's attitudes, values or worldview. Therefore, a 
lifestyle is a means of forging a sense of self and to create cultural symbols that resonate with 
personal identity. Not all aspects of a lifestyle are entirely voluntaristic. Surrounding social 
and technical systems can constrain the lifestyle choices available to the individual and the 
symbols she/he is able to project to others and the self.  
 
The lines between personal identity and the everyday doings that signal a particular lifestyle 
become blurred in modern society.[3] For example, "green lifestyle" means holding beliefs 
and engaging in activities that consume fewer resources and produce less harmful waste (i.e. 
a smaller carbon footprint), and deriving a sense of self from holding these beliefs and 
engaging in these activities. Some commentators argue that, in Modernity, the cornerstone of 
lifestyle construction is consumption behavior, which offers the possibility to create and 
further individualize the self with different products or services that signal different ways of 
life.  
 
6.2.3 Perception and Learning 
 

Perception  
 
Background.   
 
Our perception is an approximation of reality.  Our brain attempts to make sense out of the 
stimuli to which we are exposed.  This works well, for example, when we “see” a friend three 
hundred feet away at his or her correct height; however, our perception is sometimes “off”—
for example, certain shapes of ice cream containers look like they contain more than 
rectangular ones with the same volume. 
 
Factors in perception.   
 
Several sequential factors influence our perception. Exposure involves the extent to which 
we encounter a stimulus.  For example, we are exposed to numerous commercial messages 
while driving on the freeway:  bill boards, radio advertisements, bumper-stickers on cars, and 
signs and banners placed at shopping malls that we pass.  Most of this exposure is random—
we don’t plan to seek it out.  However, if we are shopping for a car, we may deliberately seek 
out advertisements and “tune in” when dealer advertisements come on the radio. 
Exposure is not enough to significantly impact the individual—at least not based on a single 
trial (certain advertisements, or commercial exposures such as the “Swoosh” logo, are based 
on extensive repetition rather than much conscious attention).  In order for stimuli to be 
consciously processed, attention is needed.  Attention is actually a matter of degree—our 
attention may be quite high when we read directions for getting an income tax refund, but 
low when commercials come on during a television program.  Note, however, that even when 
attention is low, it may be instantly escalated—for example, if an advertisement for a product 
in which we are interested comes on. 
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Interpretation involves making sense out of the stimulus.  For example, when we see a red 
can, we may categorize it as a CokeÒ. 
Weber’s Law suggests that consumers’ ability to detect changes in stimulus intensity appear 
to be strongly related to the intensity of that stimulus to begin with.  That is, if you hold an 
object weighing one pound in your hand, you are likely to notice it when that weight is 
doubled to two pounds.  However, if you are holding twenty pounds, you are unlikely to 
detect the addition of one pound—a change that you easily detected when the initial weight 
was one pound.  You may be able to eliminate one ounce from a ten ounce container, but you 
cannot as easily get away with reducing a three ounce container to two (instead, you must 
accomplish that gradually—e.g., 3.0  --> 2.7 --> 2.5 --> 2.3 --> 2.15 –> 2.00). 
Several factors influence the extent to which stimuli will be noticed.  One obvious issue is 
relevance.  Consumers, when they have a choice, are also more likely to attend to pleasant 
stimuli (but when the consumer can’t escape, very unpleasant stimuli are also likely to get 
attention—thus, many very irritating advertisements are remarkably effective).  One of the 
most important factors, however, is repetition.  Consumers often do not give much attention 
to a stimuli—particularly a low priority one such as an advertisement—at any one time, but if 
it is seen over and over again, the cumulative impact will be greater. 
Surprising stimuli are likely to get more attention—survival instinct requires us to give more 
attention to something unknown that may require action.  A greater contrast (difference 
between the stimulus and its surroundings) as well as greater prominence (e.g., greater size, 
centre placement) also tend to increase likelihood of processing. 
 
Subliminal stimuli.  Back in the 1960s, it was reported that on selected evenings, movie goers 
in a theatre had been exposed to isolated frames with the words “Drink Coca Cola” and “Eat 
Popcorn” imbedded into the movie.  These frames went by so fast that people did not 
consciously notice them, but it was reported that on nights with frames present, Coke and 
popcorn sales were significantly higher than on days they were left off.  This led Congress to 
ban the use of subliminal advertising.  First of all, there is a question as to whether this 
experiment ever took place or whether this information was simply made up.  Secondly, no 
one has been able to replicate these findings.  There is research to show that people will start 
to giggle with embarrassment when they are briefly exposed to “dirty” words in an 
experimental machine.  Here, again, the exposure is so brief that the subjects are not aware of 
the actual words they saw, but it is evident that something has been recognized by the 
embarrassment displayed. 

Learning and Memory 
 
Background. 
 
Learning involves "a change in the content or organization of long term memory and/or 
behaviour." The first part of the definition focuses on what we know (and can thus put to use) 
while the second focuses on concrete behaviour. For example, many people will avoid foods 
that they consumed shortly before becoming ill. Learning is not all knowledge based. For 
example, we may experience the sales people in one store being nicer to us than those in the 
other. We thus may develop a preference for the one store over the other; however, if 
pressed, we may not be able to give a conscious explanation as to the reason for our 
preference.  
Much early work on learning was actually done on rats and other animals (and much of this 
research was unjustifiably cruel, but that is another matter). 
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Classical conditioning. 
 
 Pavlov’s early work on dogs was known as classical conditioning. Pavlov discovered that 
when dogs were fed meat powder they salivated. Pavlov then discovered that if a bell were 
rung before the dogs were fed, the dogs would begin salivating in anticipation of being fed 
(this was efficient, since they could then begin digesting the meat powder immediately). 
Pavlov then found that after the meat had been "paired" with the meat powder enough times, 
Pavlov could ring the bell without feeding the dogs and they would still salivate.  
In the jargon of classical conditioning, the meat powder was an unconditioned stimulus (US) 
and the salivation was, when preceded by the meat powder, an unconditioned response (UR). 
That is, it is a biologically "hard-wired" response to salivate when you are fed. By pairing the 
bell with the unconditioned stimulus, the bell became a conditioned stimulus (CS) and 
salivation in response to the bell (with no meat powder) became a conditioned response 
(CR). 
Many modern day advertisers use classical conditioning in some way. Consider this 
sequence: 

 
Operant conditioning. Instrumental, or operant, conditioning, involves a different series of 
events, and this what we usually think of as learning. The general pattern is: 

 
There are three major forms of operant learning. In positive reinforcement, an individual 
does something and is rewarded. He or she is then more likely to repeat the behavior. For 
example, you eat a candy bar (behavior), it tastes good (consequence), and you are thus more 
likely to eat a similar candy bar in the future (behavioral change). 
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Punishment is the opposite. You eat what looks like a piece of candy (behaviour), only to 
discover that it is a piece of soap with a foul taste (consequences), and subsequently you are 
less likely to eat anything that looks remotely like that thing ever again (changed behaviour). 
It should be noted that negative reinforcement is very different from punishment. An example 
of negative reinforcement is an obnoxious sales person who calls you up on the phone, 
pressuring you into buying something you don’t want to do (aversive stimulus). You 
eventually agree to buy it (changed behaviour), and the sales person leaves you alone (the 
aversive stimulus is terminated as a result of consequences of your behaviour).  
In general, marketers usually have relatively little power to use punishment or negative 
reinforcement. However, parking meters are often used to discourage consumers from taking 
up valuable parking space, and manufacturers may void warranties if the consumers take 
their product to non-authorized repair facilities. 
 
Several factors influence the effectiveness of operant learning. In general, the closer in time 
the consequences are to the behaviour, the more effective the learning. That is, electric 
utilities would be more likely to influence consumers to use less electricity at peak hours if 
the consumers actually had to pay when they used electricity (e.g., through a coin-slot) rather 
than at the end of the month. Learning is also more likely to occur when the individual can 
understand a relationship between behaviour and consequences (but learning may occur even 
if this relationship is not understood consciously). 
 
Another issue is schedules of reinforcement and extinction. Extinction occurs when 
behaviour stops having consequences and the behaviour then eventually stops occurring. For 
example, if a passenger learns that yelling at check-in personnel no longer gets her upgraded 
to first class, she will probably stop that behaviour. Sometimes, an individual is rewarded 
every time a behaviour is performed (e.g., a consumer gets a soft drink every time coins are 
put into a vending machine). However, it is not necessary to reward behaviour every time for 
learning to occur. Even if behaviour is only rewarded some of the time, the behaviour may be 
learned. Several different schedules of reinforcement are possible: 

• Fixed interval: The consumer is given a free dessert on every Tuesday when he or she 
eats in a particular restaurant.  

• Fixed ratio: Behavior is rewarded (or punished) on every nth occasion that it is 
performed. (E.g., every tenth time a frequent shopper card is presented, a free product 
is provided).  
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• Variable ratio: Every time an action is performed, there is a certain percentage 
chance that a reward will be given. For example, every time the consumer enters the 
store, he or she is given a lottery ticket. With each ticket, there is a 20% chance of 
getting a free hamburger. The consumer may get a free hamburger twice in a row, or 
he or she may go ten times without getting a hamburger even once.  

Variable ratio reinforcement is least vulnerable to extinction.  
Sometimes, shaping may be necessary to teach the consumer the desired behaviour. That is, 
it may be impossible to teach the consumer to directly perform the desired behaviour. For 
example, a consumer may first get a good product for free (the product itself, if good, is a 
reward), then buy it with a large cents off coupon, and finally buy it at full price. Thus, we 
reinforce approximations of the desired behaviour. Rather than introducing Coca Cola 
directly in Indonesia, fruit flavoured soft drinks were first introduced, since these were more 
similar to beverages already consumed. 
 
Vicarious learning. The consumer does not always need to go through the learning process 
himself or herself—sometimes it is possible to learn from observing the consequences of 
others. For example, stores may make a big deal out of prosecuting shop lifters not so much 
because they want to stop that behaviour in the caught, but rather to deter the behaviour in 
others. Similarly, viewers may empathize with characters in advertisements that experience 
(usually positive) results from using a product. The Head ‘n’ Shoulders advertisement, where 
a poor man is rejected by women until he treats his dandruff with an effective cure, is a good 
example of vicarious learning. 
 
Memory ranges in duration on a continuum from extremely short to very long term.  Sensory 
memory includes storage of stimuli that one might not actually notice (e.g., the color of an 
advertisement some distance away).  For slightly longer duration, when you see an ad on TV 
for a mail order product you might like to buy, you only keep the phone number in memory 
until you have dialed it.  This is known as short term memory.  In order for something to 
enter into long term memory, which is more permanent, you must usually “rehearse” it 
several times.  For example, when you move and get a new phone number, you will probably 
repeat it to yourself many times.  Alternatively, you get to learn your driver’s license or 
social security numbers with time, not because you deliberately memorize them, but instead 
because you encounter them numerous times as you look them up. 
 
Several techniques can be used to enhance the memorability of information.  “Chunking” 
involves rearranging information so that fewer parts need to be remembered.  For 
example, consider the phone number (800) 444-1000.  The eight digits can be more 
economically remembered as an 800 number (1 piece), four repeated 3 times (2 pieces), and 
1000 (1-2 pieces).  “Rehearsal” involves the consumer repeating the information over and 
over so that it can be remembered; this is often done so that a phone number can be 
remembered while the “memoree” moves to the phone to dial it.  “Recirculation” involves 
repeated exposure to the same information; the information is not learned deliberately, but is 
gradually absorbed through repetition.  Thus, it is to the advantage to a marketer to have an 
advertisement repeated extensively—especially the brand name.  “Elaboration” involves the 
consumer thinking about the object—e.g., the product in an advertisement—and thinking 
about as many related issues as possible.  For example, when seeing an ad for Dole bananas, 
the person may think of the color yellow, going to the zoo seeing a monkey eating a banana, 
and her grandmother’s banana-but bread.  The Dole brand name may then be activated when 
any of those stimuli are encountered. 
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Memories are not always easily retrievable.  This could be because the information was 
given lower priority than something else—e.g., we have done a lot of things since last buying 
a replacement furnace filter and cannot remember where this was bought last.  Other times, 
the information can be retrieved but is not readily “available”—e.g., we will be able to 
remember the location of a restaurant we tried last time we were in Paris, but it may take 
some thinking before the information emerges. 
 
“Spreading activation” involves the idea of one memory “triggering” another one.  For 
example, one might think of Coke every time one remembers a favorite (and very wise) 
professor who frequently brought one to class.  Coke might also be tied a particular 
supermarket that always stacked a lot of these beverages by the entrance, and to baseball 
where this beverage was consumed after the game.  It is useful for firms to have their product 
be activated by as many other stimuli as possible. 
 
There are numerous reasons why retrieval can fail or, in less fancy terms,  how we come to 
forget.  One is decay.  Here, information that is not accessed frequently essentially “rusts” 
away.  For example, we may not remember the phone number of a friend to whom we have 
not spoken for several months and may forget what brand of bullets an aunt prefers if we 
have not gone ammunition shopping with her lately.  Other times, the problem may rest in 
interference.  Proactive interference involves something we have learned interfering with 
what we will late later.  Thus, if we remember that everyone in our family always used Tide, 
we may have more difficulty later remembering what other brands are available.  You may 
be unable to remember what a new, and less important, friend’s last name is if that person 
shares a first name with an old friend.  For example, if your best friend for many years has 
been Jennifer Smith, you may have difficulty remembering that your new friend Jennifer’s 
last name is Silverman.  In retroactive interference, the problem is the reverse—learning 
something new blocks out something old.  For example, if you once used WordPerfect than 
then switched to Microsoft Word, you may have trouble remembering how to use 
WordPerfect at a friend’s house—more so than if you had merely not used any word 
processing program for some time. 
 
Memorability can be enhanced under certain conditions.  One is more likely to remember 
favourable—or likable stimuli (all other things being equal).  Salience—or the extent to 
which something is highly emphasized or very clearly evident—facilitates memory.  Thus, a 
product which is very visible in an ad and handled and given attention by the actors, will 
more likely be remembered.  Prototypicality involves the extent to which a stimulus is a 
“perfect” example of a category. Therefore, people will more likely remember Coke or 
Kleenex than competing brands.  Congruence involves the “fit” with a situation.  Since 
memory is often reconstructed based on what seems plausible, something featured in an 
appropriate setting—e.g., charcoal on a porch next to a grill rather than in a garage or 
kitchen—is more likely to be remembered (unless the incongruence triggers an elaboration—
life is complicated!)  Redundancies involve showing the stimulus several times.  Thus, if a 
given product is shown several places in a house—and if the brand name is repeated—it is 
more likely to be remembered. 
 
Priming involves tying a stimulus with something so that if “that something” is encountered, 
the stimulus is more likely to be retrieved.  Thus, for example, when one thinks of 
anniversaries, the Hallmark brand name is more likely to be activated.  (This is a special case 
of spreading activation discussed earlier). 
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A special issue in memory are so called “scripts,” or procedures we remember for doing 
things. Scripts involve a series of steps for doing various things (e.g., how to send a 
package).  In general, it is useful for firms to have their brand names incorporated into scripts 
(e.g., to have the consumer reflexively ask the pharmacist for Bayer rather than an 
unspecified brand of aspirin). 
 
Positioning involves implementing our targeting.  For example, Apple Computer has chosen 
to position itself as a maker of user-friendly computers.  Thus, Apple has done a lot through 
its advertising to promote itself, through its unintimidating icons, as a computer for “non-
geeks.”  The Visual C software programming language, in contrast, is aimed a “techies.” 
Repositioning involves an attempt to change consumer perceptions of a brand, usually 
because the existing position that the brand holds has become less attractive.  Sears, for 
example, attempted to reposition itself from a place that offered great sales but unattractive 
prices the rest of the time to a store that consistently offered “everyday low prices.”  
Repositioning in practice is very difficult to accomplish.  A great deal of money is often 
needed for advertising and other promotional efforts, and in many cases, the repositioning 
fails. 
 
6.2.4 Culture and Subculture 
 

Culture and Subculture 
 
Culture is part of the external influences that impact the consumer. That is, culture represents 
influences that are imposed on the consumer by other individuals. 
The definition of culture offered in one textbook is “That complex whole which includes 
knowledge, belief, art, morals, custom, and any other capabilities and habits acquired by man 
person as a member of society.”  From this definition, we make the following observations: 

• Culture, as a “complex whole,” is a system of interdependent components.  
• Knowledge and beliefs are important parts.  In the U.S., we know and believe that a 

person who is skilled and works hard will get ahead. In other countries, it may be 
believed that differences in outcome result more from luck.  “Chunking,” the name 
for China in Chinese literally means “The Middle Kingdom.”  The belief among 
ancient Chinese that they were in the center of the universe greatly influenced their 
thinking.  

• Other issues are relevant.  Art, for example, may be reflected in the rather arbitrary 
practice of wearing ties in some countries and wearing turbans in others.  Morality 
may be exhibited in the view in the United States that one should not be naked in 
public.  In Japan, on the other hand, groups of men and women may take steam baths 
together without perceived as improper.  On the other extreme, women in some Arab 
countries are not even allowed to reveal their faces.  Notice, by the way, that what at 
least some countries view as moral may in fact be highly immoral by the standards of 
another country.  For example, the law that once banned interracial marriages in 
South Africa was named the “Immorality Act,” even though in most civilized 
countries this law, and any degree of explicit racial prejudice, would itself be 
considered highly immoral.  
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Culture has several important characteristics:  
 
 (1)  Culture is comprehensive.  This means that all parts must fit together in some logical 
fashion.  For example, bowing and a strong desire to avoid the loss of face are unified in their 
manifestation of the importance of respect.   
 
(2)  Culture is learned rather than being something we are born with.  We will consider the 
mechanics of learning later in the course.  
 
 (3)  Culture is manifested within boundaries of acceptable behaviour.  For example, in 
American society, one cannot show up to class naked, but wearing anything from a suit and 
tie to shorts and a T-shirt would usually be acceptable.  Failure to behave within the 
prescribed norms may lead to sanctions, ranging from being hauled off by the police for 
indecent exposure to being laughed at by others for wearing a suit at the beach.   
 
(4)  Conscious awareness of cultural standards is limited.  One American spy was intercepted 
by the Germans during World War II simply because of the way he held his knife and fork 
while eating.  
 
 (5)  Cultures fall somewhere on a continuum between static and dynamic depending on how 
quickly they accept change.  For example, American culture has changed a great deal since 
the 1950s, while the culture of Saudi Arabia has changed much less. 
 
Dealing with culture. 
 
  Culture is a problematic issue for many marketers since it is inherently nebulous and often 
difficult to understand.  One may violate the cultural norms of another country without being 
informed of this, and people from different cultures may feel uncomfortable in each other’s 
presence without knowing exactly why (for example, two speakers may unconsciously 
continue to attempt to adjust to reach an incompatible preferred interpersonal distance). 
 
Warning about stereotyping.  
 
 When observing a culture, one must be careful not to over-generalize about traits that one 
sees.  Research in social psychology has suggested a strong tendency for people to perceive 
an “outgroup” as more homogenous than an “ingroup,” even when they knew what members 
had been assigned to each group purely by chance.  When there is often a “grain of truth” to 
some of the perceived differences, the temptation to over-generalize is often strong.  Note 
that there are often significant individual differences within cultures. 
 
Cultural lessons. 
  
 We considered several cultural lessons in class; the important thing here is the big picture.   
For example, within the Muslim tradition, the dog is considered a “dirty” animal, so 
portraying it as “man’s best friend” in an advertisement is counter-productive.  Packaging, 
seen as a reflection of the quality of the “real” product, is considerably more important in 
Asia than in the U.S., where there is a tendency to focus on the contents which “really 
count.”  Many cultures observe significantly greater levels of formality than that typical in 
the U.S., and Japanese negotiator tend to observe long silent pauses as a speaker’s point is 
considered. 
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Cultural characteristics as a continuum.  
 
 There is a tendency to stereotype cultures as being one way or another (e.g., individualistic 
rather than collectivistic).  Note, however, countries fall on a continuum of cultural traits.  
Hofstede’s research demonstrates a wide range between the most individualistic and 
collectivistic countries, for example—some fall in the middle. 
 
Hofstede’s Dimensions. 
 
  Gert Hofstede, a Dutch researcher, was able to interview a large number of IBM executives 
in various countries, and found that cultural differences tended to center around four key 
dimensions: 

• Individualism vs. collectivism:  To what extent do people believe in individual 
responsibility and reward rather than having these measures aimed at the larger 
group?  Contrary to the stereotype, Japan actually ranks in the middle of this 
dimension, while Indonesia and West Africa rank toward the collectivistic side.  The 
U.S., Britain, and the Netherlands rate toward individualism. 

 

• Power distance:  To what extent is there a strong separation of individuals based on 
rank?  Power distance tends to be particularly high in Arab countries and some Latin 
American ones, while it is more modest in Northern Europe and the U.S.  

 

• Masculinity vs. femininity involves a somewhat more nebulous concept.   
“Masculine” values involve competition and “conquering” nature by means such as 
large construction projects, while “feminine” values involve harmony and 
environmental protection.   Japan is one of the more masculine countries, while the 
Netherlands rank relatively low.  The U.S. is close to the middle, slightly toward the 
masculine side. (The fact that these values are thought of as “masculine” or 
“feminine” does not mean that they are consistently held by members of each 
respective gender—there are very large “within-group” differences.  There is, 
however, often a large correlation of these cultural values with the status of women.) 

 

• Uncertainty avoidance involves the extent to which a “structured” situation with clear 
rules is preferred to a more ambiguous one; in general, countries with lower 
uncertainty avoidance tend to be more tolerant of risk.  Japan ranks very high.  Few 
countries are very low in any absolute sense, but relatively speaking, Britain and 
Hong Kong are lower, and the U.S. is in the lower range of the distribution.  

Although Hofstede’s original work did not address this, a fifth dimension of long term vs. 
short term orientation has been proposed.  In the U.S., managers like to see quick results, 
while Japanese managers are known for take a long term view, often accepting long periods 
before profitability is obtained. 
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High vs. low context cultures:  
 
 In some cultures, “what you see is what you get”—the speaker is expected to make his or 
her points clear and limit ambiguity.  This is the case in the U.S.—if you have something on 
your mind, you are expected to say it directly, subject to some reasonable standards of 
diplomacy.  In Japan, in contrast, facial expressions and what is not said may be an important 
clue to understanding a speaker’s meaning.  Thus, it may be very difficult for Japanese 
speakers to understand another’s written communication.  The nature of languages may 
exacerbate this phenomenon—while the German language is very precise, Chinese lacks 
many grammatical features, and the meaning of words may be somewhat less precise.  
English ranks somewhere in the middle of this continuum. 
 
 
Ethnocentrism and the self-reference criterion.   
 
The self-reference criterion refers to the tendency of individuals, often unconsciously, to use 
the standards of one’s own culture to evaluate others.  For example, Americans may perceive 
more traditional societies to be “backward” and “unmotivated” because they fail to adopt 
new technologies or social customs, seeking instead to preserve traditional values.  In the 
1960s, a supposedly well read American psychology professor referred to India’s culture of 
“sick” because, despite severe food shortages, the Hindu religion did not allow the eating of 
cows.  The psychologist expressed disgust that the cows were allowed to roam free in 
villages, although it turns out that they provided valuable functions by offering milk and 
fertilizing fields.  Ethnocentrism is the tendency to view one’s culture to be superior to 
others.  The important thing here is to consider how these biases may come in the way in 
dealing with members of other cultures. 
It should be noted that there is a tendency of outsiders to a culture to overstate the similarity 
of members of that culture to each other.  In the United States, we are well aware that there is 
a great deal of heterogeneity within our culture; however, we often underestimate the 
diversity within other cultures.  For example, in Latin America, there are great differences 
between people who live in coastal and mountainous areas; there are also great differences 
between social classes. 
 
Language Issues.   
 
Language is an important element of culture.  It should be realized that regional differences 
may be subtle.  For example, one word may mean one thing in one Latin American country, 
but something off-color in another.  It should also be kept in mind that much information is 
carried in non-verbal communication.  In some cultures, we nod to signify “yes” and shake 
our heads to signify “no;” in other cultures, the practice is reversed.  Within the context of 
language: 

• There are often large variations in regional dialects of a given language.  The 
differences between U.S., Australian, and British English are actually modest 
compared to differences between dialects of Spanish and German.  

• Idioms involve “figures of speech” that may not be used, literally translated, in other 
languages.  For example, baseball is a predominantly North and South American 
sport, so the notion of “in the ball park” makes sense here, but the term does not carry 
the same meaning in cultures where the sport is less popular.  
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• Neologisms involve terms that have come into language relatively recently as 
technology or society involved.  With the proliferation of computer technology, for 
example, the idea of an “add-on” became widely known.  It may take longer for such 
terms to “diffuse” into other regions of the world.  In parts of the World where 
English is heavily studied in schools, the emphasis is often on grammar and 
traditional language rather than on current terminology, so neologisms have a wide 
potential not to be understood.  

• Slang exists within most languages.  Again, regional variations are common and not 
all people in a region where slang is used will necessarily understand this.  There are 
often significant generation gaps in the use of slang.  

 

Writing patterns, or the socially accepted ways of writing, will differs significantly between 
cultures.  
 
 

 
 
 
 
In English and Northern European languages, there is an emphasis on organization and 
conciseness.  Here, a point is made by building up to it through background.  An introduction 
will often foreshadow what is to be said.  In Romance languages such as Spanish, French, 
and Portuguese, this style is often considered “boring” and “inelegant.”  Detours are expected 
and are considered a sign of class, not of poor organization.  In Asian languages, there is 
often a great deal of circularity.  Because of concerns about potential loss of face, opinions 
may not be expressed directly.  Instead, speakers may hint at ideas or indicate what others 
have said, waiting for feedback from the other speaker before committing to a point of view. 
Because of differences in values, assumptions, and language structure, it is not possible to 
meaningfully translate “word-for-word” from one language to another.  A translator must 
keep “unspoken understandings” and assumptions in mind in translating.  The intended 
meaning of a word may also differ from its literal translation.  For example, the Japanese 
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word hai  is literally translated as “yes.”  To Americans, that would imply “Yes, I agree.”  To 
the Japanese speaker, however, the word may mean “Yes, I hear what you are saying” 
(without any agreement expressed) or even “Yes, I hear you are saying something even 
though I am not sure exactly what you are saying.” 
 
Differences in cultural values result in different preferred methods of speech.  In American 
English, where the individual is assumed to be more in control of his or her destiny than is 
the case in many other cultures, there is a preference for the “active” tense (e.g., “I wrote the 
marketing plan”) as opposed to the passive (e.g., “The marketing plan was written by me.”) 
Because of the potential for misunderstandings in translations, it is dangerous to rely on a 
translation from one language to another made by one person.  In the “decentring” method, 
multiple translators are used.   
 
 

 
 
The text is first translated by one translator—say, from German to Mandarin Chinese.  A 
second translator, who does not know what the original German text said, will then translate 
back to German from Mandarin Chinese translation.  The text is then compared.  If the 
meaning is not similar, a third translator, keeping in mind this feedback, will then translate 
from German to Mandarin.  The process is continued until the translated meaning appears to 
be satisfactory.  
 
Different perspectives exist in different cultures on several issues; e.g.: 

• Mono-chronic cultures tend to value precise scheduling and doing one thing at a time; 
in poly-chronic cultures, in contrast, promptness is valued less, and multiple tasks 
may be performed simultaneously.   

• Space is perceived differently.  Americans will feel crowded where people from more 
densely populated countries will be comfortable.  

• Symbols differ in meaning.  For example, while white symbols purity in the U.S., it is 
a symbol of death in China.  Colors that are considered masculine and feminine also 
differ by culture.  

• Americans have a lot of quite shallow friends toward whom little obligation is felt; 
people in European and some Asian cultures have fewer, but more significant 
friends.  For example, one Ph.D. student from India, with limited income, felt 
obligated to try buy an airline ticket for a friend to go back to India when a relative 
had died.  



 
 

91

• In the U.S. and much of Europe, agreements are typically rather precise and 
contractual in nature; in Asia, there is a greater tendency to settle issues as they come 
up.  As a result, building a relationship of trust is more important in Asia, since you 
must be able to count on your partner being reasonable.  

• In terms of etiquette, some cultures have more rigid procedures than others.  In some 
countries, for example, there are explicit standards as to how a gift should be 
presented.  In some cultures, gifts should be presented in private to avoid 
embarrassing the recipient; in others, the gift should be made publicly to ensure that 
no perception of secret bribery could be made.  

 

6.3  Stages in consumer decision process 
 
 

The consumer decision-making process 
 
Imagine that you need a new cell phone. The first step is recognizing your need. (You can 
insert 'want' or 'desire' instead of need.) Though you may have an idea of which phone you 
would like to purchase, you research your options to narrow the possibilities.  
If you're a male, you go online and investigate manufacturers, resellers, and independent 
consumer organizations. You ask friends and colleagues for advice, and you visit a few stores 
to "kick the tires." You compare you options and finally decide to purchase what seems to be 
the best alternative, based on criteria like design, features, price. For men, this is a linear 
process. 
 
If you're female you go through a much different, non-linear, decision making process that 
takes into account different variables than males typically choose. Men perceive this process 
as introducing a lot of extraneous noise into what should be a straight forward decision about 
cost vs. benefits. Women are actually much harder to please because they're also buying a 
cell phone based on: What color it is. How it fits in their purse. cute factor, etc. They're 
deciding how much 'faith or trust' to put in the business. One process is not 'better' than the 
other, they're just different. 
Warning: This is where many men don't get it. Women are using criteria that men don't 
understand so men tend to disregard this process. While women are harder to please, they are 
much more loyal consumers if you can satisfy them initially. Men look for features, women 
look for faith.  
After your purchase, you assess whether it lives up to your expectations. You might find that 
the phone is able to do what the manufacture promised, but that the navigation is 
unmanageable. You decide that you will never buy this brand again. 
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Your decision-making process can be described as five different stages: 
 

 
 
The customer decision-making process and its five stages 
 
The complexity of this process can range from careful analysis to pure impulse. While an 
impulse buy, such as adding additional services or products to an existing appointment, can 
take place instantaneously, complex purchase decisions stretch over a long period of time. 
This buying process is an iterative process, where patients may collect information from 
different sources and repeatedly return to re-evaluate and compare the information they have 
found. Women are particularly adept at this and consider any number of points that you may 
not be aware of in this decision making process. One of the most important of these could be 
described as 'feel'. (Men typically descry this type of methodology, often causing them to 
dismiss what women see as the most important part of their decision making.) 

The customer funnel 
 

The Web is a great tool for information research. Studies show that the Internet is now the 
primary means by which people get key information. This counts for commerce in particular. 
People expect to be able to find information about products they are considering buying, 
even if a company doesn't sell its products online. 
 
Considering peoples' high expectations about the information and services available online, 
it's disturbing to see just how bad commerce web sites are at selling. 
 
Let’s look at a study on consumer buying patterns online as an illustration: From their tests of 
consumer commerce, researchers from the usability consultancy UIE have discovered that 
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the buying process acts as a sieve, where customers are inadvertently filtered out at each 
stage of their decision-making process. UIE's studies show that out of 100% of purchase-
ready customers completely intent on buying; only 34% will actually make the purchase. 
 
 

 
Studies show that buying process acts as a sieve, where customers are inadvertently 
filter out at each stage of their decision-making process. 
  
At the information search stage, 9% weren't able to find the products they were looking for 
because they couldn't identify the right product category or find product options. 8% of the 
shoppers who succeeded in finding products gave up because the product lists didn't provide 
enough information to identify purchase options, or because they were confused by going 
back and forth between product lists and product description pages in order to decide if the 
products would fit their needs.  
UIE's researchers found that the major problems occur when customers want to evaluate 
alternatives. Only 25% of the shoppers who reached this stage proceeded to the next. Some 
stopped because they realized none of the products would fit their needs, but most because 
the product information was so inadequate that they couldn't tell if the products they were 
interested in satisfied their needs. 
At the purchase stage, 13% dropped out because they didn't want to go through the required 
registration process or because they where disappointed by poor shipping charge policies. 
UIE also found a surprisingly high amount of problems in the purchase evaluation stage. 
11% percent of the shoppers where either so unhappy with a product that they returned it. 
Some of the shoppers told UIE that they returned a product because it wasn't what they 
expected, which suggest a failure in setting up the right expectations in the product 
evaluation stage. 
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Knowing the customers' decision-making process 
 

The most interesting thing about the study is that while they observed critical usability 
problems because of inadequate or poor information: 

• Customers couldn't identify purchase options  
• Customers couldn't decide if the products would satisfy their needs  
• The product presentations and descriptions raised wrong expectations, which made 

customers unhappy with their purchases 

Businesses simply fail in supporting the consumer decision-making process by not taking 
their customers' information needs into account.  
 
As a Physician, you will have little chance of knowing exactly which information needs 
patients have when evaluating specific services or treatments. To support the ' decision-
making process, you need to understand which needs and concerns they have when making a 
purchase decision. There will often be patients who unintentionally mislead you by 
discussing a number of issues that appear to be of equal weight when they really have an 
overriding concern. You need to recognize how to discern exactly what a patients hierarchy 
of wants is. 
 
The most effective way of discerning what is motivating your patients is to ask a number of 
very specific questions during a consultation. Surface physicians are trained, sometimes 
through trial and error, to ascertain the specific motivations that brought a patient in so that 
they can support the patient’s decision-making process.  
 
Information search 
The basic prerequisites for patients making their way through the information search stage is 
that they are able to find services that fit their perceived needs, and that they can easily 
identify their available options. 
In order to support the decision-making process at this stage, you'll need to know: 

• How will potential patients be inquiring about purchase options?  
• What basic information do patients need in order to identify purchase options?  
• What information do patients need in order to decide which product criteria are 

important to them? 
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Evaluation of alternatives 
The problem with the operations in most clinics is that there are systems in place to 
effectively solicit this information. We saw above how a large number of customers dropped 
out at this stage simply because the information provided was inadequate. They couldn't 
decide whether the products they were interested in would fit their needs. All of your staff 
(especially the physician) should be acting as a skilled educator, and have answers ready to 
any question or concern that the customer might have. 
Some of the critical questions that you need answer to are: 

• What information does the patient need when evaluating treatment alternatives?  
• Which product evaluation criteria will customers be using and which are most 

important?  
• Which concerns will the customers have and how can we address them proactively?  
• How can we encourage patients to maintain contact with the clinic? 

Purchase decision 
At this stage emphasis should be on providing the easiest possible way for patients to carry 
their purchase through. In the UIE example, we saw how obstructive policies made the 
process difficult. Patients want an easy way to find out where and how to buy. 

Purchase evaluation 
The outcome of the post-purchase evaluation stage is a level of customer satisfaction or 
dissatisfaction, which is determined by the customer's overall feelings about the effectiveness 
of the treatment and the experience. 
The number on effect on patient satisfaction is the management of patient expectations. Most 
patient dissatisfaction is a consequence of not encouraging accurate customer expectations at 
the product evaluation stage. In order to avoid this, we have to make sure that the entire 
system, from initial contact to treatment, sets up the right expectations. 

Designing for customer decision-making 
Once we feel confident about customers' needs and concerns, our next challenge is to decide 
how to present the information to the customers in a way that supports the decision-making 
process. This is as much science as art. It is common for physicians to inflate their abilities in 
this regard. It's been my experience that every physician can benefit from constructive 
criticism and training in presentation. Patient feedback to physicians is clouded by the 
patient/physician relationship. The result is that physicians feel that they are perfect 
communicators when they are not. 
 



 
 

96

 

6.4 Consumer decision rules 
 

 

Rule 1: 

If - at this stage of the decision-making process - only price is important, the consumer 
buys the cheapest good that survives to minimal quality requirements.  

Please note that each consumer is free to set quality requirements, so that this rule is just 
for choosing inside a selected group of goods. If the consumer sets its requirements quite 
high, this would produce a purchase of a high-quality good.  

Rule 2:  

If - at this stage - only quality is important, the consumer buys the best good he can 
afford. Given the reserve price, he will buy the good whose "overall quality" is the 
highest and each feature has a "sufficient" score. 

To apply this rule, one has to build a measure of "overall quality", as we shall see in a 
moment. 

Rule 3: 

A third group of consumers tries to balance price and quality, then they will choose the 
best value - for - money product. 

Once computed a measure of "overall quality", it can be simply divided by the price, so 
to order goods in terms of value-for-money. 
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7.0 Role of Product Management in Retail Business 
 

Product (or service) management includes a wide range of management activities, ranging 
from the time that there's a new idea for a product to eventually providing ongoing support to 
customers who have purchased the new product. Every organization conducts product 
management, whether it's done intentionally or unintentionally. 

This module provides a wide overview of considerations in developing and managing a 
product. How a product is developed or managed is depends very much on the nature of the 
organization and its products, for example, retail, manufacturing, wholesale, etc. Note that 
different people might even have different categorizations for the activities described below. 

Retail Product Management represents a specialist text resource for students of retail 
management or marketing courses and modules, providing the reader with the opportunity to 
acquire a deeper knowledge of a key area of retailing management - managing the product 
range - which more generalist retail textbooks are unable to offer. Designed to be 
challenging, yet approachable to students, this book links established academic theory to the 
buying and merchandising functions within retail organizations, and current operational 
practice. Covering all retail operations which revolve around the procurement of products, 
from stock level management, through allocation of outlet space for products, to the 
placement of products within the retail environment 
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7.2 Brand Management and Retailing 
 
 
Brand Management and Retailing 
 

The consumer goods industry has been suffering from a stagnant economy and consumers' 
reserved buying behavior. Discounters and private label brands have also put pressure on the 
industry. As the study shows, premium brands are successfully growing despite a difficult 
market-environment. 

The study analyzed nearly 2,000 brands in Germany from 2001 to 2004. Roughly one sixth 
of them turned out to be premium brands, based on the criterion ">150% over the category 
base-price” 

Premium brand manufacturers are aiming to achieve the right marketing mix for their 
premium products. The following five success factors are crucial for them: 

• Premium brands should also be distributed by discounters  
• From time to time, promotional campaigns should be launched, even with hefty price 

discounts  
• Traditional advertising should not be disregarded  
• Continuity rather than dynamism should be pursued with messages and images  
• The details (e.g. packaging design) should not be neglected.  

Since only 20% of all premium brands are very successful, an effective premium strategy is 
vital 

 
7.3         Merchandise Budget 
 

Selecting and buying merchandise for a retail operation is one of the keys to making the store 
a success. A buyer is an important member of a store's staff. The buyer must operate within a 
budget so the store can be profitable. Deciding how much money to spend on merchandise 
and where to spend it is difficult at best. 

Step1 
 
Learn what the total budget has been for previous years for all retail stock. If you know that 
you will spend the same amount of money this buying season, you know your budgeting 
constraints already. If you can spend more, your job will focus on making a decision about 
how to allocate available funds.  
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Step2 
 
Know your merchandising cycle. If you sell winter coats, you have a different cycle than if 
you sell water skis. Check previous years' activity for cycles and sales volume. Know what 
was in stock at the beginning and end of each month, and what had to be discounted to be 
sold. That will make a difference in budget allocations for that department or that item.  
 
Step3 
 
Know your space constraints. Obviously what you buy has to have a place to be stored or 
displayed. If item are being stored somewhere, they are not being seen by the customer, so 
are not making any money. To write a budget, you must know how much merchandise must 
be stored and where before you can buy it. The more merchandise that can be displayed, the 
larger sales are.  
 
Step4 
 
Determine if your budget can be increased because of store remodeling and a possible 
increase in display space, and if you are changing some sales classifications, eliminating 
items or adding a new direction in sales? Consider these changes when compiling a 
merchandise budget.  
 
Step5 
 
Find out what your competition is doing. This can have a direct impact on your merchandise 
budget. Decide on what to spend and where based on your knowledge of what you and your 
competition are selling.  
 
Step6 
 
Know your demographics. These factors can change how much you spend on merchandise 
and its various classifications.  
 
Step7 
 
Determine your annual sales per square foot. Then divide by 52 to arrive at your estimated 
sales per week. Write your budget accordingly. You will not buy merchandise for a week if it 
sold badly the same week last year.  
 
Step8 
 
Plan for all losses from sales, markdowns, clearances, discounts, shoplifting, employee theft, 
damage to merchandise and record keeping errors. Factor this into your budget.  
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Step9 
 
A merchandise budget must allow the store to fulfill sales goals, avoid being out of stock, 
prevent overstock and minimize inventory investment 
 
7.4       Life cycle stages 
 
 
The Life Cycle is based upon the biological life cycle. For example, a seed is planted 
(introduction); it begins to sprout (growth); it shoots out leaves and puts down roots as it 
becomes an adult (maturity); after a long period as an adult the plant begins to shrink and die 
out (decline). 
 
In theory it's the same for a product. After a period of development it is introduced or 
launched into the market; it gains more and more customers as it grows; eventually the 
market stabilizes and the product becomes mature; then after a period of time the product is 
overtaken by development and the introduction of superior competitors, it goes into decline 
and is eventually withdrawn 
 
However, most products fail in the introduction phase. Others have very cyclical maturity 
phases where declines see the product promoted to regain customers 
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7.5        Inventory plan 
 
One of the most important aspects of inventory control is to have the items in stock at the 
moment they are needed. This includes going into the market to buy the goods early enough 
to ensure delivery at the proper time. Thus, buying requires advance planning to determine 
inventory needs for each time period and then making the commitments without 
procrastination.  
 
For retailers, planning ahead is very crucial. Since they offer new items for sale months 
before the actual calendar date for the beginning of the new season, it is imperative that 
buying plans be formulated early enough to allow for intelligent buying without any last 
minute panic purchases. The main reason for this early offering for sale of new items is that 
the retailer regards the calendar date for the beginning of the new season as the merchandise 
date for the end of the old season. For example, many retailers view March 21 as the end of 
the spring season, June 21 as the end of summer and December 21 as the end of winter. 
 
Part of your purchasing plan must include accounting for the depletion of the inventory. 
Before a decision can be made as to the level of inventory to order, you must determine how 
long the inventory you have in stock will last. For instance, a retail firm must formulate a 
plan to ensure the sale of the greatest number of units. Likewise, a manufacturing business 
must formulate a plan to ensure enough inventory is on hand for production of a finished 
product. 
In summary, the purchasing plan details: 

• When commitments should be placed; ! When the first delivery should be received;  
• When the inventory should be peaked;  
• When reorders should no longer be placed; and  
• When the item should no longer be in stock.  

Well planned purchases affect the price, delivery and availability of products for sale. 

 
7.6         Target Market Analysis 
 

The TMA, sometimes referred to as a general market study, is a study performed by 
marketing and economic professionals to identify current and future market needs and 
surpluses within a specific geographic area. Though a TMA can be performed on larger, 
regional areas, most studies focus on smaller markets such as city centers or specific 
neighborhoods. Such a study may quantifiably demonstrate an unmet local and regional 
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demand for specific retail, housing, and other services (based on style, price, location, etc). 
Though a study could conceivably be tailored to demonstrate quality of life issues, labor 
resources, and other location specific qualifications in an effort to attract large investment of 
the corporate nature, the TMA's primary function is to attract construction for office, retail, 
and residential (Avantini 2004). Additionally, such studies are used to recruit tenants for said 
uses.  

A TMA is generally contracted out to a specialized planning or marketing firm by a 
municipality or other EDC. The content of the information gathered is tailored to meet the 
client's needs. For example, a municipality may want to determine regional demand for a 
convention center or a struggling downtown may wish to determine the extent and type of 
housing demand. Often, such studies concentrate on retail, office, and residential demand in 
city centers.  

The process usually requires a few months, depending on the comprehensiveness of the 
study, and may or may not include specific planning and development recommendations. 
Data is gathered through a variety of traditional marketing techniques and by examining 
existing data. Such data sources and techniques include: demographic analysis, local 
economic and consumption data analysis, baseline market evaluation, local capacity analysis, 
resident and business surveys, telephone interviews, etc.  

Once completed, such studies assist cities throughout the visioning and planning process by 
giving direction concerning potential land-use, density, etc. Essentially, a municipality or 
EDC shall use a TMA to determine unmet demands in the market place and then 
accommodate such demands by planning and creating sites and/or recruiting tenants for 
vacant retail or office space. For a good example of a TMA in a downtown that addresses 
both local and regional markets 
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 Merchandise Management   
 
 
Structure 
 
8.0  Merchandise Budget 
 
8.1  Merchandise planning 
 
8.2  Merchandising Differentiation  
 8.2.1 Dimension of the Merchandising line 
 
8.3 Category management 
 
8.4 Merchandise Management   in bowins retail Segment (case) 
 
8.5 Evaluating merchandise Performance 
 
8.6 Financial Objectives of Merchandise 
 
 
8.0     Merchandise Budget 
  

Selecting and buying merchandise for a retail operation is one of the keys to making the store 
a success. A buyer is an important member of a store's staff. The buyer must operate within a 
budget so the store can be profitable. Deciding how much money to spend on merchandise 
and where to spend it is difficult at best. 

Learn what the total budget has been for previous years for all retail stock. If you know that 
you will spend the same amount of money this buying season, you know your budgeting 
constraints already. If you can spend more, your job will focus on making a decision about 
how to allocate available funds.  
 
Step2 
Know your merchandising cycle. If you sell winter coats, you have a different cycle than if 
you sell water skis. Check previous years' activity for cycles and sales volume. Know what 
was in stock at the beginning and end of each month, and what had to be discounted to be 
sold. That will make a difference in budget allocations for that department or that item.  
 
Step3 
Know your space constraints. Obviously what you buy has to have a place to be stored or 
displayed. If item are being stored somewhere, they are not being seen by the customer, so 
are not making any money. To write a budget, you must know how much merchandise must 
be stored and where before you can buy it. The more merchandise that can be displayed, the 
larger sales are.  
Step4 
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Determine if your budget can be increased because of store remodeling and a possible 
increase in display space, and if you are changing some sales classifications, eliminating 
items or adding a new direction in sales? Consider these changes when compiling a 
merchandise budget.  
 
Step5 
Find out what your competition is doing. This can have a direct impact on your merchandise 
budget. Decide on what to spend and where based on your knowledge of what you and your 
competition are selling.  
 
Step6 
Know your demographics. These factors can change how much you spend on merchandise 
and its various classifications.  
 
Step7 
Determine your annual sales per square foot. Then divide by 52 to arrive at your estimated 
sales per week. Write your budget accordingly. You will not buy merchandise for a week if it 
sold badly the same week last year.  
 
Step8 
Plan for all losses from sales, markdowns, clearances, discounts, shoplifting, employee theft, 
damage to merchandise and record keeping errors. Factor this into your budget.  
 
Step9 
A merchandise budget must allow the store to fulfill sales goals, avoid being out of stock, 
prevent overstock and minimize inventory investment 
 
 
Retail merchandising requires management of the merchandise budget including: 
 

1. Planning And Controlling Retail Sales 
2. Planning And Controlling Inventory Levels 
3. Planning And Controlling Retail Reductions 
4. Planning And Controlling Purchases 
5. Planning And Controlling Profit Margins 

 
 
8.1     Merchandise planning 
  
 
Step #1: Define Your Merchandise Policy 
 
A successful retail strategy is to be better than your completion in one of the following three 
key areas: 
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� Price 
 
� Service 
 
� Product 
 
At the same time, you must also remain competitive in the other two. Every retail 
organization must have a vision in order to provide it’s buyers with some insight into the 
following business components: 
 
�  Demographics of current and potential customers. 
�  Store’s image. 
�   Merchandise quality levels. 
�  Price point policy. 
�   Marketing approach. 
�  Customer service levels. 
�  Desired profit margins. 
 
This will allow you to develop a clear merchandise policy that outlines buying goals and 
objectives. Communicating this policy effectively will not only provide direction, but should 
also drive all decision making throughout the merchandise planning process. 
 
Step #2: Gather Historical Information 
 
In building your six month plan, the objective is to prepare a month-by-month total dollar-
purchasing schedule for the company. Then, repeat this process for the next level of detail 
(i.e. the departmental level). Depending on the sophistication of company information 
systems, each department can then be broken down into smaller segment "classes", for which 
a similar sales plan is prepared. The first step in preparing these plans is to pull the sales 
information for the same period last year. Not only should we gather actual sales numbers, 
but also statistics on returns, markdowns and any inventory carry-over. Unless your store is 
computerized, detail of this nature will not always be available. However, even a manual 
analysis of total merchandise purchases will provide you with an acceptable level of data, 
which is far better than having no information at all. 
 
Step #3: Perform Qualitative Analysis 
 
Build your store around your best customers. Most professionals will agree that the buying 
process is 90% analytical and 10% intuitive. In other words, you must do your homework to 
achieve any level of success. But your efforts will be rewarded. As the most critical aspect of 
a successful operation, buying/ merchandise management is what retail is all about. 
“Qualitative Analysis” refers to “identifying the proper components in a mixture”. In this 
case, the mixture is the merchandise plan and the components that affect this plan are as 
follows: 
 
Find out what they want and give it to them. 
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(a) Customer Profile Analysis 
 
� Who are our best customers, and what are their buying behaviors and attitudes? 
� Who do we want our customers to be? 
� Who are our secondary customers, and what should we be buying for them? Winning 

specialty store concepts focus on one “individual” and build their merchandise mix to 
please this specific shopper. Learn right away that you can't be everything to 
everybody. 

 
 
(b) Department Analysis 
 
To effectively forecast sales and purchase the right product, you need a further breakdown of 
your store’s major departments. For example, a typical family shoe store may have the 
following departments: 
 Men’s footwear, women's footwear, children's footwear and accessories. The men's 
department may be made up of the following subcategories or "classes": dress shoes, sport 
shoes, boots and slippers. To plan at the “class” level, you need sales and inventory data at 
the “class” level. 
 
(c) Key Department Trends 
 
Information junky when it comes to industry trends and fashion. The professional buyer is 
always looking for trends in his market. For example, what is happening in men's footwear? 
Maybe Western boots are growing in popularity, brown dress shoes have been declining for 
the last two seasons and black sport shoes are hot with the youth market. Do you always run 
out of large sizes in slippers weeks before Xmas? Trend information is available from a 
number of sources, including trade publications, merchandise suppliers, the competition, 
other stores in the U.S. and Europe, and your own experience. 
 
(d) Major Vendor Analysis 
 
“Information is power." Even a minor analysis of the performance of your major vendors can 
identify significant buying issues. For example, in the case of the family shoe store 
illustration, a closer look reveals that our number one supplier last season did not do us any 
favours. Although they shipped 98% of what we booked, further analysis indicates late 
deliveries coupled with styling and fitting problems. This resulted in a poor in-season sell 
through, creating the need for heavy markdowns. Due to poor supplier performance, we 
ended up with a gross margin of 10% below the store average. As you can see, this type of 
vendor analysis is essential in planning your merchandise strategy. 
 
It is approximately five times more expensive to lure a new customer into your store than 
 
(e) Advertising Review 
 
Increased traffic flow often results in higher sales. To this end, advertising and promotions 
are used to improve traffic levels. The buying and advertising departments must work closely 
together to ensure the company’s investments in this area result in strong performance. A 
promotional calendar outlining event dates, media buys and budgets should be developed and 
taken into your store than it is to get an existing customer to make another visit. buys and 
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budgets should be developed and taken into consideration when the merchandise planning 
process takes place. Buyers may have to coordinate product deliveries with promotions, or 
vice versa. A successful promotion last year may be hard to equal this season, or, by contrast, 
a poor promotion may require a higher forecast for this season. 
 
(f) Visual Presentation Analysis 
 
People usually respond best to visual stimuli, so product presentation is a major driver of 
sales. For this reason, another segment of the buyer’s seasonal written report describes their 
thoughts about visual merchandising for the products. This includes the following: 
 
� Are any special fixtures required? 
� Where should the product be displayed? 
� What type of signage is necessary? 
 
Visual merchandisers work very closely with the buying Departments in most chains. 
Information concerning delivery dates, promotions and product quantities may affect 
decisions about what to feature in store windows and key display areas. The “visual people” 
will also handle any special in-store signage that will accompany the product. 
 
The Six Month Merchandise Plan 
 
Take a course in Excel if you don’t already have spreadsheet experience. With the subjective 
part of the planning process completed (forecasting trends and analyzing customers, suppliers 
and promotions), we can start putting numbers on paper. On the following page is a sample 
of a six month merchandise plan. 
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8.2     Merchandising Differentiation 
  
 

 
 
 
 

TThhee  FFoouurr  PPoollaarr  GGeenneerriicc  SSttrraatteeggiieess  

MERCHANDISE 
 
Differentiated 
 
MERCHANDISE 
 
Undifferentiated 
 

   SUPPORT      SUPPORT 
 
Differentiated              Undifferentiated 

SYSTEM  PRODUCT 
 
 
 
SERVICE         COMMODITY 
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    EXPERTISE 
 
Differentiated 
 
    EXPERTISE 
 
Undifferentiated 
 

              PERSONALISATION 
 
Differentiated              Undifferentiated 

CONSULTANT          SPECIALIST 
 
 
 
AGENT                        TRADER 

Dimensions of Support Differentiation 
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  DDiimmeennssiioonnss  ooff  MMeerrcchhaannddiissee  
DDiiffffeerreennttiiaattiioonn  

   CONTENT 
 
Differentiated 
 
   CONTENT 
 
Undifferentiated 
 

        IMAGE        IMAGE 
 
Differentiated              Undifferentiated 

EXCLUSIVE             SPECIAL 
 
 
 
AUGMENTED       STANDARD 
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8.2.1     Dimension of the Merchandising Line 
  
 
Primary Elements of Line 
Planning 
 
1. Synthesize current issues 
 
2. Evaluate past seasons 
 
3. Develop merchandise budget 
 
4. Develop assortment plans 
Line Development 
 
Definition: 
 
The processes required to translate a line plan into real merchandise. 
 
Line Concept 
 
1. Line Direction 

DDiiffffeerreennttiiaattiioonn  ssttrraatteeggyy  

■■   CCrreeaattee  vvaalluuee  ffoorr  bbuuyyeerr  

■■   AAllssoo  ccoommmmuunniiccaattee  tthheeiirr  uunniiqquueenneessss  

■■   BBeeaarr  tthhee  ccoosstt  ooff  bbeeiinngg  uunniiqquuee  bbuutt  mmiinniimmiissee  tthhee  aaddddeedd  ccoossttss  

■■   TTrraaddee  ooffff  bbeettwweeeenn  ccoosstt  aanndd  ddiiffffeerreennttiiaattiioonn  

■■   SSuussttaaiinn  tthhee  ddiiffffeerreennttiiaattiioonn  --  ccoonnssttaannttllyy  iinnvveesstt  nneeww  ssoouurrcceess  ooff  bbuuyyeerr  vvaalluuee  

■■   CChhaalllleennggee  iiss  ttoo  bbee  bbootthh  llooww  ccoosstt  aanndd  ddiiffffeerreennttiiaattiioonn  ((DDeessss  &&  MMiilllleerr  11999933))  
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2. Group Concepts 
 
Finished Goods Buying/Sourcing 
 
1. Wholesale Markets 
 
2. Sales Representatives 
 
1. Pre-adoption Product Development 
 
2. Line Adoption 
 
3. Post-adoption Phase of Product Development 
 
Line Presentation| 
 
Includes processes required to evaluate the line and make it visible and salable: 
 
1. Internal Line Presentations 
 
2. Wholesale Line Presentations 
 
3. Retail Line Presentations 
 
 
1. Line Preview 
 
2. Line Release 
 
Retail Line Presentation 
 
1. Sell the line to ultimate Consumers 
 
2. Stores, catalogs, television, and computer mediums 
 
3. Use of space, fixturing, and lighting 
 
4. Signage 
 
Retail Line Presentation 
 
5. Pricing and delivery strategies 
 
6. Customer service 
 
7. Inventory managemen 
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Dimensions of Merchandise  Lines 
 
1. Prices 
 
2. Assortment 
 
3. Styling 
 
4. Timing 
 
Prices 
 
1. Price Ranges 
 
2. Setting and Changing Prices 
 
3. Determining Gross Margin  
 
Assortment 
 
1. Determined by the relative number styles, colors, and sizes included in the line 
 
2. Collections, groups, or stories 
 
3. Diverse or focused 
 
4. Stock keeping unit (SKU) determined by a combination of style, size, and color Styling 
 
1. Refers to appearance of a product 
 
2. Selecting/developing product design 
 
3. The creative, functional, and fashion aspects of line and product development 
 
4. Needs to be consistent with the firm’s positioning strategy 
 
Timing 
 
1. Determined by the nature of merchandise classifications in relation to the merchandising 

cycle 
2. Determines merchandise, marketing, and production schedules 
3. Turn-around time between placing an order and delivering the goods to the retail sales 

floor 
4. Developing a concept for a new merchandise group to having the group ready to go into 

production 
5. Beginning production until the goods can be delivered to the retail sales floor 
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8.3     Category Management 
  
 
Category Management  is a retailing concept in which the total range of products sold by a 
retailer is broken down into discrete groups of similar or related products; these groups are 
known as product categories. Examples of grocery categories may be: tinned fish, washing 
detergent, toothpastes, etc. 
 
Each category is then run like a "mini business" (Business Unit) in its own right, with its own 
set of turnover and/or profitability targets and strategies. An important facet of Category 
Management is the shift in relationship between retailer and supplier: instead of the 
traditional adversarial relationship, the relationship moves to one of collaboration, exchange 
of information and data and joint business building. 
 
The focus of all negotiations is centered around the effects of the turnover of the total 
category, not just the sales on the individual products therein. Suppliers are expected, indeed 
in many cases, mandated to only suggest new product introductions, a new planogram or 
promotional activity if it is expected to have a beneficial effect on the turnover or profit of 
the total category and be beneficial to the shoppers of that category. 
 

Definition of Category Management 
Category Management lacks a single definition thus leading to some ambiguity even among 
industry professionals as to its exact function. Three comparative mainstream definitions are 
as follows: 
Category Management is a process that involves managing product categories as business 
units and customizing them [on a store by store basis] to satisfy customer needs.  
The strategic management of product groups through trade partnerships which aims to 
maximise sales and profit by satisfying consumer and shopper needs  
 
Marketing strategy in which a full line of products (instead of the individual products or 
brands) is managed as a strategic business unit (SBU). (Business 
 
The Nielsen definition, published in 1992, was a little ahead of its time in that customising 
product offerings on a store by store basis is logistically difficult and is now not considered a 
necessary part of Category Management; it is a concept now referred to as micromarketing. 
Nevertheless, most grocery retailers will segment stores at least by size, and select product 
assortments accordingly. Wal*Mart's Store of the Community, implemented in North 
America is one of the few examples of where product offerings are tailored right down to the 
specific store. 
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The Category Management 8 Step Process 

 
 
 
The Category Management 8 Step Process 
The industry standard model for Category Management is the 8-step process, or 8-step cycle 
developed by the Partnering Group. The eight steps are shown in the diagram on the right; 
they are:  
 
1. Define the Category (i.e. what products are included/excluded). 
 
 2. Define the role of the category within the retailer. 
 
 3. Assess the current performance. 
 
 4. Set objectives and targets for the category.  
  
 5. Devise an overall Strategy.  
 
6. Devise specific tactics, and 
 
7. Implementation.  
 
The eighth step is one of review which takes us back to step 1. 
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The 8-step process, whilst being very comprehensive and thorough has been criticized for 
being rather too unwieldy and time-consuming in today's fast-moving sales environment; in 
one survey only 9% of supplier companies stated they used the full 8-step process. The 
current industry trend is for supplier companies to use the standard process as a basis to 
develop their own more streamlined processes, tailored to their own particular product. 
Market Research company Nielsen has a similar process based on only 5 steps : Reviewing 
the Category, Targeting consumers, Planning merchandising, Implementing strategy, 
Evaluating results 
 
 
8.4    Merchandising management in Bowins retail segment 
  
 
Refer case 
 
 
8.5     Evaluating Merchandise performance 
  
 
One of the commonly used methods of Evaluating Merchandise performance is 
FEEDBACK 
 
Feedback describes the situation when output from (or information about the result of) an 
event or phenomenon in the past will influence the same event/phenomenon in the present or 
future. When an event is part of a chain of cause-and-effect that forms a circuit or loop, then 
the event is said to "feed back" into itself. 
 
 
When feedback modifies an event/phenomenon, the modification will subsequently influence 
the feedback signal in one of three ways: 

• 1 - The feedback signal increases, leading to more modification. This is known as 
positive feedback.  

• 2 - The feedback signal decreases, leading to less modification. This is known as 
negative feedback.  

• 3 - The feedback signal does not change, indicating the phenomenon is in 
equilibrium.  

• Note that an increase or decrease of the feedback signal here refers to the magnitude 
of the signal's absolute value, without regard to the polarity or sign of the signal. For 
example a change in signal value from +5 to +10 or from -3 to -6 are both considered 
to be increasing.  

 



 
 

124

 
Positive feedback, 
 
Which seeks to increase the event that caused it, as in a nuclear chain-reaction, is also known 
as a self-reinforcing loop. An event influenced by positive feedback will increase or decrease 
its output/activation until it hits a limiting constraint. Such a constraint may be destructive, as 
in thermal runaway or a nuclear chain reaction. Self-reinforcing loops can be a smaller part 
of a larger balancing loop, especially in biological systems such as regulatory circuits. 
 
Negative feedback, 
 
Which seeks to reduce the feedback signal that caused it, is also known as a self-correcting or 
balancing loop. Such loops tend to be goal-seeking, as in a thermostat which compares actual 
temperature with desired temperature and seeks to reduce the difference. Balancing loops are 
sometimes prone to hunting: an oscillation caused by an excessive or delayed feedback 
signal, resulting in over-correction. 
The terms negative and positive feedback can be used less formally to describe or imply 
criticism and praise, respectively. This may lead to confusion with the terms positive and 
negative reinforcement, which both refer to something that increases the likelihood of a 
behavior. 
Negative feedback was applied by Harold Stephen Black to electrical amplifiers in 1927, but 
he could not get his idea patented until 1937.Arturo Rosenblueth, a Mexican researcher and 
physician, co-authored a seminal 1943 paper Behavior, Purpose and Teleology. That, 
according to Norbert Wiener (another co-author of the paper), set the basis for the new 
science of cybernetics. Rosenblueth proposed that behavior controlled by negative feedback, 
whether in animal, human or machine, was a determinative, directive principle in nature and 
human creations. This kind of feedback is studied in cybernetics and control theory. 
 
 
8.6     Financial Objective of Merchandising 
 
 
Meet Demand, Manage Margins 
 
Well-designed practices for merchandise planning and continual analysis of the results 
against plans are critical to retailers’ success – particularly in the current environment of 
changing demographics and pressure on margins. A differentiated assortment of goods that 
meets market demand ensures chains will be able to increase sales, protect profits and satisfy 
customers. Equally important is collaboration – consensus between merchandise, finance, 
marketing and operational plans – to ensure all parts of the organization are working towards 
a single set of financial objectives and business goals. In most retail chains this disconnected 
process of each organization operating as an independent silo, causes company-wide 
execution and performance to suffer. Reaching consensus between top-down corporate 
strategies and bottom-up departmental plans lets cross-functional teams to work together to 
achieve financial goals and meet market demand. Retailers have difficulty planning, 
managing and evaluating their merchandise performance due to: 
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•  Limited ability to model and accurately forecast merchandise sales, control margins 
and optimize investment in inventory 

 
•  Difficulty setting targets based on past, present and future demand 
 
•  Poor processes for ensuring top-down and bottom-up plans are synchronized 
 
•  Lack of integration between merchandising and other organizations, particularly 

finance, operations and marketing 
 
 
Integrated Retail Performance Management 
 
1 Corporate Goal 
 
2 Strategic Merchandise Planning 
 
3 Business Performance Data 
 
4 Analyze Merchandise Performance 
 
5 Reforecast Strategy and Initiatives to increase sales and margins 

 
• Top-down (annual) 
 
• Merchandise Finance Plan (season/wk) 
 
• Stock Plan 
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B
 
 
UNIT 9 BACK-Other Issues  
 
 
Structure 
 
9.0  Consumer Behavior 
9.1  Advertising 
9.2  Sales management  
9.3  Merchandising  
 
 
9.0  Consumer Behavior 
 

Issues in Consumer Behavior 

Various Efforts has been made to identify and solve the issues in the area of consumer 
Behavior. 

Consumer choice is framed in terms of the formation of quality expectations before and 
quality experience after the purchase. For the formation of quality expectations, lack of 
consumer ability to form expectations that will be predictive of later experience is mentioned 
as a problem, and brands and labels are mentioned as possible ways to improve this situation. 
Genetic modification is used as an example of the way in which consumer attitudes to 
product technologies can influence quality perceptions and choice. Quality is to an increasing 
extent characterized by so-called credence qualities—qualities which are invisible to the 
consumer both before and after the purchase. Such qualities provide a challenge for 
communication about the product, not only to induce consumers to buy the product, but also 
to reinforce their choice after the purchase. Concerning experienced quality after the 
purchase, the role of home production.  

These Issues includes: 

1. Gap Between Perception and Expectation of customers: After so much of efforts of the 
marketer the gap still exist in the area of what is perceived and what is expected by the 
consumer 

2. All Consumer Behave (respond) differently 

3. Consumer decision and behavior changes frequently 

4. Its not easy to analyze and Interpret that “what consumer actually want” 
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9.1  Advertising 
 

Advertising Issue 

Ever since mass media became mass media, companies have naturally used this means of 
communications to let a large number of people know about their products. There is nothing 
wrong with that, as it allows innovative ideas and concepts to be shared with others. 
However, as the years have progressed, the sophistication of Advertising methods and 
techniques has advanced, enticing and shaping and even creating consumerism and needs 
where there has been none before, or turning luxuries into necessities. This section introduces 
some of the Issue and concerns this raises. 

Legal Issues in Advertising 

The Federal Trade Commission regulates all forms of advertising in the United States. They 
publish rules on mail order, the Internet, telephone sales, 900 numbers, gaming, deception in 
advertising, product labeling, consumer credit, and much more.  

This page offers a brief overview of some of the advertising laws regulating your print 
advertising. Please note that Professional Advertising is not offering legal advice.  

For detailed information about advertising law, please contact the Federal Trade Commission 
directly, or check with your state's Attorney General’s Office about consumer protection 
advertising laws. Also note that state and local laws can be stricter than federal laws, so 
double check. 

 If you have questions or doubts about any of your advertising, check with a lawyer. At 
Professional Advertising, we like to take the conservative approach on these matters.  

 Protecting your organization from outside threats is critical to your bottom line. Knowing 
how to protect your company while increasing the effectiveness of your advertising is what 
Professional Advertising is all about.  

 Truth in Advertising 

According to the Federal Trade Commission (FTC), “advertising must be truthful and non-
deceptive… advertisers must have evidence to back up their claims… and advertisements 
cannot be unfair.”  

 Deceptive Advertising 

According to advertising law, an advertisement is considered deceptive if it contains a 
statement or omits information that “is likely to mislead consumers acting reasonably under 
the circumstances; and is, ‘material’ - that is, important to a consumer's decision to buy or 
use the product.“  
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Essentially, the law states that your advertising cannot be misleading. You have to tell the 
truth, or clearly label your ads so that no reasonable person could mistake your intent. 
Advertisers [and their advertising agencies] need to have a reasonable basis for advertising 
claims before they are published.  

 Unfair Advertising and Business Practices 

 According to the FTC, an advertisement is unfair if “it causes or is likely to cause substantial 
consumer injury which a consumer could not reasonably avoid; and it is not outweighed by 
the benefit to consumers.”  

 In advertising law, “substantial consumer injury” and “material” are related things. In part, 
advertising law protects consumers from financial loss due to deceptive practices.  

 The law does make an exception when consumer benefits outweigh consumer injury, but 
you probably don’t want to pay the expenses of explaining that in court.  

 Bait and Switch Tactics 

 It’s illegal to advertise a product when you have no intention of selling that product at the 
advertised price. Bait and switch tactics are illegal, period. If you advertise a product, the law 
says that you have to intend to sell it as advertised. 

 Advertising Law: Catalog Sales 

As a catalog retailer, you are not obligated to substantiate the claims made by suppliers about 
their products. However, caution and common sense should dictate your ad copy. Stick to the 
claims made by the supplier, and do not expand or improve on them. Do not print anything 
that is not reasonable.  

 Advertising to Children 

The FTC pays particular attention to advertisements aimed at children. These ads are 
evaluated from a child’s point of view, not an adult’s. If you advertise to children, be very 
careful about following all of the guidelines. No company wants the publicity that comes 
from accusations about possibly misleading children.  

 Comparative Advertising 

 If the comparison you make is true, then it is legal to print it. If you are better than your 
competitors, the law says that you can tell the whole world about it. 

 Contests and Sweepstakes 

There are many different advertising laws governing contests and sweepstakes. Check with 
your state's Attorney General’s Office and with the FTC. And you might want to check with 
your lawyer.  
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Consumer Credit 

All ads offering consumer credit must include “clear and conspicuous” disclosure terms and 
conditions of receiving the credit. Check with your advertising agency, your lawyer, or the  
FTC if you are planning on offering credit in your ads. 

 Express Claims 

An express claim is a direct claim made in an advertisement like “our product prevents sore 
throats.” The claim must be true and substantiated.  

 Implied Claims 

An implied claim is an indirect claim made in an advertisement. For example, “our product 
kills germs that cause sore throats” is an implied claim. The implication is that the product 
prevents sore throats.  

 The FTC judges claims on what a reasonable consumer would assume given the entirety of 
the advertisement and all of the claims made. Advertising law says that the implied claim 
must be true and substantiated.  

Disclosure and Disclaimer Statements 

These statements are required if an advertisement's express or implied claims could be 
misleading.  

A disclosure statement gives qualifying information so that a claim is not misunderstood. The 
disclaimer must be “clear and conspicuous” so that consumers can notice and understand it.  

The disclaimer needs proximity and prominence in relationship to the claim, with little other 
distraction. And the disclaimer cannot correct a false claim – that would be deceptive 
advertising.  

 Endorsements and Testimonials 

Advertising law says that endorsements and testimonials must show the honest opinion or 
experience of the endorser. Claims must be truthful and substantiated.   

If a celebrity claims to use a product, that claim must be true. Consumer endorsements must 
reflect the typical consumers experience with the product. Stating, “your results may vary” 
doesn’t help if the typical consumer cannot expect similar results.   

Expert endorsements must be supportable by scientific methods, not by the opinion of one 
expert. And if there is a ”material” or financial connection between your company and the 
endorser, advertising law says that you need to disclose it.  

 Free Products  

You can give away anything you want, unless there is a catch. If your “free” item is tied to a 
second purchase, then the second item’s price has to be the regular price. If there are any 
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conditions on the “free” item, advertising law says you must disclose all of the information in 
a “clear and conspicuous” manner.  

 Rebates 

Advertising law says you must prominently feature the before-rebate price in your ad, and 
the amount of the rebate. Any additional terms of purchase must be disclosed, and you need 
to indicate how long it takes to receive the rebate.  

 Guarantees and Warrantees 

If you want to mention your guarantee in your ad, you must tell consumers how to get all of 
the details on that guarantee. Any conditions or limits must also be disclosed in the ad. A 
complete copy of the guarantee must be made available to consumers before any sale. This 
also covers phone, catalog, mail, and online sales transactions.  

 Advertising on the Internet 

All of the other truths in advertising laws apply to the Internet. The FTC is particularly 
concerned with disclosure statements and false advertising claims. All ads must be truthful 
and substantiated. Contact the FTC for more information. 

Advertising Law: Mail Order Advertising 

All of the other truths in advertising laws also apply to mail order advertising. Any orders 
received by phone, fax, online, or by mail should ship within 30 days, or within the 
timeframe stated in the ad.  

 Telemarketing 

All claims must be true and substantiated, and all of other advertising laws apply. Additional 
restrictions apply to certain categories of services, including legal services. Check with your 
state's Attorney General's office. 

 Advertising Law: New Products 

As long as it really is new, you are probably okay for six months. Check with the FTC for 
specific claims about new products by product category. There are limits on what you can 
refer to as new.  

Advertising Law: Price 

All of the truths in advertising laws apply to advertising price. If you are making a 
comparison, it needs to be truthful. If you say that the product is being sold for "$xx" 
elsewhere, then in fact, other representative retailers must be selling at that price.  

A few small retailers selling at the higher price elsewhere are not representative of the 
market. Media publishers may require you to substantiate your claims before they will print 
your ad. Contact the FTC for more.  
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Advertising Law: Sale 

Your sale price must be a reduction from the actual, bona fide former asking price that was 
offered on a regular basis to the public for a reasonably substantial time period.  

 If you didn’t sell a substantial amount of product at the higher price, you can’t say “formerly 
sold at "$xx", because it is not really true. Inflating a price only to reduce it to its regular 
selling price and claim that it is on sale is not legal.  

 Advertising Law: Mis-marked Price 

If a product is marked or advertised at a certain price, your state laws may require you to sell 
it at that price. Check with your state's Attorney General’s Office.  

 Advertising Law: Rain checks 

Only food retailers must offer rain checks or comparable substitute products. However, it is 
good business practice for all retailers to offer rain checks, because the public expects it. 
Protect yourself by stating, “Quantities are limited,” or “not available in all stores.”   

 Going Out of Business Sale 

You can make this claim only if it is true. The FTC watches for perpetual going out of 
business sales.  

 Standards for Proving Claims 

If you make a claim about your product or service, the FTC expects that you can substantiate 
that claim, and that you have the ability to fulfill your promises. The law states that 
substantiation must be based on fact and objective evaluation, not opinion.    

 Deception 

Deception comes from a representation, practice, or omission that may mislead the public. 
The claim can be written or oral. And the entire sales transaction is considered – not just a 
single statement. 

Whether the representation, practice, or omission is deceptive is based on what a reasonable 
consumer would infer from the information.  And the deceptive practice must have a 
negative material or financial cost to the consumer.  

 Copyright in Advertising  

The creation of art [advertisements, illustrations, photos, logos, etc.] carries with it automatic 
copyright protection. The creator of the art owns it, until 50 years after death, unless specific 
contractual terms transfer that ownership.  

In addition, each artist has copyright protection for his or her component of a given piece of 
work – the photographer, the illustrator, the graphic designer, etc. Each artist must sign a 
release. With artwork, it is important to understand the terms.  
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Warranty of Originality  

A statement from the artist that all of the work is original or is being used with permission for 
the intended purpose.  

Usage Rights - describe how, when, where, and how long artwork will be used.  

Client Responsibilities - Normally the client is responsible for copywriting and 
proofreading. All original artwork, digital media, files, and mechanicals are the property of 
the artist.  

 
9.2 Sales Management. 
 
 
Issues in Sales Management  

Mixing Recognition with Coaching: 

One common sales management blunder is to congratulate your sales force for a job well 
done and quickly move to areas of improvement. This tactic can often be interpreted by sales 
staff as a lack of appreciation. A best practice is to separate the recognition from the 
coaching. Save the performance improvement areas for coaching sessions. Set up separate 
recognition of your sales rep success even if it's a small celebration. It's the little gestures of 
respect and celebrations of achievement that gain the hearts and minds of the sales force.  

No Sales Plan: 

Another common sales management blunder is not developing a sales plan to help manage 
the sales team. A successful sales team requires regular planning tracking, and review to 
achieve the targeted results. Every sales rep requires their own action plan to direct day-to-
day activities and set up accountabilities. 

All sales plans have at least 3 requirements: 

� Sales Rep Development: Where most plans fail is they are developed by the sales manager 
not the sales rep. To ensure a high level of plan acceptance, have the rep develop the plan and 
guide them toward the right objectives.  
 
� Regular Reporting: Sales plans should be established on a weekly basis to provide 
flexibility in the planning cycle. Reviewing can take place on a monthly basis. Sales 
management excellence involves reviewing the results against the plan to determine missed 
opportunities and areas for improvement.  
 
� Sales Metrics: A successful sales plan focuses on results and activities. Establish the 
proper sales metrics to drive your business results. Metrics can include: number of client 
phone calls, number of contacts, appointments set, appointments conducted and sales closed. 
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Do not overwhelm your sales staff with excessive tracking numbers. Focus on the few 
measures that matter the most to your business.   
 
No Sales Support: 
 
A common sales management blunder is to hire a sales person without providing them with 
the level of support required to succeed. Even if your new rep is well-versed in your industry 
and a top performer, they will still require help to familiarize themselves with your company, 
products, and markets. 
 

Many new and unsuccessful sales managers will focus on the traditional sales management 
by intimidation or control approach. The top sales performers know they have a valuable 
skill set and will quickly walk to a competitor if treated poorly. Sales management is a 
partnership between the sales rep and the sales manager. Effective sales management 
requires sharing in the responsibility to find the problems and bottlenecks in your sales 
process. Seek the solution together with your reps. Be a champion for helping them achieve 
their agreed results.  

Lack of Sales Accountability: 

 There will be times when sales reps fail regardless of the support and training they receive. It 
is easy to pass off the lack of results to external forces such as competitors, the economy, or 
poor marketing. Remember the sales rep was hired to bring in sales. When support, training, 
and market potential are available, a lack of results often means it's the rep's performance.  

Who is responsible for the lack of performance? Your sales management program. If your 
small business lacks a clear policy of sales accountability, it remains your responsibility to 
implement the process. Creating a culture of sales accountability will not happen overnight. 
Expect to lose sales staff. Sales reps who have under performed and will not accept personal 
responsibility for their own results, will leave. This is a good thing. A sales accountability 
culture only accepts top performers; exactly what your business needs to survive in a 
competitive market. 

Other big sales management blunders do exist. It is vital to have an honest feedback system 
in place. Alan J. Zell, "The Ambassador of Selling" feels "most sales managers do not have a 
system of feedback that will allow the staff to have a way to comment back to the sales 
manager without the fear of being chastised or being known as a complainer." 

Growing a small business is hard work. The sales management function is often overlooked 
by small business owners. Spending the necessary time wearing your sales manager hat will 
help foster a rewarding culture and build a successful sales team to boost your business to 
new levels. 
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9.3  Merchandising 
 
Merchandising Issue 
 
Merchandising is a critical part of our success at Price Chopper. There are many areas that 
could be addressed with an innovative and creative idea. Some of the areas to consider are: 
 
Changing out the items we have on display 
 
Every week we place new items on sale. As a result, we build new displays in our stores. 
Some of the displays are on the end caps (at the end of the aisles) and some are built on the 
sales floor. Since the new ad prices start on Sunday, we build the new displays on Saturday. 
During the transition, the displays still up for the prior week have little product (due to a 
desire not to have significant excess at the end of the sale). The new displays for sale items 
effective beginning on Sunday are built on Saturday. This leaves us with big displays at not-
too-attractive prices. How de we minimize the impact without excess residual inventory? 
 
How to best communicate our important messages 
 
We have a need to communicate two themes to our guests. They are: 
 
a.)  The great value/price proposition and 
 
b.)  Best in Fresh. 
 
How do we give these two important themes enough play, exposure, and more importantly 
authenticity - given the disparate nature of them coexisting in the same building? 
 
Organic sales 
 
We are currently focused on growing our organic sales in our produce department. This is a 
high growth area and of particular interest to our customers. How can we improve the 
practices we have in place already (pricing, merchandising displays, packaging, etc.) to grow 
the sales of this important category? 
 
Parameters for Consideration 
 

• Customer perceptions 
 
• Costs for implementing ideas – ROI 
 
• Keeping what we do consistent with our other strategies 
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Unit- 10: Case Studies  
Big Bazaar-Indian Wal-Mart; 
Bharat Petrolium. 
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