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Scope
Retail management has become one of the fastest growing careers in the industry with the
tremendous growth in the economy. Retail market of India is the most attractive and emerging market in
the world. In the past years, it has demanded more number of trained professionals in this field. It strives
to create a new generation of smart retail professional of International caliber.
Objective
¢ Introduce retailing and its evaluation in the Indian and Global markets

e Exposure to customer relationship management and its operations in retailing

e Provide exposure and skills to establish service operations and marketing channel
systems

Unit 1

Introduction To Retail Business : Retail Functions — Rise of Retailing — Consumerism —
challenges — Consumer Proximity — Technology — Rise of Retailing in India — Key Markets —
FDI in retail — Challenges in India — New Entrants — Emerging Sectors — Suppliers and buyers
Rivalry

Unit 11

Evaluation Of Retailing : Theories — Retail lifecycle — Business Models — Ownership —
Merchandise offered , Franchise, Non Store, Direct Marketing — Tele, Vending Machines,
Kiosks, Cash and Carry Global Experience — Brand Management.

Unit 11T

Retail Operations : Factors influencing location of Store - Market area analysis — Trade area
analysis — Rating Plan Method - Site evaluation. Retail Operations: Stores Layout and visual
merchandising, Stores designing, Space planning, Inventory management, Merchandise
Management, Category Management.

Unit IV

Retail Marketing Mix : Introduction -Product: Decisions Related to Selection of Goods (—
Decisions related to Delivery of Service. Pricing : Influencing Factors — Approaches to Pricing —
Price Sensitivity - Value Pricing — Markdown Pricing. Place : Supply Channel — SCM Principles
— Retail Logistics — Computerized Replenishment System — Corporate Replenishment Policies.
Promotion : Setting Objectives — Communication Effects - Promotional Mix. Human Resource
Management in Retailing — Manpower Planning — Recruitment and Training — Compensation —
Performance Appraisal Methods.
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Unit V

Impact Of Information Technologyin Retailing - Non store retailing (e-retailing) - The Impact
of Information Technology in Retailing — Integrated Systems and Networking — EDI — Bar
coding — Electronic Article Surveillance — Electronic Shelf Labels — Customer Database
Management System. Legal Aspects in Retailing, Social Issues in Retailing, Ethical issues in
Retailing.

Suggested Readings:

Text Book:

1. Pradhan Swapna. (2013). Retail Management: Text and Cases [4™ Edition]. New Delhi, Tata
Mcgraw Hill Education

2. J.N.Jain & P.P. Singh, (2012),” Modern Retail Management” , Deep & Deep Publications,
New Delhi
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UNIT- I

INTRODUCTION TO RETAIL BUSINESS

Retail Functions — Rise of Retailing — Consumerism — challenges — Consumer
Proximity — Technology — Rise of Retailing in India — Key Markets — FDI in retail —
Challenges in India — New Entrants — Emerging Sectors — Suppliers and buyers

Rivalry

Introduction to Retail Business

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.

Retailing occupies a very important place in the economics of any country. It
is the final stage of distribution of product or service. It not only contributes to
country’s GDP but also empowers a large number of people by providing

employment. Retail Management starts with understanding the term 'Retail’. Any
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organization that sells the products for consumption to the customers for their
personal, family, or household use is in the occupation of retailing.
Definition: Retailing includes all activities involved in selling goods or services to
the final consumers for personal, non-business use.— Phillip Kotler
Retailers

Retailers are the traders who buy goods from wholesalers or sometimes
directly from producers and sell them to the consumers. They usually operate
through a retail shop and sell goods in small quantities. They keep a variety of
items of daily use
Characteristics of Retailers

(i) Retailers have a direct contact with consumers. They know the
requirements of keep goods accordingly in their shops.

(ii) Retailers sell goods not for resale, but for ultimate use by consumers. For
example, you buy fruits, clothes, pen, pencil etc. for your use, not for
sale.

(iii)  Retailers buy and sell goods in small quantities. So customers can fulfill
their

requirement without storing much for the future.

(iv)  Retailers require less capital to start and run the business as compared
to wholesalers.

(v) Retailers generally deal with different varieties of products and they give
a wide choice to the consumers to buy the goods.

Functions of Retailers

All retailers deal with the customers of varying tastes and temperaments.
Therefore, they should be active and efficient in order to satisfy their customers
and also to induce them to buy more. Let us see what the retailers do in

distribution of goods.
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(i) Buying and assembling of goods: Retailers buy and assemble varieties of goods
from different wholesalers and manufacturers. They keep goods of those brands
and variety which are liked by the customers and the quantity in which these are
in demand.

(ii)) Storage of goods: To ensure ready supply of goods to the customer retailers
keep their goods in stores. Goods can be taken out of this store and sold to the
customers as and when required. This saves consumers from botheration of buying
goods in bulk and storing them.

(iii) Credit facility: Although retailers mostly sell goods for cash, they also supply goods
on credit to their regular customers. Credit facility is also provided to those
customers who buy goods in large quantity.

(iv) Personal services: Retailers render personal services to the customers by
providing expert advice regarding quality, features and usefulness of the items.
They give suggestions considering the likes and dislikes of the customers. They
also provide free home delivery service to customers. Thus, they create place utility
by making the goods available when they are demanded.

(v) Risk bearing: The retailer has to bear many risks, such as risk of:

(a) Fire or theft of goods
(b) Deterioration in the quality of goods as long as they are not sold out.
(c) Change in fashion and taste of consumers.

(vi) Display of goods: Retailers display different types of goods in a very
systematic and attractive manner. It helps to attract the attention of the customers
and also facilitates quick delivery of goods.

(vii) Supply of information: Retailers provide all information about the behavior,
tastes, fashions and demands of the customers to the producers through
wholesalers. They become
a very useful source of information for marketing research.

Retail in Marketing Channels: With industrialization and globalization, the
distance between the manufacturer and the consumer has increased. Many

times a product is manufactured in one country and sold in another. The level
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of intermediaries involved in the marketing channel depends upon the level of

service the consumer desires.

A 2] C

Producer FProducer Froducer

Whaolesalor l

E, Retaller

Retailer l
B

Consumer Consumer Consumer

Delaoyocd tmimediate
CONSUMPTION

Type A and B - Retailers. For example, Pantaloons, Walmart.
Type C - Service Providers. For example, Eureka Forbes.

Distinction between Wholesaler and Retailer.

Wholesaler Retailer
(i) Buys goods in large quantities. (i) Buys goods in small quantities.
(ii) Buys goods directly from producers. (ii) Generally buys goods from the
wholesalers.
(iii) Deals with limited variety of goods. (iii) Deals with wide range of
products.
(iv) Requires more capital to start (iv) Requires less capital to start and
and run the business. run the business.
(v) Sell goods for resale purpose. (v)Sell goods for consumption.
(vi) No direct contact with consumers. (vi) Direct contact with consumer.
(vii) No special attention is given to (vii)In order to attract the attention of
decoration of shop. customers retailers give more

attention to decoration of shop
TYPES OF RETAIL STORES
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Food Retailers

1.
2.
3.
4.

Mom and Pop Stores
Convenience Stores
Supermarkets

Super centers

General Merchandise Retailers
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Some other types of retail stores:
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. Department Stores

. Specialty Stores

. Discount Stores

. Category Specialists
. Off-Price Retailers

. Warehouse Clubs

. Mall Space

. Shopping Center

. Downtown Area

. Free Standing Locations
. Office Building

. Home-based

. Internet Retailing

. Specialty Retailing

. Non store Retailing

10. Mail Order
11. Direct Selling

Functions of retail Management

» Quality conscious/Perfectionist: Quality-consciousness is

characterized

by a consumer’s search for the very best quality in products; quality

conscious consumers tend to shop systematically

comparisons and shopping around.

making more
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» Brand-conscious: Brand-consciousness is characterized by a tendency to
buy expensive, well-known brands or designer labels. Those who score high
on brand-consciousness tend to believe that the higher prices are an
indicator of quality and exhibit a preference for department stores or top-
tier retail outlets.

» Recreation-conscious/ Hedonistic: Recreational shopping is characterized by
the consumer’s engagement in the purchase process. Those who score high
on recreation-consciousness regard shopping itself as a form of enjoyment.

» Price-conscious: A consumer who exhibits price-and-value consciousness.
Price-conscious shoppers carefully shop around seeking lower prices, sales
or discounts and are motivated by obtaining the best value for money

» Novelty/fashion-conscious: characterized by a consumer’s tendency to
seek out new products or new experiences for the sake of excitement; who
gain excitement from seeking new things; they like to keep up-to-date with
fashions and trends, variety-seeking is associated with this dimension.

» Impulsive: Impulsive consumers are somewhat careless in making
purchase decisions, buy on the spur of the moment and are not overly
concerned with expenditure levels or obtaining value. Those who score high
on impulsive dimensions tend not to be engaged with the object at either a
cognitive or emotional level.

» Confused (by over-choice): characterized by a consumer’s confusion
caused by too many product choices, too many stores or an overload of product
information; tend to experience information overload.

» Habitual / brand loyal: characterized by a consumer’s tendency to follow a
routine purchase pattern on each purchase occasion; consumers have
favorite brands or stores and have formed habits in choosing; the purchase
decision does not involve much evaluation or shopping around.

Rise of Retailing:
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The modern era of retailing is defined as the period from the industrial
revolution to the 21st century. In major cities, the department store emerged in
the mid to late 19th century, and permanently reshaped shopping habits, and
redefined concepts of service and luxury. The term, "department store" originated
in America. In 19th century England, these stores were known as emporia or
warehouse shops. A number of major department stores opened across the USA,
Britain and Europe from the mid nineteenth century including; Harrod's of London
in 1834; Kendall's in Manchester in 1836; Selfridges of London in 1909; Macy's of
New York in 1858; Bloomingdale's in 1861; Sak's in 1867; J.C. Penney in 1902; Le
Bon Marché of France in 1852 and Galleries Lafayette of France in 1905. Other
twentieth century innovations in retailing included chain stores, mail-order, multi-
level marketing (pyramid selling or network marketing, c. 1920s), party plans (c.
1930s) and B2C e-commerce (cyber-peddling).Many of the early department stores
were more than just a retail emporium; rather they were venues where shoppers could
spend their leisure time and are entertained. Some department stores offered
reading rooms, art galleries and concerts. Most department stores had tea- rooms or
dining rooms and offered treatment areas where ladies could indulge in a manicure.
The fashion show, which originated in the US in around 1907, became a staple
feature event for many department stores and celebrity appearances were also used
to great effect. Themed events featured wares from foreign shores, exposing
shoppers to the exotic cultures of the Orient and Middle-East.

In 1963, Carrefour opened the first hypermarket in St Genevieve-de-Bois,
near Paris, during this period, retailers worked to develop modern retail marketing
practices. Pioneering merchants who contributed to modern retailing practice and
retail marketing methods include: A. R. Stewart, Potter Palmer, John Wanamaker,
Montgomery Ward, Marshall Field, Richard Warren Sears, Rowland Macy, J.C.
Penney, and Fred Lazarus, brothers Edward and William Filene and Sam Walton.
For example, Edward Filene, a proponent of the scientific approach to retail
management, developed the concept of Automatic bargain Basement. Although

Filene's Basement was not the first ‘bargain basement’in the U.S., the principles
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of ‘automatic mark-downs’ generated excitement and proved very profitable. Under
Filene's plan, merchandise had to be sold within 30 days or it was marked down; after
a further 12 days, the merchandise was further reduced by 25% and if still unsold
after another 18 days, a further markdown of 25% was applied. If the
merchandise remained unsold after two months, it was given to charity. Filenes
was a pioneer in employee relations. He instituted a profit sharing program, a
minimum wage for women, a 40-hour work week, health clinics and paid
vacations. He also played an important role in encouraging the Filenes Cooperative
Association, "perhaps the earliest American company union'. Through  this
channel he engaged constructively with his employees in collective bargaining and
arbitration processes. Montgomery Ward is credited with developing catalog sales
and mail-order systems. His first catalog which was issued in August 1872
consisted of an 8 in x 12 in (20 cm X 30 cm) single sheet price list, listing 163
items for sale with ordering instructions for which Ward had written the copy. He
also devised the catch-phrase "satisfaction guaranteed or your money back" which
was implemented in 1875. Throughout the twentieth century, a trend towards
larger store footprints became discernible. The average size of a U.S. supermarket
grew from 31,000 square feet in the 1991 to 44,000 square feet in 2000. In 1963,
Carrefour opened the first hypermarket in St Genevieve-de-Bois, near Paris,
France. By the end of the twentieth century, stores were using labels such as "mega-
stores" and "warehouse"' stores to reflect their growing size. In Australia, for
example, the popular hardware chain, Bunning has shifted from smaller "home
centers" (retail floor space under 5,000 square meters) to "warehouse" stores (retail
floor space between 5,000 and 21,000 square meters) in order to accommodate a wider
range of goods and in response to population growth and changingconsumer
preferences. However, as the 21st century takes  shape, some indications
suggest that large retail stores have come under increasing pressure from online

sales models

Consumerism of retail management
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The term "consumerism" has several definitions. These definitions may not

be related to each other and confusingly, they conflict with each other.

1. One sense of the term relates to efforts to support consumers' interests. By the

early 1970s it

had become the accepted term for the field and began to be used in these ways:

a)

b)

"Consumerism" is the concept that consumers should be informed decision
makers in the

marketplace. Practices such as product testing make consumers informed.
"Consumerism" is the concept that the marketplace itself is responsible for
ensuring social
justice through fair economic practices. Consumer protection policies and
laws compel manufacturers to make products safe.

"Consumerism" refers to the field of studying, regulating, or interacting with

the

marketplace. The consumer movement is the social movement which refers
to all actions and all entities within the marketplace which give consideration

to the consumer.

2. While the above definitions were becoming established, other people began

using the term "consumerism" to mean "high levels of consumption". This

definition has gained popularity since the 1970s and began to be used in these

ways:

a)

b)

"Consumerism" is the selfish and frivolous collecting of products, or

economic

materialism. In protest against this, some people promote "anti-
consumerism" and advocate simple living.

"Consumerism" is a force from the marketplace which destroys individuality
and harms

society. It is related to globalization and in protest against this some people

promote the "anti-globalization movement"

Challenges of Retail Management
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To achieve and maintain a foothold in an existing market, a prospective
retail establishment must overcome the following hurdles:
e Regulatory barriers including
a) Restrictions on real estate purchases, especially as imposed by local
governments and
against "big-box" chain retailers;
b) Restrictions on foreign investment in retailers, in terms of both absolute
amount of
financing provided and percentage share of voting stock (e.g., common
stock) purchased;
e Unfavorable taxation structures, especially those designed to penalize or
keep out "big box" retailers (see "Regulatory” above);
e Absence of developed supply chain and integrated IT management;
e High competitiveness among existing market participants and resulting low
profit margins, caused in part by
a) Constant advances in product design resulting in constant threat of
product
obsolescence and price declines for existing inventory; and
e Lack of properly educated and/or trained work force, often including
management, caused in part by loss in Business.
a) Lack of educational infrastructure enabling prospective market entrants
to respond to
the above challenges.
Consumer proximity technology of Retail Management
One-to-one marketing refers to marketing strategies applied directly to a
specific consumer. Having knowledge of the consumer's preferences enables
suggesting specific products and promotions to each consumer. One-to-one marketing
is based in four main steps in order to fulfill its goals: identify,

differentiate, interact and customize.
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Identify: In this stage the major concern is to get to know the customers of a company,
to collect reliable data about their preferences and how their needs can best be
satisfied.

Differentiate: To get to distinguish the customers in terms of their lifetime value to
the company, to know them by their priorities in terms of their needs and
segment them into more restricted groups.

Interact: In this phase it is needed to know by which communication channel and
by what means contact with the client is best made. It is necessary to get the
customer's attention by engaging with him in ways that are known as being the
ones that he enjoys the most.

Customize: It is needed to personalize the product or service to the customer
individually. The knowledge that a company has about a customer needs to be put
into practice and the information held has to be taken into account in order to be able
to give the client exactly what he wants.

Rise of Retailing in India:

Retailing in India has traditionally been fragmented, while in the western
countries, big retailers usually dominate the landscape. In recent times, India has
seen the emergence of several organized retailing formats, from departmental
stores like Shopper's Stop to discount stores like Big Bazaar. We also have niche
(exclusive) stores like Music World, Coffee Day and Planet M and Grocery Stores
like Spencer's, subiksha etc.,

Indian retailing is undergoing a process of evolution and is poised to
undergo dramatic transformation. The traditional formats like hawkers, grocers
and pan shops co-exist with modern formats like Super- markets and Non-store
retailing channels such as multi level marketing and teleshopping. Modern stores
trend to be large, carry more stock keeping units, have a self-service format and an
experiential ambience. The modernization in retail formats is likely to happen
quicker in categories like dry groceries, electronics, men’s' apparel and books.
Some reshaping and adaptation may also happen in fresh groceries, fast food and

personal care products.
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In recent years there has been a slow spread of retail chains in some
formats like super markets, malls and discount stores. Factors facilitating the
spread of chains are the availability of quality products at lower prices, improved
shopping standards, convenient shopping and display and blending of shopping
with entertainment and the entry of Tatas into retailing.

Foreign direct investment in the retail sector in India, although not yet permitted
by the Government is desirable, as it would improve productivity and increase
competitiveness. New stores will introduce efficiency. The customers would also
gain as prices in the new stores tend to be lover. The consequences of recent
modernization in India may be somewhat different due to lower purchasing power and
the new stores may cater to only branded products aimed at upper income segments.

The Indian retail environment has been witnessing several changes on the
demand side due to increased per capital income, changing lifestyle and increased
product availability. In developed markets, there has been a power shift with
power moving from manufactures towards the retailers. The strategies used by
retailers to wrest power include the development of retailers own brands and the
introduction of slotting allowances which necessitate payments by manufactures
to retailers for providing shelf space for new products. The recent increased power
of retailers has led to the introduction of new tactics by manufactures such as
everyday low pricing, partnership with retailers and increased use of direct
marketing methods.

Key market in Retail Marketing

* Market analysis: Market size, stage of market, market competitiveness, market
attractiveness, market trends.

* Customer analysis: Market segmentation, demographic, geographic and
psychographic profile, values and attitudes, shopping habits, brand preferences,

analysis of needs and wants media habits.

Prepared by Dr.Sashikala .V & Dr.S.Jegadeeswari , Department of Commerce, KAHE 12/20




INTRODUCTION TO RETAIL BUSINESS 2017 - 2020 Batch

* Internal analysis: Human resource capability, technological capability, financial
capability, ability to generate scale economies or economies of scope, trade
relations, reputation, positioning, past performance.
* Competition analysis: Availability of substitutes, competitor's strengths and

weaknesses, perceptual mapping, competitive trends.
* Review of product mix: Sales per square foot, stock-turnover rates, profitability

per product Line.
* Review of distribution channels: Lead-times between placing order and

delivery, cost of distribution, cost efficiency of intermediaries.
* Evaluation of the economics of the strategy: Cost-benefit analysis of planned

activities, the retail strategy, including service quality, has a significant and

positive association on customer loyalty. A marketing strategy effectively outlines

all key aspects of firms' targeted audience, demographic and preference. In a

highly competitive market, the retail strategy sets up long- term sustainability. It

focuses on customer relationships, stressing the importance of added

value and customer satisfaction.
FDI in Retailing

Foreign Direct Investment under the Industrial Policy 1991 and thereafter

under different Foreign Trade Policies is being allowed in different sectors of the
economy in different proportion under either the Government route or Automatic
Route. In Retailing, presently 51 per cent FDI is allowed in single brand retail through
the Government Approval route while 100 per cent FDI is allowed in the cash-and-
carry (wholesale) formats under the Automatic route. Under the Government Approval
route, proposal for FDI in ‘Single Brand Product Retailing’ are received in the
Department of Industrial Policy and Promotion, Ministry of Commerce & Industry.
Automatic route dispenses with the need of multiple approvals from Government
and/or regulatory agencies (Government of India or the RBI). Investors are required
only to notify the concerned Regional offices of RBI within 30 days of receipt of inward
remittances and file required documents with

that office within 30 days of the issue of shares to foreign investors
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The legal regimes that controls FDI in India and to that extent FDI in
retailing includes Press Notes by Department of Industrial Policy and Promotion,
Foreign Exchange Management Act 1999, Guidelines of Reserve Bank of India(RBI)
and Security and Exchange Board of India, besides, of course, the Constitution of
India.

India’s large and ever growing population coupled with a paucity of
profitable economic opportunities make “labor intensive” activities like Agriculture and
Retailing a major source of subsistence for the teeming millions especially the poor
unskilled labor, superfluous labor and the educated unemployed. Therefore, any
change that tend to disturb the existing configuration of these two sectors have
a bearing on the lives of millions of these people and raises sharp public outcry
and to that extent FDI in Agriculture and Retailing has always been a contentious
issue. Of late, the Government of India has expressed its desire to bring the
Multi-Brand retailing within the ambit of FDI, and in the process has put in train a
debate on its possible outcome. This short paper proposes to examine the
conflicting view points of this debate so as to arrive at a balanced conclusion.

Retailing in India as also elsewhere in the world is divided into organized
and unorganized retailing. Organized retailing refers to trade activities
undertaken by the licensed retailers as has been mentioned earlier retailing
“disguises” the abysmal nature of unemployment in the country. Indian
agriculture has long been a source of livelihood for the teeming millions of the country
(provides employment to more than 50% of India’s labor force) so much so that it is
massively over-crowded now. Besides, during the lean season even the productive
farmer fined themselves unemployed. Although the manufacturing is a labor absorbing
sector, its true potential has not been harnessed as yet and it has been stagnating
since the tenth five year plan. Retailing helps in absorbing these shocks providing
safety-net and opportunities to the superfluous labor to eke out a living where all
other sectors have not been able to. Critics fear that the inflow of FDI in retailing
will restrict the labor absorbing capacity of the retailing sector

since the international retailing giants employ labor saving machinery and know-
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how both to add value to their service as well as to enhance their profit. And given
the fact that the manufacturing is not in a vibrating state to absorb those who are
displaced from the retailing by the advent of FDI, the poor and the unemployed
will find the going very difficult for them. There will be a hike in the rate of both
unemployment and underemployment.

It has also been said that the domestic organized retailing is underdeveloped
and in a nascent stage. Therefore, it is important that the domestic retailing sector
is allowed to grow and consolidate first before the sector is opened to FDI. FDI in
retailing may also widen the rural -urban divide in the sense that most of the
retailing centers would be set up in the cities where both the density of population
and level of income of the people are high. These retail centers would also attract
cheap labor from the rural areas and thereby deplete the hinterland of its
workforce. In addition, organized retailing with FDI would result in bevy of
buildings and multiplexes. Unless their constructions are regulated, they will also
add to the chaotic muddle of urban cape.

After having expatiated on the possible pitfalls of allowing FDI in retailing, it
is also necessary to understand the distinction between appearance and reality.
Much of the prognostication of gloom is based on a theoretical understanding of
the situation. In reality, the research conducted by the Indian Council for
Research on International Economic Relations (ICRIER) has revealed that there is
no evidence of overall decline in the employment of the Unorganized retailing
sector as a result of the advent of FDI in organized retailing and that the rate of closure
of small shops for the same reason is very minimal.

The Medium and Small Enterprise that plays a critical role in country’s
overall manufacturing scenario has lagged and suffered due to lack of branding
and avenues to reach out to the vast world market. The international retailers can
buy from them not only for the domestic market but for their stores outside the
country also and in the process provide the small and medium enterprises of the
country a brand name and a window to the international market. In fact, it is

estimated that FDI in retailing can significantly increase export from the country.
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In the light of all that have been discussed above it can be said without any
dispute that the time for allowing FDI in Multi -Brand Retailing has come and as
Victor Hugo has said “Nothing can stop an idea whose time has come”. FDI in Retailing
started with FDI in cash and carry wholesale trading first permitted in

1997 to the extent of 100% under the Government approval route and thereafter in
2006 brought under the automatic route. In 2006 again FDI in Single Brand
Retailing was permitted to the extent of 51%. From here it is but natural and
logical that FDI would now proliferate to multi-brand retailing. But the progression
to FDI in multi-brand retailing cannot take place at the cost of vital concerns
raised in connection with this possible change by different groups; viz, the
question of adaptability of the retailers in the unorganized sector, the question as
to how the FDI in retailing can be harnessed for the benefits of Indian agriculture
and Medium and Small Enterprise and above all how to impart into the economy a
degree of resilience to withstand the changes that would be ushered in the wake of
introduction of FDI in retailing. All these concerns have to be addressed not
because the Left wing political parties and the media through their campaign have
necessitated such attention but because we are constitutionally bound to do so.
Unlike FDI in single brand retailing which pertains to brand loyal and a relatively
small high income clientele, FDI in multi-brand retailing would have direct impact
on a vast spectrum of population and thus a sensitive issue. Left alone foreign
capital will seek ways through which it can only multiply itself, and unthinking
application of capital for profit, given our peculiar socio-economic conditions, may
spell doom and deepen the hiatus between the rich and the poor. Thus the proliferation
of foreign capital into multi-brand retailing needs to be anchored in such a way
that it results in a win-win situation for India. This can be done by integrating into
the rules and regulations for FDI in multi-brand retailing certain inbuilt safety valves.
For example FDI in multi —-brand retailing can be allowed in a calibrated manner with
social safeguards so that the effect of possible labor dislocation can be analyzed and
policy fine tuned accordingly. To ensure that the

foreign investors make a genuine contribution to the development of infrastructure
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and logistics, it can be stipulated that a percentage of FDI should be spent towards
building up of back end infrastructure, logistics or agro processing units. One of
the justifications for introducing FDI in multi-brand retailing is to transform the
poverty stricken and stagnating rural sphere into a forward moving and
prosperous rural sphere. To actualize this goal it can be stipulated that at least
50% of the jobs in the retail outlet should be reserved for rural youth and that a
certain amount of farm produce is procured from the poor farmers. Similarly to
develop our small and medium enterprise, it can also be stipulated that a
minimum percentage of manufactured products be sourced from the SME sector
in India. Public Distribution System is still in many ways the life line of the people
living below the poverty line. To ensure that the system is not weakened the
government may reserve the right to procure a certain amount of food grains for
replenishing the buffer. The government may also put in place an exclusive
regulatory framework to protect the interest of small retailers. It will ensure that
the retailing giants do resort to predatory pricing or acquire monopolistic
tendencies. Besides, the government and RBI need to evolve suitable policies to enable
the retailers in the unorganized sector to expand and improve their efficiencies
Challenges of Retail Management in India

To achieve and maintain a foothold in an existing market, a prospective retail
establishment must overcome the following hurdles:

e Regulatory barriers including

oRestrictions on real estate purchases, especially as imposed by local

governments and against "big-box" chain retailers;

o Restrictions on foreign investment in retailers, in terms of both absolute
amount of financing provided and percentage share of voting stock (e.g.,
common stock) purchased;

¢ Unfavorable taxation structures, especially those designed to penalize or
keep out "big box" retailers (see "Regulatory" above);

e Absence of developed supply chain and integrated IT management;
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e High competitiveness among existing market participants and resulting low
profit margins, caused in part by
o Constant advances in product design resulting in constant threat of

product obsolescence and price declines for existing inventory.
e Lack of properly educated and/or trained work force, often including
management, caused in part by loss in Business. Lack of educational
infrastructure enabling prospective market entrants to respond to the above
challenges.
New entrants in Retail Marketing

Some of the most common market entry strategies are: directly by setup of
an entity in the market, directly exporting products, indirectly exporting using a
reseller, distributor, or sales outsourcing, and producing products in the target
market. Others include:

» Licensing

Greenfield project
Franchising
Business alliance
Exporting
Turnkey project

YV V V V V VY

Joint ventures
» Outsourcing

Emerging sectors in Retail Management

The India Retail Industry is the largest among all the industries, accounting
for over 10 per cent of the country GDP and around 8 per cent of the employment.
The Retail Industry in India has come forth as one of the most dynamic and fast paced
industries with several players entering the market. But all of them have not yet tasted
success because of the heavy initial investments that are required to break even
with other companies and compete with them. The India Retail

Industry is gradually inching its way towards becoming the next boom industry.
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The total concept and idea of shopping has undergone an attention drawing
change in terms of format and consumer buying behavior, ushering in a revolution
in shopping in India. Modern retailing has entered into the Retail market in India
as is observed in the form of bustling shopping centers, multi-storied malls and
the huge complexes that offer shopping, entertainment and food all wunder one
roof. A large young working population with median age of 24 years, nuclear families
in urban areas, along with increasing workingwomen population and emerging
opportunities in the services sector are going to be the key factors in the growth of the
organized Retail sector in India. The growth pattern in organized retailing and in the
consumption made by the Indian population will follow a rising graph helping the
newer businessmen to enter the India Retail Industry. In India the vast middle class
and its almost untapped retail industry are the key attractive forces for global retail
giants wanting to enter into newer markets, which in turn will help the India Retail
Industry to grow faster. Indian retail is expected to grow
25 per cent annually. Modern retail in India could be worth US$ 175-200 billion
by 2016. The Food Retail Industry in India dominates the shopping basket. The Mobile
phone Retail Industry in India is already a US$ 16.7 billion business, growing
at over 20 per cent per year. The future of the India Retail Industry looks promising
with the growing of the market, with the government policies becoming more favorable
and the emerging technologies facilitating operations.
Suppliers and buyers rivalry Retail Management
e Counter service, where goods are out of reach of buyers and must be
obtained from the seller. This type of retail is common for small expensive items
(e.g. jewelers) and controlled items like medicine and liquor. It was common
before the 1900s in the United States and is more common in certain
countries like India.
e C(lick and Commute, where products are ordered online and are picked up
via a drive through.
e Ship to Store, where products are ordered online and can be picked up at

e retailer's main store
th tailer' t
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Delivery, where goods are shipped directly to consumer's homes or
workplaces.

Mail order from a printed catalog was invented in 1744 and was common in
the late 19th and early 20th centuries. Ordering by telephone was common
in the 20th century, either from a catalog, newspaper, television
advertisement or a local restaurant menu, for immediate service (especially
for pizza delivery), remaining in common use for food orders. Internet
shopping — a form of delivery — has eclipsed phone-ordering, and, in
several sectors — such as books and music — all other forms of buying.
There is increasing competitor pressure to deliver consumer goods-
especially those offered online- in a more timely fashion. Large online
retailers such as Amazon.com are continually innovating and as of 2015
offer one-hour delivery in certain areas. They are also working with drone
technology to provide consumers with more efficient delivery options. Direct
marketing, including telemarketing and television shopping channels, are
also used to generate telephone orders. Started gaining significant market share
in developed countries in the 2000s.

Door-to-door sales, where the salesperson sometimes travels with the goods
for sale.

Self-service, where goods may be handled and examined prior to purchase.
Digital delivery or Download, where intangible goods, such as music, film,
and electronic books and subscriptions to magazines, are delivered directly
to the consumer in the form of information transmitted either over wires or
air-waves, and is reconstituted by a device which the consumer . The digital
sale of models for 3D printing also fits here, as do the media leasing types of

services, such as streaming.
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UNIT-I
S.No Questions option1 | option2 | option3 | option4 | Answer
1 The word retail is derived from
French Italy English Japan French
Which of the following is a | Designed | Controlle | Intended Regulate | Regulate
characteristic ~ of  debtor- | to monitor | d by | to increase [-d by | d by
2 creditor relationships: accounts industry. | competitio | various | various
standards | n laws laws
Which of the following is. a | Strict Limited | Reduced Uniform | Reduced
benefit of the business-format | operating | number risk of | store risk  of
3 franchise arrangement: hours of failure appearan | failure
vendors ce
For which of the following | Baby Generatio | Local Senior Local
4 | markets would producers use a | boomers nX consumers | citizens | consume
short channel of distribution rs
. The word tailer means to join | to cut | to co- to cut
together again combined | venture | again
is a process in which | Selling Buying Buying Retailing | Retailing
goods are transported to final for for
° consumers selling manufactu
ring
consists of the | Merchandi | Retailing | Selling Selling Retailing
! activities involved in selling | sing at bulk
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the ultimate

consumer for personal, non-

directly to

business use

The Retailer is the | First second intermedia | final intermedi
8 in the marketing | person person te person ate
channel
bridges the cap | Retailer Whole Agent Broker Retailer
9 | between the manufactuer to seller
consumer
The total number of members | channel distributi | distributio | channel | channel
10 | inachannel is called length. . on n pattern | width. length. .
intensity.
Channel members' sharing | pricing. promotio
inventory and order-processing planning. | distributio | N distributi
information through. databases n. on.
1 and computer  system is_an
example-of use of technology
in
Which statement is not a [¢/A retailer | A retailer | Sales Crises Sales
benefit. of formulating a retail | is forced to | IS shown | maximizat | are maximiz
strategy? study the | how it|ion is| anticipat | ation is
legal, can stressed. ed and | stressed.
12 economic, | differenti often
and ate itself avoided.
competitiv | from
e market. | competit
ors.
A retailer's commitment to a | Objectives | Organiati | retailing image Organiati
type of business and to a onal concept onal
13 distinctive  role in  the mission mission

marketplace is its:
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Which form of organization is | Sole Partnersh | Corporatio | Franchie | Corporati
14 | subject to double taxation? Proprietors | ip ns se ons
hip
Which  form  of  retail | Sole Partnersh | Corporatio | Franchie | Corporati
organization comprises the| Proprietors | ip ns se ons
1 largest percentage of Canadian | hip
retail store sales?
Planning authority ability is | owner- professio | centralize | decentral | centraliz
limited to top management or | manager nal d structure | ized ed
16 ownership in a(n): system manager structure | structure
system
Which statement concerning | The ability | The Independe | Most Most
the impact of time demands on | or inability | ability or | nt . stores | retailers | retailers
a retailer is not correct? to delegate | inability | often have | work work
duties to more only only
affects the | automate | intensive | when the| when the
17 number of | operation | participati | store is| store s
hours s affects | on by the | open. open.
worked. the owner
number | than chain
of hours | operations
worked.
Which of the . following | butcher motel coin- movie butcher
businesses requires. the most | shop operated theatre shop
18 involvement by the owner? laundroma
t
Operating efficiency is|1 -1 - | (operating | (compan | (operatin
expressed as: (operating | (compan | expenses/c | y g
19 expenses/c |y ompany sales/ope | expenses
ompany sales/ope |sales)-1 | rating /compan
sales) rating expenses |y sales) -
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expenses) )-1 1

A retailer with sales of | 0.25 0.45 0.55 0.75 0.55

$1,000,000 and operating
20 expenses of $450,000 has an

operating efficiency rate of:

Stockholders, consumers, | the a target market a

suppliers, employees, and | uncontrolla | retailer's | markets segments | retailer's

government are examples of: ble publics publics
21 variables

facing a
retailer

When retailers identify | mass niche bifurcated | middle niche

customer segments and | merchandi | retailing | retailing market retailing
22 | develop unique strategies to| sing retailing

meet the desires of these

segments, they are using:

A department store attempting | multiple market mass target mass

to sell"its goods and services to| segmentati | segmenta | marketing | marketin | marketin
23 a broad spectrum of consumers| on tion g g

is employing a strategy of:

Those aspects of business that | controllabl | demogra | lifestyle uncontro | controlla

a retailer can directly affect,| e variables | phic measures | llable ble
24 |such as store hours and statistics variables | variables

merchandise lines carried, are

referred to as:

Which is not considered one of | the retail | human operations | merchan | merchan
25 | the elements of "managing a | organizatio | resource | manageme | dise dise

business” in a retail strategy? n managem | nt manage | manage
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ent ment and | ment and
pricing pricing
26 Which of these is not an | consumers | store technolog | competit | store
uncontrollable variable? location |y ion location
A systematic procedure for | control feedback | strategic a retail |a retail
27 | analyzing the performance of a planning | audit audit
retailer is called:
During each stage in the | consider refrain look for | consider | look for
development of a retail| only from both no both
strategy,  retail  managers| controllabl | “fine positive problems | positive
should: e variables | tuning" and with the | and
28 the negative governm | negative
strategy | feedback ™ | ent to be | feedback
a form of
negative
feedback
Which of the following'is not a | growth stability | market return on | return on
29 |sales objectives share investme | investme
nt nt
Generally this type of retailer | Departmen | Super Warehous | Specialit | Super
concentrates in supplying. a| tal Stores | markets | eretailers |y markets
30 range of food and beverage retailers
products.
type of retailer is | Departmen | Super Warehous | Specialit | Warehou
usually situated in retail or| tal Stores | markets | eretailers |y se
31 Business Park and where retailers | retailers
premises rents are lower.
This type of retailer is often | Departmen | Super Warehous | Specialit | Departm
32 | the most complex offering a | tal Stores | markets | eretailers |y ental
wide range of products and can retailers | Stores
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appear as a collection of
smaller retail stores managed

by one company.

type of retailer | Speciality | Convenie | E-tailers Discount | Specialit

is able to offer the customer | retailers nce Retailers |y

33 expert knowledge and a high retialers retailers
level of service.
This type of retailer enables | Speciality | Convenie | E-tailers Discount | E-tailers
customers to shop on-line via| retailers nce Retailers

34 the internet and buy products retialers
which are then delivered.
sually located in residential | Speciality | Convenie | E-tailers Discount | Convenie
areas this type of retailer offers | retailers nce Retailers | nce

35 |a limited range of products at retialers retialers
premium prices< due to the
added value of convenience.
This type of retailer offers a [ Speciality | Convenie | E-tailers Discount | Discount
variety of discounted products. | retailers nce Retailers | Retailers
They offer low prices on less retialers
fashionable branded products

30 from a range of suppliers by
reselling ‘end. of line. and
returned goods  at. discounted
prices.
One reason a channel of | ability to | personalit | authority | capacity | authority
distribution that has strong| provide y to | to demand| to to

37 | leadership is often able to| training develop | cooperatio | regulate | demand
avoid conflict within the friendshi | n change cooperati
channel is because the leader ps on
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A system consists of | Chain store | Discount | super Specialit | Chain
four or more stores which stores stores y store
carry the same kind of retailers
38 | merchandise are centrally
owned and managed and
usually are supplied from one
or more central warehouses.
selling is otherwise | Departmen | Direct Super Specialit | Direct
39 | called as home selling tal selling | selling stores y selling | selling
selling
can be referred as a | Retailing | Whole Agent Brokerag | Retailing
distribution channel function selling selling e
where o0e organisation buys
products from manufacturers
40 or the supplying firm firms or
manufacturers  the  product
themselves, and sells these
products directly to consumers
engages in the process |-Retailer Whole Agent Brokers | Retailers
of sorting through collection of seller selling
an assortment of goods and
“ services from a wide range of
suppliers and offering them for
sale
POP means_ Point  of | Point of | Point of | Point of | Point of
4 Purchase Packing | Product Price Purchase
A operates | Chain Supply others Chain
multiple outlets (store units) | Retailer Independ | Chain Retailer
43 under common ownership ent Managem
retailer ent
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retailers own and | Independe | Franchise | Chain Co- Independ
run a single shop and| ntretailer |s Retailers | operative | ent
4 determine their policies stores retailer
independently
are small stores | Super Hyper Convenien | Specialty | Convenie
generally located near | market market ce store store nce store
45 residential premises and kept
open till late night
A open only one | Convenien | Super Hyper Independ | Independ
46 | retail unit ce store market market ent ent
Retailer | Retailer
A is usually a retailer | Convenien | Super Hyper Independ | Convenie
that is well located, open long| ce store market market ent nce store
4 hours, and carries a moderate Retailer
number of items
involves a contractual | Merchandi. | Franchin | Independe | Chain Franchin
agreement between alsing g nt retailing | g
franchisor  and a  retail Retailing
franchise, which allows the
48 | franchise to conduct a given
form of business under an
established name and
according to a given pattern of
business
A is a retailing | Direct Vending | Discount | Direct Vending
format involving coin or card| selling Machines | selling marketin | Machine
9 operated dispensing of goods g S
and services.
A IS a | Factory Direct Direct Chain Factory
50 | manufacturer -owned store | outlets selling Marketing | Store outlets

selling manufacture closeouts,
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discontinued merchandise,

irregulars, cancelled orders etc

A store concentrates | Conventio | Direct Chain Factory | Conventi
on selling goods or service line| nal  super | selling Retailers | outlets onal
> such as  apparels  and| market super
accessories, toys etc market
goods are more | Specialty | Convenie | Durable perishabl | Specialty
unique than most products and nce e
52 | customers generally do not
mind travelling for purchasing
these types of product
is the store | Factory Hyper Convenien | Specialty | Factory
which sells items that are| outlet market ce store store outlet
>3 produced in excess quantity at
discount price
It is a multi-level, | Super Departme | Convenien | Specialty | Super
multi-product  retail . store | market ntal Store | ce store store market
> spread across average size of
20,000 sq.ft. to 50,000 sq.ft
engage in the | Retailers Manufact | Creditor Supplier | Retailers
process - of = sorting through urer S
collection of an assortment of
> goods and services from a
wide range of suppliers and
offering them for sale
A operates multiple | Independe | Chain Supply others Chain
outlets (store units) under | ntretailer | Retailer | Chain Retailer
>0 common ownership Managem
ent
57 are small stores | Super Hyper Convenien | Specialty | Convenie
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furnishing, domestic electronic

appliances, computers and

related products, etc.

generally located near | market market ce store store nce store
residential premises and kept
open till late night
goods requires | Specialty | Convenie | Durable perishabl | Convenie
easy access, which allow the nce e nce
>8 customers to quickly make a
purchase
goods are more | Specialty | Convenie | Durable perishabl | Specialty
unique than most products and nce e
59 | customers generally do not
mind travelling for purchasing
these types of product
retail stores | Super Hyper Convenien | Specialty | Specialty
offer a particular kind of| market market ce store store store
60 merchandise such..as home
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DEPARTMENT OF COMMERCE

SUBJECT : RETAIL MANAGEMENT
SEMESTER : VI
SUBJECT CODE: 17CMU604 B CLASS : III B.COM

UNIT - 1I

EVALUATION OF RETAILING
Theories — Retail lifecycle — Business Models — Ownership — Merchandise offered ,
Franchise, Non Store, Direct Marketing — Tele, Vending Machines, Kiosks, Cash

and Carry Global Experience — Brand Management.

Evaluation of Retailing
Theories
The theories developed to explain the process of retail development revolve
around the importance of competitive pressure, the investments in organizational
capabilities and the creation of a sustainable competitive advantage .this requires
the implementation of strategic planning by retail organizations. Growth in retail is
a result of understanding market signals and responding to the opportunities that
arise in a dynamic manner. Theories of retail of retail development can broadly be
classified as:
1) Environmental — where a change in retail is attributed to the change in the
environment in
which the retailers operate.
2) Cyclical — where change follows a pattern ad phases can have definite
identifiable
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attributes associated with them.
3) Conflict — the competition or conflict between two opposite type of retailers

leads to a new format being developed.

Vulnerability
Phase

Entry

/ Established Retailer New Retailer
High price | Low status, price
Declining ROI Limited service
Paor facilities
Limited product offers |

\ . Traditional Retailer
" Good status, high price
Elaborated service
More facilities
Extended praduct offers

Trading Phase

Environmental Theory:

Darwin’s theory of natural selection has been popularized by the phrase
survival of the fittest. Retail institutions are economic entities and retailers
confront an environment, which is made up of customers, competitors and
changing technology. This environment can alter the profitability of a single retail store
as well as of clusters and centers. The environment that a retailer competes in is
sufficiently robust to squash any retail form that does not adjust.

Thus, the birth, success or decline of different forms of retail enterprise is many
a time attributed to the business environment. For example the decline of department
stores in the western markets is attributed to the general inability of

those retailers to react quickly and positively to environmental change. Those retail
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institutions which are keenly aware of their operating environment and which
react without delay, again from the changes.

Thus, following the Darwinian approach of survival of the fittest, those
retailers that successfully adapt technological, economic, demographic and legal
changes are the ones that are most likely to grow and prosper. The ability to adapt
to change, successfully, is at the core of this theory.

Cyclical Theory:

The most well known theory of retail evolution is The Wheel of Retailing
theory. This theory helps us understand retail changes. This theory suggests that retail
innovators often first appear as low price operators with a low cost structure and low
profit margin requirements, offering some real advantages such as specific
merchandise which enables them to take customers away from more established
competitors.

As they prosper, they develop their business, offering a greater range or
acquiring more expensive facilities, but this can mean that they lose the focus that
was so important when they entered the market. Such trading up occurs as the retailer
becomes established in his own right. This in turn, leaves room for others to enter
and repeat the process. They then become vulnerable to new discounters and lower
cost structures that take their place along the wheel. Scrambled merchandising occurs
as the retailer adds goods and services that are unrelated to each other and the firm’s
original business to increase overall sales and profit margins. This is termed as the
wheel of retailing .This is depicted in, The Wheel of Retailing
Conflict Theory:

Conflict always exists between operators of similar formats or within braid retail
categories. It is believed that retail innovation does not necessarily reduce the
number of formats available to the consumer, but leads to the development of more
formats. Retailing thus evolves through a dialectic process, i.e. the blending of two
opposites to create a new format. This can be applied to developments in retailing as
follows:

1. Thesis: Individual retailers as corner shops across the country.
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2. Antithesis: A position opposed to the thesis develops over a period of
time. These are the department stores. The antithesis is a “challenge” to
the thesis.

3. Synthesis: There is a blending of the thesis and antithesis. The result is
a position between the thesis and antithesis. Supermarkets and
hypermarkets thrive. This synthesis becomes the thesis for the next
round of evolution.

Concept of Life Cycle in Retail:

The concept of product life cycle is also applicable to retail organizations.
This is because retail organizations pass through identifiable stages of innovation,
development, maturity and decline. This is what is commonly termed as the retail
life cycle.

Innovation:

A new organization is born, it improves the convenience or creates other
advantages to the final customers that differ sharply from those offered by other
retailers. This is the stage of innovation, where the organization has a few competitors.
Since it is a new concept, the rate of growth is fairly rapid and the management fine
tunes its strategy through experimentation. Levels of profitability are moderate and
this stage can last up to five years depending on the organization.
Accelerated Growth:

The retail organization faces rapid increases in sales. As the organization moves
to stage two of growth, which is the stage of development, a few competitors emerge.
Since the company has been in the market for a while, it is now in a position
to pre-empt the market by establishing a position of leadership. Since growth is
imperative, the investment level is also high, as is the profitability. Investment is
largely in systems and processes. This stage can last from five to eight years.
However, towards the end of this phase, cost pressures tend to

appear.
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Maturity:

The organization still grows but competitive pressures are felt acutely from
newer forms of retailing that tend to arise. Thus, the growth rate tends to
decrease. Gradually as markets, become more competitive and direct competition
increases, the rate of growth slows down and profits also start declining. This is
the time when the retail organization needs to rethink its strategy and reposition
itself in the market. A change may occur not only in the format but also in the
merchandise mix offered.

Decline:

The retail organization loses its competitive edge and there is a decline. In
this stage, the organization needs to decide if it is still going to continue in the
market. The rate of growth is negative, profitability declines further and overheads
are high. The retail business in India has only recently seen the emergence of
organized, corporate activity. Traditionally, most of the retail business in India has
been small owner managed business. It is difficult to put down a retail
organization, which has passed through all the four stages of the retail life cycle.
Business Models in Retail
Business models
1. Food retailers

Retailers carrying highly perishable foodstuffs such as meat, dairy and fresh
produce typically require cold storage facilities. Consumers purchase food
products on a very regular purchase cycle - e.g. daily, weekly or monthly.

2. Soft line retailers

Soft line retailers sell goods that are consumed after a single use, or have a
limited life (typically under three years) in they are normally consumed. Soft goods
include clothing, other fabrics, footwear, toiletries, cosmetics, medicines and
stationery.

3. Grocery/ Convenience Retail:

Grocery stores, including supermarkets and hypermarkets, along with

convenience stores carry a mix of food products and consumable household items

such as detergents, cleansers, personal hygiene products. Consumer consumables
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are collectively known as fast-moving-consumer goods (FMCG) and represent the lines
most often carried by supermarkets, grocers and convenience stores. For
consumers, these are regular purchases and for the retailer, these products
represent high turnover product lines.
4. An art gallery is a specialist retailer Hard-line retailer

Retailers selling consumer durables are sometimes known as hardliner
retailers automobiles, appliances, electronics, furniture, sporting goods, lumber,
etc., and parts for them. Goods that do not quickly wear out and provide utility
over time. For the consumer, these items often represent major purchase
decisions. Consumers purchase durables over longer purchase decision cycles. For
instance, the typical consumer might replace their family car every 5 years, and
their home computer every 4 years.
S. Specialist retailers

Specialist retailers operate in many industries such as the arts e.g. green
grocers, contemporary art galleries, bookstores, handicrafts, musical instruments,
gift shops. Every business has its distinctive way of organizing the very many
activities that are involved in delivering its product or service to the end consumer.
In retail parlance, one would term it as the format adopted by the retailer to reach
his end consumer. Over a period of time, as business grows, changes occur in the
environment, the customer and the geographies in which business is conducted.
Companies are confronted with new information and communication technologies,
shorter product life cycles, global markets and tougher competition. Various retail
models exist in the world of retail. To start with, let us first understand what a
business model in retail entails. A business model is the manner in which a
business chooses to serve its customers and stakeholders. In retail, a business
model would dictate the product and / or services offered by the retailer, the
pricing policy that he adopts. The communication that follows to reach out to
customers and the size looks at the location of Retailer’s retail store. This is
termed in retail as a format in which the retailer operates. It has to be borne in
mind that a retail model is relevant with reference to a particular time frame and

the critical factors, which affect the Retail model, are:
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1. Trends in market positioning

2.Competition

3. The organizational capabilities.

These three factors jointly enable the understanding of the contexts and

strategies adopted by retailers over a period of time.

The basic classification done is on the basis of store based retailers and non-
store retailers. The store based retailers can be further classified on the basis of the
merchandise that they offer, or by the manner of ownership. This section discusses

some of the prominent retail formats under each classification

Retail Formats

Store Non-Store Service
Based Based Based
Ownership Merchandise
Based Based
dlioend st Riritiss ?onvenience Stores Direct Sales N arieris setiice
Chazs Stores PSS st EMail Orders providers
Franchises PVDEaEeLs Postal Orders Banks
Specialty Stores Telemarketing Cor- Hieatals

Coroperative Stores Departmental Stores Automated Vending Service Contracts

Factory Outlets
Catalogue
Showrooms

Ownership Based Retailing

e Independent Retailers — They own and run a single shop, and determine
their policies independently. Their family members can help in business
and the ownership of the unit can be passed from one generation to next.
The biggest advantage is they can build personal rapport with consumers
very easily. For example: stand-alone grocery shops, florists, stationery
shops, book shops, etc.

e Chain Stores — When multiple outlets are under common ownership it is
called a chain of stores. Chain stores offer and keep similar merchandise.
They are spread over cities and regions. The advantage is, the stores can
keep selected merchandise according to the consumers’ preferences in a

particular area. For example: Westside Stores, Shopper’s Stop, etc.
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e Franchises - These are stores that run business under an established
brand name or a particular format by an agreement between franchiser and
a franchisee. They can be of two types —

e Business format. For example: Pizza Hut.

e Product format. For example: Ice cream parlors of Amul.

e Consumers Co-Operative Stores — These are businesses owned and run by
consumers with the aim of providing essentials at reasonable cost as compared
to market rates. They have to be contemporary with the current business and
political policies to keep the business healthy. For example: SahakarBhandar
from India, Puget Consumers Food Co-Operative from north US, Dublin

Food Co-Operative from Ireland.

Merchandise Based Retailing

1.

Convenience Stores — They are small stores generally located near residential
premises, and are kept open till late night or 24x7. These stores offer basic
essentials such as food, eggs, milk, toiletries, and groceries. They target
consumers who want to make quick and easy purchases. For example: mom-

and-pop stores, stores located near petrol pumps, 7-Eleven from US, etc.

. Supermarkets — These are large stores with high volume and low profit margin.

They target mass consumer and their selling area ranges from 8000 sq.ft. to
10,000 sq.ft. They offer fresh as well as preserved food items, toiletries, groceries
and basic household items. Here, at least 70% selling space is reserved for food

and grocery products. For example: Food Bazar and Tesco.

. Hypermarkets — These are one-stop shopping retail stores with at least 3000

sq.ft. selling space, out of which 35% space is dedicated towards non-grocery
products. They target consumers over large area, and often share space with
restaurants and coffee shops. The hypermarket can spread over the space of
80,000 sq.ft. To 250,000 sq.ft. They offer exercise equipment, cycles, CD/DVDs,
Books, Electronics equipment, etc. For example: Big Bazar from India, Wal-

Mart from US.

. Specialty Stores — these retail stores offer a particular kind of merchandise

such as home furnishing, domestic electronic appliances, computers and
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related products, etc. They also offer high level service and product information
to consumers. They occupy at least 8000 sq.ft. Selling space. For example:
Gautier Furniture and Croma from India, High & Mighty from UK.

S.Departmental Stores — It is a multi-level, multi-product retail store spread across
average size of 20,000 sq.ft. to 50,000 sq.ft. It offers selling space in the range of
10% to 70% for food, clothing, and household items. For example: The Bombay
Store, Ebony, Meena Bazar from India, and Marks & Spencer from UK.

6. Factory Outlets — These are retail stores which sell items that are produced in
excess quantity at discounted price. These outlets are located in the close
proximity of manufacturing units or in association with other factory outlets.

For Example: Nike, Bombay Dyeing factory outlets.

7. Catalogue Showrooms - these retail outlets keep catalogues of the products for
the consumers to refer. The consumer needs to select the product, write its
product code and handover it to the clerk who then manages to provide the
selected product from the company’s warehouse. For Example: Argos from UK.
India’s retail Hyper City has joined hands with Argos to provide a catalogue of
over 4000 best quality products in the categories of computers, home
furnishing, electronics, cookware, fitness, etc.

Franchise:

Franchising is essentially the permission given by one person, the
franchisor, to another person, the franchisee, to use the franchisor’s name,
trademarks and business system in return for an initial payment and further
regular payments. Each business outlet is owned and managed by the franchisee.
However, the franchisor retains control over the way in which products and
services are marketed and sold, and controls the quality and standards of the
business.

A franchise is the agreement or license between two legally independent parties
which gives:

i. a person or group of people (franchisee) the right to market a product or service
using the trademark or trade name of another business (franchisor)

ii. the franchisee the right to market a product or service using the operating
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methods of the franchisor
iii. the franchisee the obligation to pay the franchisor fees for these rights
iv. the franchisor the obligation to provide rights and support to franchisees
Eg: Coca-Cola, Goodyear Tires, Ford Motor Company
Business Definition:
Franchising has been described as:
A method of DISTRIBUTION of goods and services;
A method of MARKETING;
A method of GROWTH;
A method of CAPITAL ACQUISION;
A method of EMPLOYMENT.

For a company wishing to expand to other locations, franchising offers the
opportunity to have branch locations operated by "dedicated" managers rather
than company employees. A franchisee is dedicated because it's his business
(operating under the franchisor's name and rules) and he's made an investment. A
franchisee will sell more, service customers better, and control costs more tightly than
a company employee.

Advantages
e It is your own business
e Someone else has already had the bright idea and tested it too
e there will often be a familiar brand name which should have existing
customer loyalty
e there may be a national advertising campaign
e some franchisors offer training in selling and other business skills
e some franchisors may be able to help secure funding for your investment as
well as discounted bulk buy supplies.
Disadvantages
e [Itis not always easy to evaluate the quality of a franchise especially if it is
relatively new

e [Extensive enquiries may be required to ensure a franchise is strong
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e Part of your annual profits will have to be paid to the franchisor by way of
fee.
e The rights of the franchisor, for example to inspect your premises and
records and dictate certain methods of operation, may seem restrictive
e Should the franchisor fail to maintain the brand name or meet other
commitments there may beery little you can do about it.
Non-Store Based (Direct) Retailing

It is the form of retailing where the retailer is in direct contact with the consumer
at the workplace or at home. The consumer becomes aware of the product via
email or phone call from the retailer, or through an ad on the television, or
Internet. The seller hosts a party for interacting with people. Then introduces and
demonstrates the products, their utility, and benefits. Buying and selling happens at
the same place. The consumer itself is a distributor. For example: Amway and
Herbalife multi-level marketing.
Non-Store based retailing includes non-personal contact based retailing such as -

e Mail Orders/Postal Orders/E-Shopping - The consumer can refer a
product catalogue on internet and place order for purchasing the product
via email /post.

e Telemarketing — the products are advertised on the television. The price,
warranty, return policies, buying schemes, contact number etc. are
described at the end of the Advt. The consumers can place order by calling
the retailer’s number. The retailer then delivers the product at the
consumer’s doorstep. For example, Asian Sky shop.

e Automated Vending/Kiosks — It is most convenient to the consumers and
offers frequently purchased items round the clock, such as drinks, candies,
chips, newspapers, etc.

The success of non-store based retailing hugely lies in timely delivery of

appropriate product.
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Service Based Retailing:

These retailers provide various services to the end consumer. The services
include banking, car rentals, electricity, and cooking gas container delivery. The
success of service based retailer lies in service quality, customization,
differentiation and timeliness of service, technological up gradation, and consumer-
oriented pricing.

Tele, Vending Machines:

Smart technologies will drive the increasing variety and personalization of
products offered through vending machines. Automatic merchandising—or
vending machine retailing—has been a proven business concept for more than a
century. This business is highly appealing because of the low startup cost, low
working capital and low overhead. This is a cash business, with you collecting the
money when you replenish supplies.

New trends in vending: Mobile Payment:

Mobile payment options such as Apple Pay, Android Pay and Samsung Pay
are a good fit for vending machines because they bring significant operating---cost
savings to operators while also minimizing sales losses due to machine
malfunctions. Thanks to their lower operating costs, vending machines have
become a more viable point-- of---sale channel, which, in turn, has driven higher
demand for vending options.

Kiosks:

Multimedia kiosks are placed in stores, shopping malls, libraries and
railway stations. Loyalty card holders use these kiosks while entering the store in
order to know the details of special offers and check the number of points to their
credit. They receive updated knowledge about new products. multimedia kiosks
are used by the retailers to cross-sell related products. For example, a session with
a beautician may be booked in a health care store, customers booking holidays,
arranging insurance and purchasing tickets, etc.,

Cash and carry global experience:
The cash and carry retailing format was started in 1958, Batleys and

followed by Nurdin and Peacock in 1960. In India it is still struggling to grow.
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Cash and Carry operators buy goods in large quantities from the manufacturer or
buying group and then sell these goods to their retail customers. Cash and Carry
Retail is becoming the favorite choice of all retail players. The growth in the
organized retailing has resulted in the establishment of departmental stores,
supermarkets, rural retailing, e-retailing , luxury retailing and the new way of
retailing i.e. cash and carry retailing. The Retail Industry in India has come forth
as one of the most dynamic and fast paced industries with several players entering
the market. But all of them have not yet tasted success because of the heavy initial
investments that are required to break even and because of much intense competition.
For a cash and carry retailer, scenario is much more challenging. In this stage the
market is still big and growing, but the space for new entrants will become tighter
and retailers should act quickly at this stage because retailers at this stage have
limited time to explore, and also their margin for error is thin. Since Cash and
Carry retailing is towards business customers, therefore building of relationship
and trust becomes much more relevant and required.

Brand Management:

Brand management begins with having a thorough knowledge of the term
“brand”. It includes developing a promise, making that promise and maintaining it.
It means defining the brand, positioning the brand, and delivering the brand. Brand
management is nothing but an art of creating and sustaining the brand. Branding
makes customers committed to your
business. A strong brand differentiates your products from the competitors. It
gives a quality image to your business.

Brand management includes managing the tangible and intangible
characteristics of brand. In case of product brands, the tangibles include the product
itself, price, packaging, etc. While in case of service brands, the tangibles include the
customers’ experience. The intangibles include emotional connections with the
product / service.

Branding is assembling of various marketing mix medium into a whole so as
to give you an identity. It is nothing but capturing your customers mind with your

brand name. It gives an image of an experienced, huge and reliable business.
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It is all about capturing the niche market for your product / service and about

creating a confidence in the current and prospective customers’ minds that you

are the unique solution to their problem.
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S.No Questions option 1 | option 2 | option 3 | Answer
The floor plan is best
1 used for high end¢ specialty
stores Angular | Geometric | Mixed | Angular
The floor plan is a
) suitable store design for clothing Geometr
and apparel shops Angular. | Geometric | Mixed ic
The floor plan
incorporates the straight
3 diagonal and angular floor plans
to create the most functional
store design Angular | Geometric | Mixed Mixed
The floor plan is an | Straight | Diagonal | Mixed Straight
4 excellent store layout for almost
any type of retail store
offers excellent | Straight | Diagonal | Mixed Diagona
5 visibility  for cashiers and I
customers
_ uses racks and fixtures | Straight | Diagonal | Mixed Geometr
6 to create an interesting and out- ic
of-the ordinary type of store
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design without a high cost.

The floor plan is a good | Straight | Diagonal | Mixed Diagona
7 store layout for self-service types I
of retail store
goods requires easy | Conveni | Speciality | Design | Conveni
access, which allows the| ence ence
8 customers to quickly make a
purchase
goods are more | Conveni | Speciality | Design | Specialit
unique than most products and | ence y
9 customers generally do not mind
travelling for purchasing these
types of products
A stores normally sells.| Conveni | Speciality | Design | Shoppin
items at a higher price which are| ence store g stores
10 purchased frequently by the| store
customers.
This concept is based on having | Demogr | Economic | flow- flow-
information on consumer | aphic study through | through
11 demand that allows the flow of | study replenis | replenis
goods to be regulated by actual hment hment
needs in the retail stores
Retailers can obtain information | Demogr | Economic | flow- Demogr
about the consumer‘s age, | aphic study through | aphic
gender, income,  education, | study replenis | study
12 family characteristics, hment
occupation, and many other
items.
is a measure of the | Demogr | General flow- Gross
13 goods and services produced in | aphic study through | domesti
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the country study replenis | c
hment product
The for a retailer‘s | Demand | Supply Availabi | Demand
goods and services will influence lity
14| where the retailer will locate its
stores.
The is defined as the | Trade Country region Trade
geographic area within which the | area area
15 retail customers for a particular
kind of store live or work
__ isthe process of grouping | target market trade market
individuals according to| market | segmentati | area segment
16 characteristics that help define on ation
their needs.
Each  market.  segmentation | market | target trade market
17 groups of similar individuals is | segment. | market area segment.
called a
Choosing a market from various | market | target trade target
18 segments is called segment. | market area market
The term is derived from | Demogr | Economic | flow- Geo-
the demographics of population | aphic study through | demogra
19 coupled with the geographic | study replenis | phics
dimensions of populations hment
__isthe total dollar sale that | market | target trade Retail
can be obtained by all stores| segment. | market area market
selling a particular retail product, potential
20 product line, or group of services
within the retail trade area if
everything was maximized
)1 A s the specific estimate | retail target market | retail
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of sales volume that a retailer | sales potentials | potential | sales
expects. forecast S forecast
examines the level of | Reilly's | Huff's Concent | index of
competitions and the retail sales | Model Model ric retail
22 in a given geographical area. Zones saturatio
n
A typically offers a | Commu | Neighbour | Business | Commu
wider range of apparel and other | nity hood District | nity
23 soft goods than the | Shoppin | shooping Shoppin
neighbourhood center. g Centre | centre g Centre
shopping  centers | district | Communit | Regiona | Regiona
provide full depth and variety in y I I
sa | apparel, furniture, home Shopping
furnishings, and general centre
merchandise
Power centre includes departm | off — price | warehou | All  of
75 ent stores seclub | these
stores
GLA stands for Gross Grass left | Grass Gross
26 leasable | area leviable | leasable
area area area
This center typically employees | Super specialty | Power Festival
a unifying theme that is carried | regional | center center center
27 out by the individual shops in| shoppin
their architectural design and, to | g center
an extent, in their merchandise
Stock of items that need to be | forward | reserve a forward
)8 available to salespeople quickly | stock stock warehou | stock
would most often be kept in se.
- When customers complain, what | Custome | Store Custome | Store

Prepared by Dr.Sashikala .V & Dr.S.Jegadeeswari, Department of Management, KAHE

Page 4



Unit-II: One Mark Questions

is the general rule that business | r procedure | r service | policy
personnel follow in order to| complai plan
assure that customer receive fair | nt plan
and consistent treatment?
It encompasses the largest, most | Super specialty | Power Super
complete assortments of goods | regional | center center regional
and services backed by four or | shoppin shoppin
30 more department store in the | g center g center
100,000-square — foot and larger
class.
The _ is a shopping area | central | Super specialty | central
located in either the central | business | regional center business
31 downtown area or another area| district | shopping district
in the city with a concentration center
of businesses.
This type of retail store stands | Free Super specialty | Free
alone, physically separate from | standing. | regional center standing
32 other retail stores. location | shopping location
S center S
. are special cases of | Free Super specialty | Drive in
freestanding.  sites that are| standing | regional center location
33 selected for the purpose * of | location | shopping S
satisfying the needs of customers | s center
who shop in their automobile
A _ analysis may be | Free Drive in | traffic traffic
described in terms of why a| standing | locations | flow flow
customer is making the trip :| location
34 whether it is to or from work, for| s

shopping, or for pleasure or

recreation.
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A comprehensive plan would | Custome | Free Store Store
include a process for community | r focus | standing image image
obtaining customer feedback locations
35 regarding improvements and for
continuously updating the design
to reflect changing customer
needs wants.
Value of space depending on the | Sales Sales per | Sales Sales
location within the store is | per item  of | per per
36 expressed as square product month square
foot foot
The common measure of items | Sales Sales per | Sales Sales
like groceries, pet foods etc per item  of | perday | per liner
37 square product foot
foot
An  emerging  method of | Sales Sales per | Sales sales per
calculating space value on-the | per item  of | perday | square
38 shelf is square product foot of
foot exposur
e space
The relevant method for freezer | sales per | Sales per | Sales Sales
and refrigeratorsis _ square square per per
39 foot of | foot cubic cubic
exposur foot foot
e space
The goods are exposed in show | Direct Central Stock Direct
40 cases, counters, and drawers, or | selling | storage room selling
concealed behind cabinet doors. | storage storage
In type of storage the | Direct Central Stock Stock
a1 goods are stored directly behind | selling storage room room
the selling area and in the | storage
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perimeters
is best located next to | Direct Central Stock Central
receiving and marking areas and | selling storage room storage
42 as close as possible to selling | storage
areas.
displaying all the inventory on | Direct Central Stock Open
43 hand and eliminating dead space | selling storage room storage
storage
is a natural extension of | free grid shop shop
a4 the free flow layout | flow pattern. concept | concept
arrangements pattern.
__are goods customers buy as | Impulse. | convenien | shoppin | Impulse
45 unplanned purchases. goods ce goods | g goods | goods
is achieved by placing | Formal | Informal | formal Formal
46 similar items equal distance from | balance | balance display | balance
the center.
is achieved by | Formal" | informal formal Informal
placing different sized goods-or | balance | display display | balance
47 objects away from the  center
based on their relative size.
This is a graphical representation | Shelving | Flooring Plano Plano
that visually shows the space to be gram gram
allocated by describing where
48 every stock keeping. unit(SKU)
within a space is physically
located.
What does a chain of auto-parts | Effectiv | Private Regiona | Effectiv
stores need to develop to|e order| delivery I e order
49 | eliminate the possibility of | fulfillme | service | warehou | fulfillme
individual stores running out of | nt sing nt
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products? system network | system
The routine  stock-handling | checkin | moving it | pricing | checkin
process after merchandise has| g it [to the | it g it
arrived at the shipping dock | against | sales area| accordin | against
involves the where it is| g to the | the
shipping | checked to| instructi | shipping
bill, ensure ons on | hill,
marking |that  the| the bill | marking
50 it with a | UPC code | of lading | it with a
selling is on each| and selling
price, item securing | price,
and it until it | and
transferr IS transferr
ing it to purchase | ing it to
the sales d the sales
area area
What is one reason why many. | To To order | To To
businesses use warehouses? conserve | products | coordina | coordina
51 resource te te
S shipmen | shipmen
ts ts
Having the ability to monitor the | employe | merchandi | propose | merchan
sales performance of each|e se d dise
52 department is one reason why | training | classificati | merchan | classific
large home improvement stores| process | onsystem | dise ation
monitors the plan. system
Laws that prohibit the sale of | limit promote increase | limit
unsafe products are examples of | economi | competitio | producti | economi
>3 factors that C n on C
freedom freedom
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Which of the following do many | Sales Office Equipm | Employ
54 businesses believe to be their | revenue | supplies ent ees
most important resource
Employees should answer the | be a | reflect the | handle a | project
telephone in a businesslike | candidat | importanc | lot of | the
55 manner in order to e for a|e of the|calls at|image of
promoti | job. one time | the
on. business
Before organizing an oral | gather determine | determin | determin
presentation, the  presenter | informat | the size of | e the | e the
should ion from | the purpose | purpose
>6 a variety | audience. | or nature | or nature
of of the|of the
SOurces. message | message
Which of the following is a| To To To To help
reason why it IS Important for| promote | encourage | develop |employe
57 businesses to have effective staff | social personal business | es do a
communication interacti | relationshi | co good job
on ps
Purchasing insurance to cover | retention | avoidance | transfer | transfer
business risks is an example of | .
>8 business risks' being. handled
through
Increased consumer spending | unemplo | interest demand | demand
indicates that the economy is|yment rates for for
59 stable and growing because | levels products | products
increased spending leads to an
increase in
A worker who completes a | double | the accuracy | the
60 transaction in  which money | counting | undergrou | in undergr
changes hands but no receipts nd counting | ound
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are kept and the income is not economy econom
reported to the government is y

participating in
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UNIT- II

RETAIL OPERATIONS

Factors influencing location of Store - Market area analysis — Trade area
analysis — Rating Plan Method - Site evaluation. Retail Operations: Stores Layout
and visual merchandising, Stores designing, Space planning, Inventory

management, Merchandise Management, Category Management.

Retail Operations
Factors influencing location of store:

Where you choose to locate your retail business will have a major impact on
everything your shop does. The difference between selecting the wrong location
and the right site could be the difference between business failure and success.
Before choosing a retail store location, define how you see your business, both now
and in the future.

e What do your customers look like?

e Can you visualize your building?

¢ Do you know what you want to sell and what you want your business to be
known for?

e Have you determined how much retail space, storage area, or the size of the

office you need?
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Without the answers to these basic questions, it will be hard to find the perfect
location for generating the maximum amount of profit for your retail store.
Market area analysis:

. Market size (current and future)
. Market trends

. Market growth rate

. Market profitability

. Industry cost structure

. Distribution channels

. Key success factors

0o N O o A W N

. Key success details

Market analysis strives to determine the attractiveness of a  market,
currently and in the future. Organizations evaluate future attractiveness of a
market by understanding evolving opportunities and threats as they relate to that
organization's own strengths and weaknesses.
Organizations use these findings to guide the investment decisions they make to
advance their success. The findings of a market analysis may motivate an organization
to change various aspects of its investment strategy. Affected areas may include
inventory levels, a work force expansion/contraction, facility expansion,
purchases of capital equipment, and promotional activities.
Trade area analysis:

Market trends are the upward or downward movement of a market, during a
period of time. The market size is more difficult to estimate if one is starting with
something completely new. In this case, you will have to derive the figures from the
number of potential customers, or customer segments.

Besides information about the target market, one also needs information
about one's competitors, customers, products, etc. Lastly, you need to measure
marketing effectiveness. A few techniques are:

1. Customer analysis
2. Choice modeling
3. Competitor analysis
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4. Risk analysis

5. Product research

6. Advertising the research
7. Marketing mix modeling
8. Simulated Test Marketing

Changes in the market are important because they often are the source of
new opportunities and threats. Moreover, they have the potential to dramatically affect
the market size.

Examples include changes in economic, social, regulatory, legal, and political
conditions and in available technology, price sensitivity, demand for variety, and
level of emphasis on service and support.

Rating plan method:

A simple means of forecasting the market growth rate is to extrapolate historical
data into the future. While this method may provide a first-order estimate, it
does not predict important turning points. A better method is to study market trends
and sales growth in complementary products. Such drivers serve as leading indicators
that are more accurate than simply extrapolating historical data. Important
inflection points in the market growth rate sometimes can be predicted by
constructing a product diffusion curve. The shape of the curve can be estimated by
studying the characteristics of the adoption rate of a similar product in the past.
Ultimately, many markets mature and decline. @ Some leading indicators of a
market's decline include market saturation, the emergence of substitute products,
and/or the absence of growth drivers.

Site evaluation:

The site selection process includes a detailed evaluation of project needs
which are then measured against the merits of potential locations. The process
typically includes selecting and evaluating communities, real estate site analysis
and acquisition, and may include negotiating tax incentives.

According to the U.S. General Services Administration, site selection

considerations should begin early in the capital development process and play a
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significant role in pre-planning discussions. The process includes the following
steps:

. Define project criteria

. Evaluate communities

. Create short list of communities based upon project criteria

. Identify real estate sites within each finalist community

. Real estate analysis

. Negotiate tax incentives

N o o A W N

. Site acquisition

Detailed site selection typically requires nine months for federal projects and
four to six months for private sector projects. The National Environmental
Protection Act may extend the site selection timeline for federal agencies,
depending on the level of environmental analysis required
Retail operations: store building, format, layout:

Retail store’s physical characteristics are referred as atmospherics of retail
store. This will appeal customers and encourage them to buy more things.
Physical structure can broadly be classified exterior, interior, store lay out and
visual merchandising(display). Exterior refers to aspects like store front, display
windows, surrounding businesses, look of the shopping centre etc. It is considered
important to attract new customers. The interior atmospherics refers to aspects
like lightings, color, interior decorations etc.

Role of atmospherics (physical components ) in retail business
Enhance the image or retail outlet

Attract new customers

Create a define USP

Generate excitement

Facilitate easy movement inside the store

Facilitate access to merchandise inside

Ensure optimum utilization of retail space

Ensure effective and desired presentation the merchandise

V V. V V V V VYV VYV V

Reduce product search time for the customers
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» Reinforce the marketing communication of the outlet
» Influence the service quality experience

Exterior atmospherics

Exterior atmospherics refers to physical environment found outside the
store. Insignificantly affect store traffic and sales. Store exterior include -
1. Store entrance
2. Main board marquee windows
3. Lightings
4. Height of the building
S. Size of the building
6. Visibility
7. Sign board
8. Uniqueness
9. Surrounding stores
10. Parking facilities, etc.

In the competitive markets, retailers can use the store front as a strong
differentiating factor and attract and target new customers.
Interior atmospherics

Interior atmospherics refers to all aspects of the physical environment found
inside the store. Interior atmospherics affect sales, time spent in the store,
approach behavior of target segment.
Some of the important interior atmospherics are-
. Flooring
. Music
. Interior design

. Level of cleanliness

a A W N

. Lightings
Retail store layout

Store layout refers to the interior retail store arrangements of departments
or grouping of merchandise. A retail store layout is often designed to make

customers spend more money than they planned to. It is important for retailers to
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evolve a customer friendly layout. This involves paying adequate attention to
factors such as expected movements of customers, visiting the store and space allotted
to customers to shop, and making adequate provision for merchandise display.
Customer friendly layout is likely to motivate the shoppers to move around
the store and shop more than what they had planned for Store layout planning involves
decisions about allocation of floor space, product groupings and nature of traffic flow
, which can take the form of straight or gird traffic flow ,free form flow ( curving ) or
racetrack flow.

Types of Retail Store Layout:

1. Grid:

It is a commonly used system followed by conventional grocery stores as it
facilitates planned shopping behavior so that customers can easily locate products
on their shopping list. Kirana and drugs store owners commonly employ the grid
type layout. Grid arrangement is not very aesthetic, but it ensures smooth
shopping trips of shoppers within the store.

2. Free form / boutique layout:

It offers convenient during shopping. It also shown that it increases the time
that consumer are willing to spend in the store. It is mainly used for large
department stores. It is also known as boutique layout.

3. Race track layout / loop layout:

It offers an unusual, interesting and entertaining shopping experience while
also increasing impulse and promotional purchase. Retail units with multiple
departments opt for racetrack layout in order to attract shoppers to each
department. It is also known as loop layout design.

4. Stored layout:

This is a very common variant of store layout design among Indian independent
and leading retail chains in the organized sector. This type of layout not only
provides the best utilization of floor area, but also permits the retailer to set separate
sections for different product categories.

Stores Decisions:
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Layout planning involves decisions about the physical arrangement of economic
activity centers within a facility. An economic activity center can be anything
that consumes space: a person or group of people, a teller window, a machine, a
workstation, a department, a cafeteria or storage room, and so on. The goal of layout
planning is to allow workers and equipment to operate most effectively. In general,
the inputs to the layout decision are as follows:

1. Specification of the objectives and corresponding criteria to be used to evaluate
the design. The amount of space required, and the distance that must be
traveled between elements in that layout, are common basic criteria

2. Estimates of product or service demand on the system

3. Processing requirements in terms of number of operations and amount of flow
between the elements in that layout

4. Space requirements for the elements in that layout

S. Space availability within the facility itself, or if this is a new facility, possible
building configurations.

Visual merchandising / Display

It is the presentation of products in order to sell them. Good display shout
to the world that the retailer cares about his image and merchandise and most
importantly, about entertaining, informing, and educating his customers.

Benefits of effective display

» Entertains, informs and educates the customer about the product / service
in an effective and creative way

Encourages a customer to wander about to discover novelties

Re-affirms the store image

Arranges merchandise for easy access

Draw attention of the customers

Highlights merchandise to promote its sale

YV V V VYV V V

Introduces and explains new products
» Encourages customer to enter the store.

Major Types of Retail Stores
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In store - Retiling Non-Store Retailing Franchising
1. Department Stores 1. Direct Selling

2. Super Markets 2. Telemarketing

3. Discount Houses 3. Online Retailing

4. Chain Stores or 4. Automatic vending

5. Multiple Shops S. Direct Marketing.

1. Department Stores

These are large scale retail stores selling less than 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 a
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 handle 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.
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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.

Characteristic or Features of Department Stores

1. These are integrated stores performing operations in addition to other retail
stores such as wholesaling.

2. Goods are divided into different classes with different locations and
management within the store itself.

3.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.

4. 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.
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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

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.

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
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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.
2. 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 departments 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 Super Markets
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.
iv. 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.
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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.

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 cannot 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.

3. 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, and 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.

4. 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
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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.

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 trial and error, a unit sustaining losses may
be shifted to some other place or even dropped.

iv. There is flexibility in working.
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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.

II. 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,

telemarketing, online retailing, automatic vending and direct marketing.

1. 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.
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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.
Advantages of Direct Selling

i. Consumers have the opportunity to buy at home or at another convenient non
store 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
club memberships.

Telemarketing is not a 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.
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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.
2. 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 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 foreseeable 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 top of the list: books, music and videos,
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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.
3. 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.
4. 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 is order

by telephone or mail. Direct marketers can be classified as either general -
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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.
* 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.
5. 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
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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
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.
Store Design:
Customer buying behavior is an important point of consideration while designing
store layout. The objectives of store layout and design are —
» It should attract customers.
» It should help the customers to locate the products effortlessly.
» It should help the customers spend longer time in the store.
» It should motivate customers to make unplanned, impulsive purchases.
» It should influence the customers’ buying behavior.
Space Planning:
Assign Products to Plano grams. To align the assortment and space planning
processes, Just Enough allows planners to assign products to imported or created
pangrams. The integration of these processes ensures that the assortment is

always created within the space constraints of stores.
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What is Space Planning? A retailer’s goal is to drive sales and improve the
customer's shopping experience. They use a mixture of aisle navigation, product
displays, and shelving to maximize sales per square meter while creating the
ultimate shopping destination. Space planning is the process of organizing in-store
elements to create a customer flow, like a map showing you the road to featured
products. For example, grocery stores are laid out to lead you to the best- looking
products first.

Fresh food is also a retail technique used to make you feel less guilty when buying
processed foods later on. Based on buyer research, customer demand and
competitors, a retail store will reposition products, shelves, and aisles to give the
appearance of an up-to-date, modernized and vibrant store. Here are five space
planning techniques retailers use to increase sales. Space planning STechniques to
get You to Buy More:

1. Enter the Decompression Zone:

The first space you step into when you enter the store is designed to open your
mind to the shopping experience, inviting you to browse and explore. A place
designed to make you feel safe and secure. The decompression zone prepares you
for what lies ahead, helping you focus. A good decompression zone:

1. Provides a wide, open space, that’s free from clutter.

. Allows easy entrance into the store with an overview of the merchandise.

. Has no distracting marketing or advertising gimmicks.

. Welcomes you by giving you a little space.

a » W N

. Flower displays at the entrance usually entice customers to come inside
Nordstrom, an upscale fashion retailer, rolls out a long red carpet from their

decompression zone, guiding customers to their merchandise.

2. Clockwise vs. Counter-clockwise:

It’s critical for retailers to make it easy for shoppers to find the products they’re looking

for. Retail stores opt for space planning that goes counter-clockwise, from right to left,

because most of the population is right-handed and will instinctively

turn to the right. However, recently many stores have opted for the more
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unfamiliar clockwise layout, left to right, hoping it may arouse shoppers’ attention
and stimulate them more than the familiar counter-clockwise layout.

3. Slow Down:

Many retailers create little visual breaks, known as speed bumps, to give shoppers the
opportunity to make seasonal or impulse buys. Speed Bumps are created using
signage, specials or placing popular items halfway along a section, so people have to
walk all along the aisle looking for them. Retailers stock the items shoppers
buy most frequently (staple items) at the back of the store, to maximize the amount
time you spend inside the store, increasing basket size and impulse buying
opportunities. This makes it difficult for shoppers to resist grabbing other items when
making a quick trip to the grocery store. Another space planning technique
used to slow customers down is by removing windows. Disconnecting you from
the outside world, so you forget that time is passing, essentially keeping you in the
store longer.

4. Visual Appeal by Blocking

Retailers create a triangular composition, otherwise known as tiered formation,
using style or color, blocking certain products together — high at the back,
tumbling to low in the front. They start with a center feature and merchandise out
symmetrically, placing best seller items in a prominent visual location, enticing
you to buy through visual appeal.

5. Shelf Spacing

Shelf space is positioned to manipulate shoppers into buying more. This is a
highly debatable space planning technique amongst retailers, with some believing eye-
level to be the top spot for a product while others reckon higher is better. Some
retailers prefer the ‘end caps’ — where products are displayed at the end of an aisle,
believing those products receive the best visibility. Benefits of Space Planning:

By implementing above space planning techniques, retail stores create an
aesthetically pleasing layout, allowing shoppers to find the products they’re
looking for while eliminating out of stock items. Products sell at a more even

speed, creating less need for product ordering and shelf restocking. A retail store
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might opt to first test these techniques by doing real grams beforehand and then
once pangrams have been implemented, evaluated the two against one another to
determine technique effectiveness. Of course, an increase in sales would also be an
indicator of space planning success.

Some closing thoughts:

Space planning refers to the efficient flow of used space, ensuring you’re
comfortable while shopping and that the overall experience will lead you to linger
longer. Retail stores spend a lot of time creating the perfect flow across different
departments and products, persuading you to spend more money.

Inventory management

Inventory is a term used to describe unsold goods held for sale or raw materials
awaiting manufacture. These items may be on the shelves of a store, in the
backroom or in a warehouse mile away from the point of sale. In the case of
manufacturing, they are typically kept at the factory. Any goods needed to keep things
running beyond the next few hours are considered inventory. Inventory
management simply means the methods you use to organize, store and replace
inventory, to keep an adequate supply of goods while minimizing costs. Each
location where goods are kept will require different methods of inventory management.
Inventory control is the technique of maintaining the size of the inventory at
some desired level keeping in view the best economic interest of an organization.
Inventory management in the retail supply chain follows the following

sequence:

1.Request for new stock from stores to head office

2.Head office issues purchase orders to the vendor

3.Vendor ships the goods

4. Warehouse receives the goods

5.Warehouse stores and distributes to the stores

6.Shops and/or consumers (e.g. wholesale shops) receive the goods

7. Goods are sold to customers at the shops.
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The management of the inventory in the supply chain involves managing the
physical quantities as well as the costing of the goods as it flows through the
supply chain.

Types of inventory:
1. Based on stage
» Raw materials
» Working in progress
» Finished products
2. Based on purpose
Movement

Buffer

YV V V

Anticipation
» Decoupling
» Cycle
3. Based on material
» Components
» Spare parts
» Consumables
Purpose of inventory management
1. Stocking the right product
2. Able to locate the products
3. Maintain optimum level of inventory
Effective inventory management:
» Ensure a continuous supply of raw materials to facilitate uninterrupted
production.
» Maintain sufficient stocks of raw materials in periods of short supply and
anticipate price changes
» Maintain sufficient finished goods inventory for smooth sales operations,
and efficient customer service
» Minimize the carrying cost and time

» Control investment in inventories and keep it at an optimum level.
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MERCHANDISE MANAGEMENT

Merchandise management can be termed as the analysis, planning, acquisition,
handling and control of the merchandise investments of a retail operation. The process
of merchandise management includes the developing of strategies to ensure
that the right product is bought at the right price and I available at the right
place, at the right time, in the right amount, in order to satisfy the needs of the
target customer. No one in retail can completely avoid any contact with merchandising
activities. Merchandising is the day-to-day business of all retailers. As inventory is
sold, new stock needs to be purchased, displayed and sold. Hence, merchandising is
often said to be at the core of retail management.

FUNCTIONS OF A MERCHANDISE MANAGER

The merchandise manager is responsible for particular lines of merchandise. For
example, in department store, there may be separate merchandise managers for
menswear, women‘s wear, children‘s wear, etc. They would be in charge of a group
of buyers and their basic duties could be divided into four areas: planning, organizing,
directing, coordinating and controlling.

1. Planning: Through the merchandise managers may not directly be involved in
the actual purchase of the merchandise; they formulate the policies for the areas
for which they are responsible. Forecasting the sales for the forthcoming budget period
is required and this involves the estimating of the consumer demand and the
impact of the changes occurring in the retail environment. The sales forecasts are
then translated into budgets, to help the buyers work within the financial
guidelines.

2. Organizing: It involves the establishment of an intentional structure of roles
through determination and enumeration of the activities required to achieve the
goals of an enterprise and each part of it. The grouping of these activities , the
assignment of such groups of activities , the delegation of authority to carry them
out ,and provision for coordination of authority and informational relationship
horizontally and vertically to be carried out by the merchandise manager.

3. Directing: Guiding and training buyers as and when the need arises, is also a

function of the merchandise manager. Many a times, the buyers have to be guided
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to take additional markdowns for products, which may not be doing too well in the
stores. Inspiring commitment and performance on the part of the buyers is
necessary.
4.Co-ordinating:Usually, merchandise managers supervise the work of more than one
buyer, hence, they need to co-ordinate the buying effort in terms of how well it fits in
with the store‘s image and with the other products being bought by the other
buyers.
5. Controlling: Assessing not only the merchandise performance, but also the
buyer‘s performance, is a part of the merchandise manager's job. Buying
performance may be evaluated on the basis of the net sales, mark up percentage,
the gross margin percentages and the stock turn. This is necessary to provide controls
and maintain high performance results.
Functions of Merchandisers: While good merchandise management does not
guarantee success, bad merchandise management will almost certainly result in
failure.

e Inventory-level management

e Achieving sales &profit margins

¢ Plan merchandise Availability management, as per range plan

e Merchandising strategy & planning

e Processing of purchase orders

e Analysis of data & sales budgeting

e Profitability Target & expense control

e Vendor/supplier relations for both, in house products as well as for brands.
CATEGORY MANAGEMENT:
Retail is often termed as a business of responding to change. Today'‘s retailer is
faced with a rapidly changing and demanding consumer, intense competition, and
pressures on costs. The combinations of the business condition that exist today
and the advances in technology have created an opportunity for the development
of new management approaches. One such approach is that of category

management.
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Category Management can be defined as —the distributors‘ / suppliers® process of
managing categories as strategic business units, producing enhanced business results
by focusing on delivering consumer value. Thus, a category is a basic unit of analysis
for making merchandising decision. In general, a category is an assortment of items
that the customer sees as reasonable substitutes for each other. The fundamentals
of category management revolve around managing categories as strategic business
units.

The need to reduce costs, control inventory levels and replenish stock efficiently,
led to the concept of Efficient Consumer Response (ECR) taking shape in the
grocery retail industry in Europe and America. By focusing on a superior
understanding of consumer needs, category management provides renewed
opportunities for meeting consumer needs, and at the same time, for achieving
competitive advantage as well as lower costs through greater work process efficiencies.
Category Management can be defined as —the distributors® / suppliers‘ process of
managing categories as strategic business units, producing enhanced business
results by focusing on delivering consumer value. Thus, a category is a basic unit
of analysis for making merchandising decision. In general, a category is an assortment
of items that the customer sees as reasonable substitutes for each other. The
fundamentals of category management revolve around managing categories as
strategic business units.

At the core of the category management concept is a focus on a better
understanding of consumer needs as the Dbasis for the retailers‘and
suppliers‘strategies, goals and work processes. Technology plays a key role, as
information is a key enabler. The idea is to use this information to tailor the
product offering according to consumer needs. The offering is then measured in
terms of its sales, cost and returns per square foot. The whole process is aimed at
providing customer satisfaction and at the sometime, maximizing the returns for
the organization. This focus results in a re-evaluation of many prevalent business
practices, which may have obstructed a greater understanding of consumer needs

and opportunities.
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S.No Questions Option 1 | Option 2 | Option 3 | Option 4 | Answer
Which of the following is a | Designed. | Controlle ‘| Intended Regulate | Regulate
characteristic ~ of  debtor- | to d by| to increase | d by | d by
creditor relationships monitor | industry | competitio | various various

1 accounts< | standards | n laws laws
The total number of members | channel | distributi | distributio | channel | distribut
in a channel is called length. on n pattern | width ion

2 intensity intensity
One reason a channel  of | ability to. | personalit | authority | capacity | authorit
distribution that has strong| provide |y to [ to demand| to y to
leadership " is often able to| training | develop | cooperatio | regulate | demand
avoid conflict ~within the friendshi | n change cooperat
channel is because the leader ps ion

3 has the
It is important for the JBH | risk  of | transport | company | products | products
Company to advise all of its| inventory | ers can | can avoid | are are
channel members about a| stock- hire more | inventory | available | availabl
sales promotion that it plans| outs is | order shrinkage |to meet |e to
to hold next month so the eliminate | takers the meet the

4 d demand demand

5 Which of the following would | Store Merchan | Company | Marketin | Compan
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not change when expanding a | web site | dise president | g strategy |y
domestic retail chain overseas selection presiden
t
When a group reaches |do  not | follow do not | accept do not
consensus, it means that all of | have the leader | vote majority | vote
the members agree but they| equal rule
6 usually power
Which of the following is a | To create | To select | To To To
way that businesses can use | an selling conduct identify | identify
financial information economic | strategies | focus gr trends trends
7 system
Marketers use data to | what how how much | when to | when to
determine pricing strategies | products | much to| of the| offer. a |offer a
such as to offer spend on| product to| discount | discount
advertisin | create on the|on the
8 g product product
Which.of the following would | Historical | Unchangi | Consumer | Employe | Consum
be the ‘marketing information | data ng events | trends e er trends
most likely to be gathered and absences
analyzed "by a Marketing
Information Management
9 System
One way that technology has | digital interpers | mechanica | automate | automat
enhanced a business's. ability| presentati | onal fax || database | d ed
to  administer  telephone| on interview | networks | computer | compute
surveys in a time efficient| software |s systems | r
manner is by making it systems
10 possible to use
Holding a focus group is one | Primary | Secondar | Complem | Statistical | Primary
way for a business to collect y entary
11 marketing-
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research data.
Formula for Basic stock | Average | Average | Average | Average | Average
method stock for | stock for | stock for| stock for | stock for
the the the season | the the
season —|season + | X season /| season —
Average | Average | Average Average | Average
monthly | monthly | monthly monthly | monthly
sales for | sales for | sales for | sales for | sales for
the the the season | the the
12 season season season season
When the stock turnover ratio | Basic Week Percentag | Stock/ Percenta
is more than six times a year | stock stock e Sales ge
method  of [ method method Variation |ratio Variatio
inventory planning is used Method n
13 Method
Formula for Stock turnover | Planned | Planned | Planned Planned | Planned
rate is Sales -|Sales X |Sales + | Sales/ Sales/
Average | Average | Average Average | Average
Inventory | Inventory | Inventory | Inventory | Inventor
14 y
Which ~ of the - following | Why is | How can | Which What do | What do
questions would be answered | our we reach | new we we
through a situation analysis business's | our target | product already already
market market has more | know know
share more potential? | about this | about
dropping | effectivel problem | this
? y? or problem
opportuni | or
ty? opportu
15 nity?
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What do businesses create to | Objective | Strategies | Procedure | Activities | Objectiv
help answer the research |s S es
16 problem?
The assessment of consumers, | Category | Category | Category | Category | Categor
market, retailers and the | Assessme | performa | tactics plan y
suppliersiscalled nt nce impleme | Assessm
17 Measures ntation ent
Setting of measurable targets | Category | Category | Category | Category | Categor
such as sales, margin, gross| Assessme | performa | tactics plan y
margin ~ on  return  on|nt nce impleme | perform
investment etc is called Measures ntation ance
Measure
18 S
_ help the retailer and | Category | Category | Category | Category | Categor
supplier to develop. strategies | strategies | performa | tactics plan y
that capitalise ‘on category nce impleme | strategie
opportunities through creative Measures ntation S
and efficient use of the
resources that are available to
19 the category.
are | Category | Category | Category | Category | Categor
developed In. the areas of| strategies | performa | tactics plan y tactics
assortment pricing, nce impleme
promotions and the Measures ntation
presentation of the
20 merchandise in the store.
__isthe final step in the | Category | Category | Category | Category | Categor
business process is the review | strategies | Review | tactics plan y
of the progress and of the impleme | Review
actual achievements as ntation
21 against the targets set for the
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category
Which of the following is | Traits Opinions | Income Values Income
demographic information that
businesses  might  monitor
when  making  marketing
22 decisions
Orson, a researcher, is asking | contact relational | observatio | interview | intervie
a customer a series of n w
questions during a scheduled
meeting. Orson is using
method to collect
23 marketing data
Which of the following | Test Internet | Face-to- Field Internet
research  methods is an| marketin | survey face experime | survey
appropriate way to. gather| g Interviews | nt
marketing information when
quick responsiveness and low
24 costs are important issues
In an overall sense, where | Wherever | Wherever | Wherever | Wherever | Wherev
does marketing occur? advertise | customer | trucks are | storesare | er
ments are | s are custome
25 rs are
A grocery store promoting a | selling. retailing. | marketing. | planning. | marketin
low price on party  trays g.
prepared by the  deli
26 department is involved in
Which element of the | Budget Objective | Threats Action Threats
marketing plan reveals the| allocation | s and | and program | and
possible problems a product issues opportunit opportu
27 might encounter in the market summary | ies nities
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place? analysis analysis
What might a business decide | Recruit Decrease | Increase Reduce Reduce
to do if the information in its| 50  new/| advertisin | production | prices by | prices
sales forecast predicts a drop| employee | g budget 4% by 4%
in demand for the business's| s
28 product?
A risk involved  with | identity | bad high faulty identity
information management is| theft. customer | prices products | theft.
leaving customers unprotected service
29 from
Some business records need | Confiden | Historical | published | Regulator | Confide
to be maintained in secure | tial y ntial
locations because they contain
30 information
Mark down pricing. means | Increase | Reductio | Double No Reducti
in the  original n the change on
31 prices original
In cost oriented pricing, the | Cost  + | Cost- Cost X |Cost /|Cost +
32 price = mark up | markup | mark up mark up | mark up
prices focuses on the | Cost Demand | Competiti | combined | Demand
quantities that thecustomers | oriented | oriented | on pricing oriented
would buy at various prices. pricing pricing oriented pricing
33 pricing
Under _ pricing, the | Cost Demand | Competiti | combined | Competi
retailer may price the product | oriented | oriented | on pricing tion
on par with the competition , | pricing pricing oriented oriented
above the competitor's price pricing pricing
34 or below that price
Setting high prices initially | Market Market Leader Price Market
35 and reducing them gradually | skimmin | Penetrati | pricing Bundling | skimmin
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is known as g on g
aims at capturing a | Market Market Leader Price Market
large  market share by| skimmin | Penetrati | pricing Bundling | Penetrati
charging low prices. The low| g on on
prices  charged  stimulate
purchases and can discourage
competitors from entering the
36 market.
In this type the retailer | Market Market Leader Price Leader
bundles a few products| skimmin | Penetrati | pricing Bundling | pricing
together and offers them at a| g on
deep discount so as_-.to
increase traffic and sales on
37 complementary items.
the retailer bundles.a few | Market Market Leader Price Price
products together and offers | skimmin' | Penetrati | pricing Bundling | Bundlin
38 them at a particular price. g on g
the retails offers discounts to | Market Market Leader Multi Multi
customers who buy in large| skimmin | Penetrati | pricing unit unit
quantities or who buy aj|g on pricing pricing
39 product bundle.
_ strategy \is used by | Market Market Discount | Leader Discoun
outlet stores ~who offer| skimmin | Penetrati | pricing pricing t pricing
merchandise at the lowest| g on
40 market prices.
__Is a strategy adopted by | Every Market Discount | Leader Every
retailers who continually price | day low | Penetrati | pricing pricing day low
their products lower than the| price on price
41 other retailers in the area
4 Where profit is expressed as a | Mark up | Mark Every day | Discount | Mark up
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percentage of cost known as down low price | pricing
A IS a comparison | Multiple | ABC sell Both sell
between the actual and the| Attribute | analysis | through ABC and | through
planned sales, to determine as| method analysis Multiple | analysis
to whether early markdowns arrtibute
are required or whether more method
merchandise is needed to
satisfy demand. There is no
reel, which can determine
when a mark down is
43 necessary
GMROl is calculated by Gross Gross Gross Gross Gross
Margin+ | Margin- | Margin/A | MarginX | Margin/
Average | Average | verage Average | Average
Inventory | Inventory | Inventory | Inventory | Inventor
44 at Cost at Cost at Cost at Cost y at Cost
are those products. that| Core Product | Substitute | competiti | Product
perform  well, which" boost| products .| winners | product ve winners
profitability and are the best product
return — ‘on — investment
45 products.
are the buyers list.{ Core Product | Substitute | competiti | Core
of existing winners that | products | winners | product ve products
46 should never be out of stock. product
Expand EOQ Economi | Economi | Economic | Economi | Econom
C c opinion | oil c offering | ic
orderqua | quantity | quantity quantity | orderqua
47 ntity ntity
_ ranks merchandise by | Multiple | ABC sell Both ABC
48 a pre-determined performance | Attribute | analysis | through ABC and | analysis
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measure method analysis Multiple
arrtibute
method
method uses a | Multiple | ABC sell Both Multiple
weighted average scores to | Attribute | analysis | through ABC and | Attribut
each vendors method analysis Multiple |e
arrtibute | method
49 method
Retail prices are set | Market Market Discount | Odd odd
in such a manner that the | skimmin | Penetrati | pricing pricing pricing
50 prices end in odd numbers. g on
It is important for a business | risk reliability | vendor's vendor's | risk
to evaluate the financial| levels of | of . the | levels of | required | levels of
condition of a potential| doing products. | customer | lead doing
vendor during the vendor| business |that the | service. times. business
selection process to assess the | with the | vendor with the
51 vendor carries. vendor
Which' of the following | Taking Making Reporting | Giving Making
actions by employees might |-the personal | incidents | appropria | personal
result. in "additional expense| initiative | use  of | of te use of
for a business: to  find | company | shoplifting | discounts | compan
work property to y
customer | property
52 S
Setting a time limit for | helps to | reminds | is not | hinders helps to
achieving a goal is a | achieve you  of | usually progress | achieve
technique tha the goal | your recommen | toward the goal
53 goal. ded the goal
Offering low-priced items that | bait-and- | high- price- loss- bait-
are unavailable to attract | switch pressure | ticket leader and-
54 customers to a business that | advertisin | selling switching | promotio | switch
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then tries to sell them high | g n advertisi
priced items is an example of ng
Which of the following is a | Increasin | Earning | Becoming | Creating | Earning
profit-oriented pricing | g market | return on | more an image | return
objective: share investme | competitiv | for  the| on
nt e business | investm
55 ent
Are all  products test | No; it is|Yes; it| No; it can|Yes; it|No; it
marketed? usually an’| guarantee | delay gives an | can
unnecess | S product| entry into| accurate | delay
ary  step | success the full | picture of | entry
in new- market a into the
product product's | full
developm performa | market
ent nce
56
Which .of the following is a [ Photo Compute | Freeform | Remote | Comput
type of software program that| managem | r-aided applicatio | access er-aided
businesses often use to plan, |-ent design n design
maodify, or customize
57 products?
One ethical issue that a | advise develop | reduce the | provide provide
business must address when it | the public | an product's | replacem | replace
decides to discontinue a| to improved | price ent parts | ment
product is if the business| purchase | version before it is | for  the | parts for
should a similar | of the | taken off | product | the
product product | the product
offered market.
by a
competit
58 or
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One benefit of using group | each each businesses | group each
creative-thinking techniques | member | member | usually brainstor | member
is that possesses | usually develop ming possesse
a unique | contribut | new situations | s a
perspecti | es the | product tend to be | unique
ve. same ideas more perspect
number much productiv | ive.
59 ofideas | faster. e
Which of the following is a | Increasin | Earning | Becoming | Creating | Earning
profit-oriented pricing | g market | return on | more an image | return
objective: share investme [(‘competitiv | for  the| on
nt e business | investm
60 ent

Prepared by Dr.Sashikala .V & Dr.S.Jegadeeswari, Department of Management, KAHE

Page 11



Retail Marketing Mix 2017 — 2020 Batch

KARPAGAM ACADEMY OF HIGHER EDUCATION (Deemed
University Established Under Section 3 of UGC Act 1956)
Coimbatore - 641021.

Enable | Enlighten | Enrich
(Deemed to be University)

Urriesssion atisEAC D) (For the candidates admitted from 2016 onwards)

DEPARTMENT OF COMMERCE

SUBJECT : RETAIL MANAGEMENT
SEMESTER : VI
SUBJECT CODE: 17CMU604 B CLASS : III B.COM

UNIT IV

RETAIL MARKETING MIX

Introduction -Product: Decisions related to selection of goods (Merchandise
Management revisited) — Decisions related to delivery of service. Pricing
Influencing factors — approaches to pricing — price sensitivity - Value pricing —
Markdown pricing. Place : Supply channel — SCM principles — Retail logistics -
computerized replenishment system — corporate replenishment policies. Promotion
: Setting objectives — communication effects - promotional mix. Human Resource
Management in Retailing — Manpower planning - recruitment and training -

compensation — performance appraisal Methods.

RETAIL MARKETING MIX
Introduction:

A simple understanding of marketing is basically taking the right product,
putting it in the right place, for the right price exactly at the right time frame. A
good marketing mix usually follows the important 4p's which are product, price, place
and promotion.

Marketing Mix Definition:
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The marketing mix definition is simple. It is about putting the right
product or a combination thereof in the place, at the right time, and at the right
price. The difficult part is doing this well, as you need to know every aspect of your
business plan.

The 'marketing mix' (also known as the four Ps) is a foundation concept in marketing.
Thus the marketing mix refers to four broad levels of marketing decision, namely:
product, price, promotion, and place.

Marketing Mix 4P’s

1.Product

2.Price

3.Place

4. Promotion

A marketing expert named E. Jerome McCarthy created the Marketing 4Ps in the
1960s. The marketing 4Ps are also the foundation of the idea of marketing mix.

The marketing 4Ps are also the foundation of the idea of marketing mix. Once
you've developed your marketing strategy, there is a "Seven P Formula" you should
use to continually evaluate and reevaluate your business activities.

These seven are: product, price, promotion, place, people, Physical Evidence

Product:

Product Mix:

Product refers to what the business offers for sale and may include
products or services. The term ‘product mix’ implies all the products offered by a
firm for sale. It may consist of one line products or several allied product lines. Product
line refers to an assortment (variety or collection) or class of similar or related
products and services. They may be similar in technology, customers needs, channel
used, market served or in some other respect.

An individual product in a line is known as a product item. There are several
product items in a product line.
Eg: If we consider the menswear section at a departmental store, the product

line would comprise of formal wear, casual wear, accessories, etc.,
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Definition: The Product Mix also called as Product Assortment, refers to the complete
range of products that is offered for sale by the company. In other words, the number
of product lines that a company has for its customers is called as product mix.
Marketers must also create the right product mix. It may be wise to expand
your current product mix by diversifying and increasing the depth of your product
line. The original marketing mix, or 4 Ps, as originally proposed by marketer and
academic, provides a framework for marketing decision-making. McCarthy's
marketing mix has since become one of the most enduring and widely accepted
frameworks in marketing. A product refers to an item that satisfies the consumer's
needs or wants. Products may be tangible (goods) or intangible (services, ideas or
experiences).
Decisions related to selection of goods:
1. Product design : features, quality

e The manufacturer is concerned with production cost; in the end, the
manufacturer wants an economically produced product.

e The consumer looks at price, appearance, and prestige value.

e The consumer is concerned with usability and functionality of the final
product.

Product assortment: product range, product mix, product lines,

e Product assortment consists of the following characteristics: Breadth: The
breadth of a company's products relates to the number of product lines a
company produces or a retailer carries. The length or number of products lines,
depth or number of product varieties within a product line, consistency.

2. Branding: A brand is a name, term, design, symbol, or any other feature that
identifies one seller’s good or service as distinct from those of other sellers. Product
can be easily copied by other players in a market, but a brand will always be
unique. For example, Pepsi and Coca-Cola taste very similar, however for some

reason, some people feel more connected to Coca-Cola, others to Pepsi.
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3. Packaging and labeling: A ‘Package’s nothing but a container in which things are
packed. ‘Packing’s the process of covering or wrapping goods into a package.
‘Packaging‘is the process of designing or producing the container itself. A label is a
slip of paper pasted on the package and, nature of the product, manufacturer,
date of manufacture, date of expiry, ingredients used, price (the MRP — Maximum
Retail Price), taxes as applicable. A label is essentially a medium through which
the manufacturer gives necessary information to the consumer.

4. Services (complementary service, after-sales service, service level): The services that
are offered in addition to any business's core service and assist the customer in using
that service. Complementary products and services are products and services
which have indirect impact on the utility a buyer receives from an offering. For
example, the demand for one good (printers) generates demand for the other (ink
cartridges). After-sales service is all the help and information that it provides to
customers after they have bought a particular product. For example Car service.
5. Guarantees and warranties: A guarantee is a written promises that retailer
will repair a product or give you a new one, if the product has a fault. A warranty
is usually a written guarantee for a product and declares the  maker's
responsibility to repair or replace a defective product or its parts.

6. Investment and Returns: In manufacture the gain or loss generated on an
investment relative to the amount of money invested to the manufacturing for the
product. Personal financial decisions are, to compare a company's profitability or
to compare the efficiency of different investments.

7. Managing products through the life-cycle: Product life-cycle management
(PLM) is the succession of strategies by business management as a product goes
through its life-cycle. The

conditions in which a product is sold (advertising, saturation) changes over time
and must be managed as it moves through its succession of stages.

Decisions related to delivery of service:
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Service products are conceptualized as consisting of a bundle of tangible and
intangible elements:

Core service: the basic reason for the business; that which solves consumer problems
Supplementary goods and services: supplements or adds value to the core product
and helps differentiate the service from  competitors (e.g. consultation, safe-
keeping, hospitality, exceptions).

Facilitating services: (sometimes called delivery services): Facilitate the delivery
and consumption of the core service (are essential to delivery) (e.g. information
provision, order-taking, billing, payment methods)

Supporting services: support the core and could be eliminated without
destabilizing the core.

The distinction between supplementary and facilitating services: It varies,
depending on the nature of the service. For instance, the provision of coffee and tea
would be considered a supporting service in a bank, but would be a facilitating service
in a bed and breakfast facility. Whether an element is classified as facilitating or
supporting depends on the context.

Service marketers need to consider a range of other issues in price setting and
management of prices:

» Price Charged: the traditional pricing decision.

» Timing of Payment: Given that customers are part of the service process
and that some customers remain in the process for days, months or even
years (e.g. guest house, hotel stay, university tuition), decisions must be
made about whether to request payment at time when the service encounter
is initiated, during the encounter or on termination of an encounter.

Deposits, installments and exit fees are all options that can be considered.
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» Mode of Payment: Given that customers enter into long term relationships with
service providers, it is possible that some patrons will expect to be able to pay on account.
Payment options include: EFTPOS (Electronic funds transfer at point of sale),
direct transfer, cash/ credit cheque, invoice. Many service
firms operate in industries where price is restricted by professional codes of
conduct or by government influences which may have implications for pricing. It is
possible to identify three broad scenarios:

» Services subject to public regulation (e.g. healthcare, public transport)
» Services subject to formal self-regulation (e.g. universities, schools)
» Services Subject to regulation of marketplace (e.g. hospitality, tourism,

leisure services)

In situations where the service is subject to some type of public regulation,
government departments may establish ceiling prices which effectively limit the
amount that can be charged.

The concept of a social price may be more important for service marketers. A social
price refers to "non financial aspects of price. Fine identifies four types of social
price: Time, Effort, Lifestyle and Psyche. In effect, this means that consumers may
be more acutely aware of the opportunity costs associated with the consumption of
a service. In practice, this may mean that consumers of services experience a
heightened sense of temporal risk.

Physical evidence:

Given the intangible nature of services, consumers often rely on the physical
evidence to evaluate service quality. Therefore, service marketers must manage the
physical evidence — which includes any element of the service environment which
impacts on one or more of the customers five senses — the sense of smell, taste,
hearing, sight and touch. Theorists identify two types of physical evidence, namely;
Credit cards have no independent value unless backed by the service. Credit cards are
a type of peripheral evidence.

Peripheral evidence: is actually possessed as part of the purchase of a service but has
no independent value unless backed by the service. e.g. a cheque book, credit card,
admission ticket, hotel stationery.
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Essential evidence: unlike peripheral evidence cannot be possessed by the client. It
contributes to ambience or image e.g. building and furnishings, layout,
equipment, people etc

A number of different theoretical traditions can be used to inform the study of
service environments including stimulus-organism-response (SOR) models;
environmental psychology; semiotics and Services capes.

Price:

The price of the product is basically the amount that a customer pays for to
enjoy it. Price is a very important component of the marketing mix definition.

It is also a very important component of a marketing plan as it determines your
firm’s profit and survival. Adjusting the price of the product has a big impact on the
entire marketing strategy as well as greatly affecting the sales and demand of the
product.

Price refers to the amount a customer pays for a product. Price may also
refer to the sacrifice consumers are prepared to make to acquire a product. (e.g.
time or effort). Price is the only variable that has implications for revenue.
Influencing factors for Pricing:

1. Internal factors Manufacturing Cost: The retail company considers both, fixed
and variable costs of manufacturing the product. The fixed costs do not vary
depending upon the production volume. For example, property tax. The variable
costs include varying costs of raw material and costs depending upon the volume
of production. For example, labour. *The Predetermined Objectives: The objective
of the retail company varies with time and market situations. If the objective is to
increase return on investment, then the company may charge a higher price. If the
objective is to increase market share, then it may charge a lower price.

eImage of the Firm: The retail company may consider its own image in the market. For
example, companies with large goodwill such as Procter & Gamble can
demand a higher price for their products. *Product Status: The stage at which the
product is in its product life cycle determines its price. At the time of introducing
the product in the market, the company may charge a lower price for it to attract

new customers. When the product is accepted and established in the market, the
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company increases the price. *Promotional Activity: If the company is spending
high cost on advertising and sales promotion, then it keeps product price high in order
to recover the cost of investments.

2. External Factors:

eCompetition: In the case of high competition, the prices may be set low to face
the competition effectively, and if there is less competition, the prices may be kept
high.

* Buying Power of Consumers: The sensitivity of the customer towards price
variation and purchasing power of the customer contribute to the setting price.

* Government Policies: Government rules and regulation about manufacturing
and announcement of administered prices can increase the price of the product.

* Market Conditions: If the market is under recession, the consumers buying pattern
changes. To modify their buying behavior, the product prices are set less.

* Levels of Channels Involved: The retailer has to consider a number of channels
involved from manufacturing to retail and their expectations. The deeper the level
of channels, the higher would be the product prices.

Retail pricing Objectives

1. Profit-Objective: The retail store may price its product with the objective of
maximizing profits in the short run or long run or both. The objective of profit
maximization must be studied carefully because: it may lead to unethical practices
such as overcharging or deceiving the customers. This in turn may lead to some
form of intervention by either the government or consumer groups (NGOs). At
other times, the marketer may price his products with the objective of obtaining
only a target rate of return on his investment. This is particularly so with products
in the mature stage of the product life cycle.

2. Market Share-Objective: The retailer or marketers may also price his product with
the, intention of increasing his market share, or stabilizing his market share. He
can set the price of his product lower than that of his competitors.

3. Competitor-Oriented Objective: The retailers or marketer may price his
product to counter any existing or prospective move by his competitors. Retailer

may deliberately price its merchandise low to: Discourage potential retailer from
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entering the market, Advance the exit of the potential competitors and marginal
firms from entering the market, Spoil the market of retail competitors with the eye
on getting future benefits. With a low price, the marketer can prevent price-cutting
by competitors. At other times, the retailers may cooperate with his competitors by
setting a common price. A good example of this type of pricing is very common
among traditional business centers in India where all retailers dealing in similar
merchandise set similar common prices. This practice is common among retailers
of Beauty salons, Garment Retailers and Grocery etc.

4. Buyer-Oriented Objective: Another pricing objective adopted by retailer may be
buyer-oriented. The aim of such pricing is to maintain socially acceptable prices and
to be fair to customers. The prices of goods of super bazaars Margin free (Kerala)
and Rythu (Andhra Pradesh) can be considered buyer-oriented as these retail
chains practice the professed pricing objectives of bypassing intermediaries and
sharing savings with the ultimate consumers. Most of the five star hotels stress
on the kind of ambience and services extended by their hotel, as these are of prime
concern to their customers. Tanishq, the jewellery retail chain, emphasizes on the
other elements of the marketing mix, such as heavier promotion and advertising, as
well as highlighting the quality and the characteristics of their offerings primarily
to justify the relatively higher prices charged by them.

S. Government-Oriented Objectives: The pricing of some products may be constrained
by existing laws or may be influenced by government action. The prices of petrol,
grocery items, vegetables in India are, to a large extent, controlled and influenced by
government action. Consumer Protection Act 1986, Indirect Tax provisions and MRTP
has a bearing on the pricing of the merchandise.

6. Product-Oriented Objectives: The retailers or marketers at times make their
offerings more "visible" by means of pricing. Customers are usually attracted by

the advertisements in newspapers highlighting special offers and discounts. With a
lower price, the retail store can therefore catch the attention of buyers and this will
help him to introduce new offerings, increase the sale of weak products etc. Many

of the retail stores in India such as Big Bazaar are using these pricing techniques.

Major pricing strategies, and these are:
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Market penetration pricing

Market skimming pricing

Neutral pricing

Leader pricing

Price Bundling

Multi-unit Pricing

Discount pricing

Every Day Low Pricing

Odd Pricing

Cost-oriented method

The pricing strategies that can be followed include:

Market skimming The strategy here is to charge high prices initially and
then to reduce them gradually, if at all. A skimming price policy is a form of
price discrimination over time and for it to be effective, several conditions must
be met.

Market Penetration This strategy is the opposite of market skimming and
aims at capturing a large market share by charging low prices. The low
prices charged stimulate purchases sand can discourage competitors from
entering the market, as the profit margins per time are low. To be effective,
it needs economies of scale, either in manufacturing, retail or both. It also
depends upon potential customers being price sensitive about particular
item and perhaps, not perceiving much difference between brands.

Leader pricing Here, the retailer bundles a few products together and offers
them at a deep discount so as to increase traffic and sales on
complementary items. The key to successful leader pricing strategy is that
the product must appeal to a Large number of people and should appear as
a bargain. Items best suited for this type of pricing are those frequently

purchased by shoppers, e.g., bread, eggs, milk, etc.
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Price Bundling Here, the retailer bundles a few products together and

offers them at a particular price. For example, a company may sell a PC at a
fixed price and the package may include a printer and a web camera.

Another example is that of the Value Meal offered by McDonald‘s. Price
bundling may increase the sales of related items.

Multi-unit Pricing In multi-unit pricing, the retails offers discounts to
customers who buy in large quantities or who buy a product bundle. This
involves value pricing for more than one of the same item. For example, a
retailer may offer one T-shirt for Rs 255.99 and two T- shirts for Rs 355.99.
Multi-unit pricing usually helps move products that are slow moving.
Discount pricing It is used as a strategy by outlet stores who offer
merchandise at the lowest market prices.

Every Day Low Pricing Every Day Low Pricing or EDLP as it is popularly
known, is a strategy adopted by retailers who continually price their
products lower than the other retailers in the area. Two famous examples of
EDLP are Wal- Mart and Toys —R|| Us, who regularly follow this strategy.

Odd Pricing Retail prices are set in such a manner that the prices end in
odd numbers, such as Rs 99.99 or Rs 199, Rs 299, etc.

The buyer may adopt either the cost-oriented or a demand-oriented
approach for setting prices. In the Cost-oriented method, a fixed
percentage is added to the cost price. This is determined by what mark up
the retailer works on. Alternately, the demand-oriented method bases prices
on what price the customer expects to pay for the product. The price fixed
here is based on the perceived value of the product. Ultimately, it is the planned
gross margin, which needs to be achieved, and which is a major consideration

while fixing the retail price.

Approaches to Pricing:

There are three retail-pricing approaches based on the long-term objectives of the

pricing decisions.

1. Discount Orientation:
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Here low prices are used as the major tool for competitive advantage wherein the store
portrays a low status image while profit margins are kept low to target price based
customers. The model works on high inventory turnover and lower operating costs.
This is arguably the most common model in India because of the low per capita
income and price consciousness.
2. At-the-market Orientation:
These kinds of stores normally set average prices. It offers solid service, a nice
atmosphere to the shoppers, margins are average to good, and it stocks moderate
to above quality products. Since this model caters to the middle class, it has a
huge target market. Westside in India focuses on providing value for money
merchandise for the entire family along with an international shopping experience.
The private label of the company gives it the flexibility of a wide range of
merchandise and also has the advantage of generating better margins for the
company.
3. Upscale Orientation:
Here competitive advantage is derived from the prestigious image of the store. The
profit margins per unit are high, but coupled with higher operating costs and lower
inventory turnover. These stores usually stock distinctive product offerings and
provide high quality service, building up customer loyalty. The products stored
generally go with the image of the store. Like sub stores would stock Christian
Dior perfumes and Rolex watches. It may be appropriate in situations of inelastic
demand in which an organization decides to keep its prices high.
Price sensitivity:
Price sensitivity is the degree to which the price of a product affects consumers'
purchasing behaviors. The amount is by which changes in a product's cost tend to
affect consumer demand for that product. The price sensitivity of a product within
its target market is often used by a business when determining its optimal pricing and
marketing strategy for the product.

o Thomas Nagle identifies ten factors affecting price sensitivity in his

book, The Strategy and Tactics of Pricing.
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Perceived Substitutes Effect. ...
Unique Value Effect. ...
Switching Cost Effect. ...
Difficult Comparison Effect. ...
Price Quality Effect. ...
Expenditure Effect. ...
End-benefit Effect. ..
Shared-cost Effect....

V V V V V V V VY

» Government Policies
Value pricing: Price also includes considerations of customer perceived value.
1. Price strategy -

» Market penetration pricing
Market skimming pricing
Neutral pricing
Leader pricing
Price Bundling
Multi-unit Pricing
Discount pricing
Every Day Low Pricing
Odd Pricing
» Cost-oriented method

V V V V V V VYV V

2. Price tactics:

Different tactics can help you attract more customers and maximize profits.

a. Discounting
Offering specially-reduced prices can be a powerful tool. This could be a
clearance discount to sell old stock, a discount for making multiple purchases of
the same or similar products, or could offer bulk discounts to encourage larger
orders. Seller should be able to make these more profitable through lower costs.

b. Odd value pricing
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Using the retailer's tactic of selling products for £9.99 instead of £10 can be
useful if price is an essential part of customers' buying decisions. Some
customers perceive odd value prices like this as being more attractive.
c. Loss leader
This involves selling a product at a low or even loss-making price. Although you
may not make a profit selling this product, you could attract customers who will
also buy other, more profitable products.
d. Skimming
If you have a unique product or service, you can sell it at a high price. This is known
as skimming - but you need to be sure that what you are selling is unique.
Otherwise you may just price yourself out of the market if there is credible
competition.
e. Penetration
This is the opposite of skimming - starting at a low price and gaining market
share before competitors catch up with you. Once you have a loyal customer
base, you should be able to find ways to raise prices later.
3.Price-setting:
» Allowances - e.g. rebates for distributors
» Discounts - for customers
» Payment terms - credit, payment methods
MARKDOWN PRICING:

Many a times, retail prices need to be adjusted to meet the conditions prevailing
in the market. Adjustments to retail prices can be done by way of markdowns or by
way of promotions. Markdowns are a permanent reduction in the price and this
step may be taken as a result of slow selling of the product or as a part of a systematic
strategy.

Markdowns are usually done after a determined number of weeks in order to
maintain a desired rate of sales. Timely markdowns help improve the profitability,
increase the turnover and increase the profit. Markdowns may be necessitated due

to wrong forecasting, overbuying, faulty selling practices or simply because the
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product is shop soiled or the odds and ends of a range are left at the end of a
season.
The mark down percentage is calculated as follows:
Total mark down / total sales X 100

Promotions on the other hand, are a temporary reduction in the price, used
to generate additional sales during peak selling periods. Prices may be reduced by
a percentage (25 percent off) or to a lower sale price (Rs. 99). High volume items,
with a substantial initial markup, are usually selected for promotions.
Promotions may also include coupons, which may reduce the retail price by an amount
or a percentage. With retail coupons, the retailer absorbs the reductions in the
price.
A Comparison of Mark ups and Markdowns

A mark up is where profit is expressed as a percentage of the costs, as
shown below:
(price-Cost)/CostX100
Thus, a selling price of Rs 30, with a cost of Rs 20, gives a markup of 50 percent.
A markdown is where profit is expressed as a percentage of the sale price and is
shown below:
(price-Cost) /PriceX100
thus, a selling price of Rs 60, with a cost of Rs 24, gives a markdown of 60
percent.
% Markdown on selling price = %Mark Up on cost X 100
= 100% = Mark Up on cost
% Mark Up on cost = % Markdown on selling price X 100
= 100 % - % Markdown on selling price
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Place
In making place decisions, there are several related questions which must be
asked. What is the purpose of the distribution program? Who are the customers? Who
should the intermediaries be?

» Purpose of Distribution: Mass distribution; selective distribution or

exclusive distribution
» Number of levels in distribution channel: Direct distribution vs multi-
marketing and location decisions.

Intermediaries: Agents versus Resellers; Brokers and other parties; Surrogate
Consumers.
Place is defined as the "direct or indirect channels to market, geographical
distribution, territorial coverage, retail outlet, market location, catalogues,
inventory, logistics and order fulfillment". Place refers either to the physical
location where a business carries out business or the distribution channels used
to reach markets. Place may refer to a retail outlet, but increasingly refers to
virtual stores such as "a mail order catalogue, a telephone call centre or a
website".
Placement or distribution is a very important part of the product mix definition.
You have to position and distribute the product in a place that is accessible to potential
buyers. This comes with a deep understanding of your target market. Understand
them inside out and you will discover the most efficient positioning and
distribution channels that directly speak with your market.
Distribution strategies are:

» Intensive distribution

» Exclusive distribution

» Selective distribution

» Franchising
Supply channel
The supply channel is defined as the total process by which a product reaches the
end consumer as goods and services. It consists of a sequence of events which
involves strategic decisions over different resources. RelationshiEs are focused on
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delivering optimum value to the end consumer. The traditional supply channel
involves sources of raw materials, the manufacturer or producer, wholesaler and
retailer. The supply chain is an arrangement between paired links with an
emphasis on controlling and managing the relationships in order to move products
through the process effectively.
Supply chain management (SCM) is the oversight of materials, information, and
finances as they move in a process from supplier to manufacturer to wholesaler to
retailer to consumer. Supply chain management involves coordinating and integrating
these flows both within and among companies.
Supply chain management flows can be divided into three main flows:
1. The product flow: The product flow includes the movement of goods from a
supplier to a customer, as well as any customer returns or service needs.
2. The information flow: The information flow involves transmitting orders and
updating the status of delivery.
3. The finances flow: The financial flow consists of credit terms, payment
schedules, and consignment and title ownership arrangements.
Objectives of the supply chain:
1. Reduced inventory and storage investment in the chain
2. Improved end-user and customer service benefits through productivity and
effectiveness (Faster order cycle time, improved on-time shipment, lack of
damage or defects, etc.)
3. Development of strong relational links, thereby a strong chain in order to build
competitive advantages.
4. Lower procurement, transportation and unit costs which will aid competitive
pricing to increase value added benefits.
Principles of Supply Chain Management:
To help managers decide how to proceed, we revisited the supply chain initiatives
undertaken by the most successful manufacturers and distilled from their
experience seven fundamental principles of supply chain management.
Principle 1: Segment customers based on the service needs of distinct groups and
adapt the supply chain to serve these segments profitably:
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Segmentation has a traditionally grouped customers by industry, product, or trade
channel and then taken a one-size-fits-all approach to serving them, averaging
costs and profitability within and across segments. The typical result, as one
manager admits: "We don't fully understand the relative value customers place on our

service offerings." But segmenting customers by their particular needs equips a
company to develop a portfolio of services tailored to various segments. Surveys,
interviews, and industry research have been the traditional tools for defining key
segmentation criteria. Today, progressive manufacturers are turning to such advanced
analytical techniques as cluster and conjoint analysis to measure customer
tradeoffs and predict the marginal profitability of each segment. One manufacturer,
for home improvement and building products, bases segmentation on sales and
merchandising needs and order fulfillment requirements. Others are finding that
criteria such as technical support and account planning activities drive
segmentation. Viewed from the classic perspective, this needs-based segmentation
may produce some odd couples. For the manufacturer in Exhibit 1, "innovators"
include an industrial distributor (Grainger), a do-it-yourself retailer (Home Depot), and
a mass merchant (Wal-Mart).

Research also can establish the services valued by all customers versus
those valued only by certain segments. Then the company should apply a
disciplined, cross-functional process to develop a menu of supply chain programs and
create segment-specific service packages that combine basic services for everyone
with the services from the menu that will have the greatest appeal to particular
segments. This does not mean tailoring for the sake of tailoring. The goal is to
find the degree of segmentation and variation needed to maximize profitability. Most
companies have a significant untapped opportunity to better align their investment
in a particular customer relationship with the return that customer generates. To do
so, companies must analyze the profitability of segments, plus the costs and
benefits of alternate service packages, to ensure a reasonable return on their
investment and the most profitable allocation of resources. To strike and sustain
the appropriate balance between service and profitability, most companies will need
to set priorities—sequencing the rollout of Prepared by Dr.Sashikala .V & Dr.S.Jegadeeswari ,
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tailored programs to capitalize on existing capabilities and maximize customer
impact.

Principle 2: Customize the logistics network to the service requirements and
profitability of customer segments:

Companies have traditionally taken a monolithic approach to logistics
network design in organizing their inventory, warehouse, and transportation
activities to meet a single standard. For some, the logistics network has been
designed to meet the average service requirements of all customers; for others, to
satisfy the toughest requirements of a single customer segment. Neither approach
can achieve superior asset utilization or accommodate the  segment-specific
logistics necessary for excellent supply chain management. In many industries,
especially such commodity industries as fine paper, tailoring distribution assets to
meet individual logistics requirements is a greater source of differentiation for a
manufacturer than the actual products, which are largely undifferentiated. One
paper company found radically different customer service demands in two key
segments—large publishers with long lead times and small regional printers
needing delivery within 24 hours. To serve both segments well and achieve
profitable growth, the manufacturer designed a multi-level logistics network with three
full-stocking distribution centers and 46 quick-response cross-docks, stocking
only fast-moving items, located near the regional printers. Return on assets
and revenues improved substantially thanks to the new inventory deployment
strategy, supported by outsourcing of management of the quick response centers
and the transportation activities.

Principle 3: Listen to market signals and align demand planning accordingly
across the supply chain, ensuring consistent forecasts and optimal resource
allocation:

Forecasting has historically preceded silo by silo, with multiple departments’
independently creating forecasts for the same products—all using their own
assumptions, measures, and level of detail. Many consult the marketplace only
informally, and few involve their major suppliers in the process. The functional

orientation of many companies has just made things worse, allowing sales
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forecasts to envision growing demand while manufacturing second-guesses how much
product the market actually wants. Such independent, self-centered forecasting is
incompatible with excellent supply chain management, as one manufacturer of
photographic imaging found. This manufacturer nicknamed the warehouse "the
accordion" because it had to cope with a production operation that stuck to a stable
schedule, while the revenue-focused sales force routinely triggered cyclical
demand by offering deep discounts at the end of each quarter. The manufacturer
realized the need to implement a cross-functional planning process, supported by
demand planning software.

Initial results were dismaying. Sales volume dropped sharply, as excess
inventory had to be consumed by the marketplace. But today, the company enjoys
lower inventory and warehousing costs and much greater ability to maintain price
levels and limit discounting. Like all the best sales and operations planning
(S&OP), this process recognizes the needs and objectives of each functional group
but bases final operational decisions on overall profit potential. Excellent supply chain
management, in fact, calls for S&OP that transcends company boundaries to involve
every link of the supply chain (from the supplier's supplier to the customer's
customer) in developing forecasts collaboratively and then maintaining the required
capacity across the operations. Channel-wide S&OP can detect early warning signals
of demand lurking in customer promotions, ordering patterns, and restocking
algorithms and takes into account vendor and carrier capabilities, capacity, and
constraints.

Principle 4: Differentiate product closer to the customer and speed
conversion across the supply chain: Manufacturers have traditionally based
production goals on projections of the demand for finished goods and have
stockpiled inventory to offset forecasting errors. These manufacturers tend to view
lead times in the system as fixed, with only a finite window of time in which to convert
materials into products that meet customer requirements. While even such
traditionalists can make progress in cutting costs through set-up reduction,
cellular manufacturing, and just-in-time techniques, great potential remains in

less traditional strategies such as mass customization. For example,
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manufacturers striving to meet individual customer needs efficiently through
strategies such as mass customization are discovering the value of postponement.
They are delaying product differentiation to the last possible moment and thus
overcoming the problem described by one manager of a health and beauty care
products warehouse: "With the proliferation of packaging requirements from major
retailers, our number of SKUs (stock keeping units) has exploded. We have
situations daily where we backorder one retailer, like Wal-Mart, on an item that is
identical to an in-stock item, except for its packaging. Sometimes we even tear
boxes apart and repackage by hand!

Principle 5: Manage sources of supply strategically to reduce the total cost of
owning materials and services: Determined to pay as low a price as possible for
materials, manufacturers have not traditionally cultivated warm relationships with
suppliers. In the words of one general manager: "The best approach to supply is to
have as many players as possible fighting for their piece of the pie—that's when
you get the best pricing." Excellent supply chain management requires a more
enlightened mindset— recognizing, as a more progressive manufacturer did: "Our
supplier's costs are in effect our costs. If we force our supplier to provide 90 days
of consigned material when 30 days are sufficient, the cost of that inventory will
find its way back into the supplier's price to us since it increases his cost
structure.” While manufacturers should place high demands on suppliers, they
should also realize that partners must share the goal of reducing costs across the
supply chain in order to lower prices in the marketplace and enhance margins.
The logical extension of this thinking is gain-sharing arrangements to reward
everyone who contributes to the greater profitability. Some companies are not yet
ready for such progressive thinking because they lack the fundamental
prerequisite. That is, a sound knowledge of all their commodity costs, not only for
direct materials but also for maintenance, repair, and operating supplies, plus the
dollars spent on utilities, travel, temps, and virtually everything else. This fact-
based knowledge is the essential foundation for determining the best way of
acquiring every kind of material and service the company buys. With their

marketplace position and industry structure in mind, manufacturers can then
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consider how to approach suppliers—soliciting short-term competitive bids,
entering into long-term contracts and strategic supplier relationships, outsourcing,
or integrating vertically. Excellent supply chain management calls for creativity
and flexibility. For one manufacturer whose many divisions all were independently
ordering the cardboard boxes they used, creativity meant consolidating purchases,
using fewer and more efficient suppliers, and eliminating redundancy in such
processes as quality inspection. For many small manufacturers, creativity means
reducing transportation costs by hitching a ride to market on the negotiated
freight rates of a large customer.

Principle 6: Develop a supply chain-wide technology strategy that supports multiple
levels of decision making and gives a clear view of the flow of products, services,
and information

To sustain reengineered business processes (that at last abandon the functional
orientation of the past), many progressive companies have been replacing

inflexible, poorly integrated systems with enterprise-wide systems. One study puts
1995 revenues for enterprise wide software and service, provided by such

companies as SAP and Oracle, at more than $3.5 billion and projects annual

revenue growth of 15 to 20 percent from 1994 through 1999. Too many of these
companies will find themselves victims of the powerful new transactional systems
they put in place. Unfortunately, many leading-edge information systems can
capture reams of data but cannot easily translate it into actionable intelligence

that can enhance real-world operations. As one logistics manager is a brand-new
system said: "['ve got three feet of reports with every detail imaginable, but it

doesn't tell me how to run my business." This manager needs to build an

information technology system that integrates capabilities of three essential kinds.
Principle 7: Adopt channel-spanning performance measures to gauge
collective success in reaching the end-user effectively and efficiently

To answer the question, "How are we doing?" most companies look inward and
apply any number of functionally oriented measures. But excellent supply chain
managers take a broader view, adopting measures that apply to every link in the

supply chain and include both service and financial metrics. First, they measure
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service in terms of the perfect order—the order that arrives when promised,
complete, priced and billed correctly, and undamaged. The perfect order not only font>
Second, excellent supply chain managers determine their true profitability of service
by identifying the actual costs and revenues of the activities required to serve an
account, especially a key account. For many, this amounts to a revelation,
since traditional cost measures rely on corporate accounting systems that allocate
overhead evenly across accounts. Such measures do not differentiate, for example, an
account that requires a multi-functional account team, small daily shipments, or
special packaging. Traditional accounting tends to mask the real costs of the
supply chain—focusing on cost type rather than the cost of activities and ignoring
the degree of control anyone has (or lacks) over the cost drivers. Deriving maximum
benefit from activity-based costing requires sophisticated information technology,
specifically a data warehouse. Because the general ledger organizes data according
to a chart of accounts, it obscures the information needed for activity-based
costing. By maintaining data in discrete units, the warehouse provides ready access
to this information.

The Importance of Supply Chain Management

It is well known that supply chain management is an integral part of most
businesses and is essential to company success and customer satisfaction.

Boost Customer Service

e Customers expect the correct product assortment and quantity to be
delivered.

e Customers expect products to be available at the right location. (i.e.,
customer satisfaction diminishes if an auto repair shop does not have the
necessary parts in stock and can’t fix your car for an extra day or two).

e Right Delivery Time — Customers expect products to be delivered on time
(i.e., customer satisfaction diminishes if pizza delivery is two hours late or

Christmas presents are delivered on December 26).
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Right After Sale Support — Customers expect products to be serviced
quickly. (i.e., customer satisfaction diminishes when a home furnace stops

operating in the winter and repairs can’t be made for days)

Reduce Operating Costs

Decreases Purchasing Cost — Retailers depend on supply chains to quickly
deliver expensive products to avoid holding costly inventories in stores any
longer than necessary. For example, electronics stores require fast delivery
of 60” flat-panel plasma HDTV’s to avoid high inventory costs.

Decreases Production Cost- Manufacturers depend on supply chains to
reliably deliver materials to assembly plants to avoid material shortages
that would shutdown production. For example, an unexpected parts
shipment delay that causes an auto assembly plant shutdown can cost
$20,000 per minute and millions of dollars per day in lost wages.

Decreases Total Supply Chain Cost- Manufacturers and retailers depend on
supply chain managers to design networks that meet customer service goals at
the least total cost. Efficient supply chains enable a firm to be more competitive
in the market place. For example, Dell’s revolutionary computer supply chain
approach involved making each computer based on a specific customer order,
then shipping the computer directly to the customer. As a result, Dell was able
to avoid having large computer inventories sitting in warehouses and retail
stores which saved millions of dollars. Also, Dell avoided carrying computer
inventories that could become technologically obsolete as computer technology

changed rapidly.

Improve Financial Position

>

Increases Profit Leverage — Firms value supply chain managers because
they help control and reduce supply chain costs. This can result in dramatic
increases in firm profits. For instance, U.S. consumers eat 2.7 billion
packages of cereal annually, so decreasing U.S. cereal supply chain costs

just one cent per cereal box would result in $13 million dollars saved
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industry-wide as 13 billion boxes of cereal flowed through the improved

supply chain over a five year period.

» Decreases Fixed Assets — Firms value supply chain managers because they
decrease the use of large fixed assets such as plants, warehouses and
transportation vehicles in the supply chain. If supply chain experts can redesign
the network to properly serve U.S. customers from six warehouses rather than
ten, the firm will avoid building four very expensive buildings.

» Increases Cash Flow - Firms value supply chain managers because they
speed up product flows to customers. For example, if a firm can make and
deliver a product to a customer in 10 days rather than 70 days, it can
invoice the customer 60 days sooner.

Lesser known, is how supply chain management also plays a critical role in
society. SCM knowledge and capabilities can be used to support medical missions,
conduct disaster relief operations, and handle other types of emergencies. Whether
dealing with day-to-day product flows or dealing with an unexpected natural
disaster, supply chain experts roll up their sleeves and get busy. They diagnose
problems, creatively work around disruptions, and figure out how to move
essential products to people in need as efficiently as possible

Supply Chain Management and Logistics

Supply Chain Management (SCM) is the management of materials, information,
and finances while they move from manufacturer to wholesaler to retailer to
consumer. It involves the activities of coordinating and integrating these flows within
and out of a retail business.

Most supply chains operate in collaboration if the suppliers and retail
businesses are dealing with each other for a long time. Retailers depend upon
supply chain members to a great extent. If the retailers develop a strong
partnership with supply chain members, it can be beneficial for suppliers to create
seamless procedures, which are difficult to imitate.

Retail Logistics:

The word logistics is derived from the french word “loger” which means “to
quarter and supply troops”. ‘Retail logistics’ is the organist process of managing
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the flow of merchandise from the source of supply to the customer. When large
number of troops and their equipment move, meticulous planning is required to
move volumes of goods and ammunition in that direction. From a marketing point
of view, customers are satisfied when they get right product at the right place, at
the right time and in the right quantity. Retail logistics system ensures smooth
flow of goods to customers through efficient movement of logistics.

Large retailers deal in a wide variety of products. This has created a need for
a systematic planning of movement of numerous goods until they are delivered to
the customer. Retail logistics ensures that everything is in place to offer better
delivery and service at lower prices by way of efficient logistics and added value.
Logistics management is the part of supply chain management that plans,
implements, and controls the efficient, effective forward, and reverses flow and
storage of goods, services, and related information between the point of origin and
the point of consumption in order to meet customer's requirements.
Functions:
1. The increased product variety in stores has forced the retailer to follow an

effective logistics system. It takes care of the

a. Flow of merchandise from the producer or intermediary to the warehouse,

b. Arrangement of transport to the retail units till the merchandise is sold and
delivered to the customers.

2. The system satisfies the customer by taking the right product to the right
customer, at the right place and at the right time. This requires a planned
approach right from the starting point till the point of delivery.

3. Profitability of the present and future are maximized by the logistics system by

means of fulfillment of orders in a cost effective way.

4. It ensures the availability of infrastructure such as warehousing, transport,
inventory and administration. The inter relationship that exists between these
elements are effectively coordinated.

5. Retail logistics system strives to add value for the customer. For this purpose,
the cost elements in the chain are brought under the direct control of the

retailer. Depending on sales volume, retailers create central or regional
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distribution centers. They decide on major investment in property, plant and
equipment with associated overheads.
6. The functions incorporated in the retail logistics are summarized.
e The physical movement of goods
e The holding of the goods in stock holding points
e The holding of goods in quantities required to meet demand from the
consumers
e The management and administration of the process in modern complex
distribution system.
Replenishment: Replenishment is the movement of inventory from upstream -- or
reserve -- product storage locations to downstream -- or primary — storage, picking
and shipment locations. The purpose of replenishment is to keep inventory flowing
through the supply chain by maintaining efficient order and line item fill3 rates.
The process helps prevent costly inventory overstocking.
Computerized replenishment system:
Replenishment is “filling again by supplying what has been used
up.”’Replenishment can be broken into base components for easier definition,
description of best practices and discussion of the benefits available.
1. Demand Forecasting:
Perhaps the most influential and difficult to master of the replenishment
components, demand forecasting is the foundation of replenishment buying.
Replenishment focuses on acquiring product to support anticipated need, and
the demand forecast is the key to understanding that future need. While some
forecasts are calculated manually relying on the experience of the buyer,
demand forecasts are almost always calculated using scientific algorithms.
Some packages allow for demand forecasting with several algorithms, requiring
the user to understand each variation and select the most appropriate method
for each product location. Others focus on one or two “best of breed” algorithms,
allowing the wuser to spend their analytical time on other factors of
replenishment. The decision which approach to take is an important one, and is

largely driven by the types of business scenarios faced by the replenishment

Prepared by Dr.Sashikala .V & Dr.S.Jegadeeswari , Department of Commerce, KAHE
27/39




Retail Marketing Mix 2017 — 2020 Batch

team. Replenishment buyers are typically responsible for tens of thousands of
product locations and may not have the time or analytical backgrounds to make
these types of decisions. Look for solutions that have a “pick best” approach or a
single algorithm that is flexible enough to address the needs of all products. One
area where retailers can impact the accuracy of these algorithms is the
frequency of demand updates. Updating forecasts frequently enables retailers to
react more quickly to changing consumer buying habits, but this increased reaction
speed has a price. Frequently updating forecasts may reveal lower level variance in
the demand history and may increase safety stock requirements to compensate for
this variance. For example, if an item sells one, nine, one and nine over a four
week period the average sales are five each week but the variance from the
forecast is four each week — or 80% of the weekly forecast. Updating the forecast
less frequently has the effect of smoothing the normal random variance but does
not allow the system to react as quickly when demand is actually trending
up or down.
2. Lead Time Forecasting:

Lead time forecasting has nearly as much impact on the replenishment process
as demand forecasting. Lead time refers to the number of days between order
placement and receipt, including the time it takes to enter the receipt into the
system, place it on the shelf, or otherwise make it available for sale. As
replenishment focuses on acquiring product to support anticipated need, the
lead time forecast is the key to understanding how long ahead of that future
need orders should be placed. The lead time variance indicates the amount of
deviation buyers experience with order delivery. This number represents the
reliability of the lead time forecast. The higher the number, the  more
inconsistent the vendor or warehouse is in their shipping process. Why is lead
time forecasting so important? If weekly demand forecast is 100% accurate, but the
lead time forecast is too high by a week, replenishment orders will drive one week
of overstock inventory. Under forecasting lead time by a week with a perfect
demand forecast leads to inventory levels off by a week of supply and potential out

of stocks.
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Buyers need accurate statistics concerning supplier lead time to attain their service

goals. When time is money, emphasis on lead time forecasting is critical. Reducing

the variance of vendor lead time will increase in-stock levels and reduce

safety stock levels used to compensate for variation.
Benefits of Successful Replenishment

Excelling at replenishment enables a retailer to implement the promotional,
pricing and assortment strategies established. Not only does winning the
replenishment game enable execution of these strategies, but additional profit can
be gained by minimizing inventory levels and reducing lost sales. Time is made
available for analysis and special projects when fighting the fires of overstock and
out of stocks is removed from the buyer’s day. Replenishment is an area within
operations where retailers can find an edge to beat the competition and delight the
customer.
Corporate replenishment policies
Corporate retail planning relates to formalized logistics policies. The areas of

formalized logistics policies include distribution networks, warehouse system,
information systems and replenishment systems.
Formalized logistics policies permit the head office of a retail organization to be
responsive to operational needs. Companies have invested an enormous amount of
fixed capital on warehousing, vehicles and other equipment. Apart from fixed
assets, the current assets in the form of inventory, accounts receivable and cash
also form a substantial part of investment.
Thus, corporate replenishment has become an integral part of the corporate
strategy. It is instrumental to the achievement of financial and strategic objectives.
Corporate replenishment policy is broader in its application. It is based on the
organization’s replenishment ethos related to a systems approach.
Types of Stock Control Systems
There are two types of stock control systems:
i. Push strategy ii. Pull strategy.

Under the push strategy, the quantities of stock are pushed into stores in

anticipation of demand. Under the pull strategy, the merchandise is pulled
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through the supply chain to replenish sales at stores and a minimum stock holding
is retained in the store.

In the 1990s, just-in-time (JIT) methods were developed. In these methods, the
pull strategy became the leading method to link inventory to actual demand.
Accurate electronic information from the use of EDI has enabled the
achievement of continuous replenishment system.

The JIT systems allow for restocking to occur in relation to customer demand.
In retailing, the fundamentals of JIT are known as quick response. Demand is
captured as close to the final customer as possible. Quick response is actually a
series of technologies which comprise the electronic scanning of product
codes, the application of EDI and tracking of goods in the supply chain.
Grocery multiples are the main users of quick response.

Advantages of corporate replenishment:

i. Customers, ii. Store management, iii. Company, iv. Suppliers.

Advantages of Corporate replenishment to customers

1. Goods are available at the point of sales where and when the customer needs

them.

2. An item advertised in the media is certainly available in stock as stock is
assured through the system. This adds to customer goodwill.

3. The economies of scale and inventory savings available to retailers are passed
on to the customer. The retailer is able to forecast bulk buying requirements
more accurately. Hence, the retailer is able to obtain greater discounts from
suppliers. A part of the savings can be passed on to customers.

Advantages of Corporate replenishment to store management

1. With well designed corporate replenishment, the management is relieved from
the botheration of stock checking and ordering. Use of automatic stock
replenishment has completely freed the store management from stock ordering
worries.

2. Store management has more time to manage resources and implement company
policies. Computerized goods receipt system has saved the time spent on inventory

management.
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3. With the use of automated systems, managers will not worry about stock

position. But they should ensure that stock counting is accurately recorded. Stock
outs occur for reasons such as unpredictable shifts in demand, product
unavailability, poor data capture control, loss of information, computer failure etc.
In these situations, managers should communicate major stock outs immediately
to the head office.

The automatic stock replenishment system merely removes the task of
physically ordering stock. It does not relieve the manager from the
responsibility to ensure maximum customer satisfaction through product

availability.

Advantages of Corporate replenishment to Company

1.

The company benefits from maximizing service and minimizing costs. Inventory
replenishment is managed to keep the amount of stock to an acceptable level, it

avoids dead stock in which capital is locked up unnecessarily.

. Minimum stock holding prevents capital from being locked up. Capital may be

employed for the expansion and development of the business.

. Due to effective control over stock holding, floor space required for warehousing is

reduced. This enables the store manager to divert floor space for selling activities.
In a self service environment, products are displayed by making effective use of floor

space.

. Stock will be allocated and received into stores to coincide with advertising and

other sales promotional activities. If advertising products are not available in stores,

it is a major fault on the part of the retailer.

Advantages of Corporate replenishment to suppliers

1.

It is easier for a supplier to cope with one order for all stores of a chain than order

for each store independently.

2. The supplier can affect delivery of goods in the most economical way.

3. Using traditional forms of ordering is both time consuming and inaccurate.

Processing orders for central distribution warehousing is quite easy for the

supplier.
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4. Only expert buyers place orders on behalf of store management. From the supplier’s
point of view, it is preferable to deal with buyers who have expertise in the field of
buying.

PROMOTION:

Promotion refers to "the marketing communication used to make the offer known to

potential customers and persuade them to investigate it further". Promotion elements

include "advertising, public relations, direct selling and sales promotions. Demand of
goods is to be created to sell the goods produced in the market be created.

Without demand creation, no sale can be affected. It is a continuous process

throughout the product life cycle. At introduction level utmost efforts are made to

make a product recognized by the customers. The demand once created, would have
to be maintained and increased. Efforts for demand creation continue even in the

declining stage. For this purpose, promotional activities are undertaken. A

promotional mix involves three main activities: personal selling, advertising and sales

promotion activities. Personal selling is direct or personal method of selling the
product through salesmen or retailer. Advertising and sales promotion are the
impersonal methods of promoting the sales.

Retail promotion

Retail promotion involves a mix of communication activities carried out by retailers

in order to make a positive influence on the customer’s perception, attitude and

behavior which can lead to an increase in store loyalty, store visits and product
purchases. It is any type of communication by a retailer that informs, persuades,
and reminds the target market about any aspect of that firm. Promotional Objectives

* Increase sales

* Stimulate impulse and reminder buying

* Raise customer traffic

* Get leads for sales personnel

* Present and reinforce the retailer image

* Inform customers about goods and services

. PoEularize new stores and Web sites
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* Capitalize on manufacturer support

* Enhance customer relations

* Maintain customer loyalty

* Have consumers pass along positive information to friends and others.
Communication effects:

Retail communication refers to the programs or schemes conducted by the
retailers to inform the customers about their product, services and also about
their Retail store. The main motive of Retail marketing communication is to increase
the customer base and to increase the sales volume of the company. It also serves
as a tool for building the store image. Retail communication has moved on from the
time when the retailer alone communicated with the consumers. Consumers can
communicate or reach the organizations. Examples of this include toll free numbers,
which retailers provide for customer complaints and queries.

Key Functions or importance of Retail Marketing communication:

a. Information: - Providing information is a primary function of retail communication.
Information should be relevant and it should be given timely. Retailers provide
information about themselves and the products or services offered by them.
For eg :- Retail stores like Big Bazaar, Reliance fresh advertise about their stores
and schemes through newspapers and pamphlets.

b. Persuading: - Persuading involves asking people to visit the store and purchase
the products.

For eg :- distributing discount coupons through newspapers and motivate them to
buy products.

c. Reminding: - It involves reminding its customers frequently about its products and
services so that customer loyalty increases. This can help in retaining the customers
for the long time.

For Eg:- Introducing new promotional strategies and conducting loyalty programs

are a part of this function.

Retail communication Methods :

a.Paid: Impersonal Communication :-

. Advertising: - NewsEaEers, Visual Media, Radio etc
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» Sales promotions — Special events, In-store demonstrations

e Store atmosphere - The combination of the store’s physical characteristics
(architecture, layout, signs and displays, colors, lighting, temperature, sounds, smells)
together create an image in the customers’ mind.

Website: - Retail store website should provide all the information about various
products and services offered by them.

* Community building: - It offer opportunities for customers with similar interests
to learn about products and services that support their hobbies and share information
with others

b. Paid: Personal Communication

* Retail salespeople are primary vehicle for providing paid personal communication
to customers.

Personal selling — salespeople satisfy needs through face to face exchange of
information.

* Email - retailers inform customers of new merchandise, receipt of order or when
order has been shipped

* Direct Mail

* M-Commerce (mobile commerce)

a. Unpaid: Impersonal Communication

* Publicity: Publicity is the act of attracting the media attention and gaining
visibility with the public. Paid Impersonal Communication

b. Unpaid: Personal Communication

* Word of Mouth: Word of mouth can be positive as well as negative.

* Social Shopping — A communication strategy in which consumers use Internet to
engage in the shopping process by exchanging preferences, thoughts, and opinions
— Product/service reviews —

For eg :- www.plobal.com

Retail promotion mix

1. Advertising,

2. Sales promotions,

3. Store atmosEhere,
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4. Public relations,

S. Personal selling and

6. The word of mouth

The tools used by retailers to communicate with their target customers The

retailer has a wide choice of media for advertising itself, its products and its
services. All these components of the promotion mix must be combined properly to
develop an integrated marketing communication system, for customers to have a clear
and distinct image of the retailer.

Factors Affecting Promotion Mix

Definition: The Promotion Mix is the blend of several promotional activities
(Advertising, personal selling, sales promotion, public relations, direct marketing)
used by business to create, maintain and increase the demand for a product.

The management must consider the following factors in determining the promotion
mix, these are:

1. Nature of Product: The different type of product requires different
promotional tools. Such as, for the industrial products Viz. Machinery, equipment
or land personal selling is more appropriate as a great deal of pre-sale and after-
sale services is required to sell and install such products. On the other hand,
advertising and publicity are more suitable for the consumer goods, especially the
convenience goods.

2. Nature of Market: The number and location of customers greatly influence the
promotion mix. In case the group of potential customers is small and is concentrated
in a particular locality, then personal selling is more likely to be effective. Whereas, if
the customer base is large and widespread, then the blend of advertising, personal
selling, and the sales promotion is required to sell the product.

Also, the type of customers influences the managerial decisions of the promotion
mix. The type of promotion for the urban, educated and institutional customers would
be different as compared to the rural, illiterate and household customers.

3. Stage of Product’s Life: The promotion mix changes as the product moves
along its life cycle. During the introduction stage, the principal objective of the
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promotion is to create the primary demand by emphasizing the product’s features,
utility, etc. therefore, the blend of advertising and publicity is required. As the product
reaches its maturity stage the advertising and personal selling is required to
maintain the demand of the customers.

And finally, during the decline stage the expenses on other promotional activities
are cut, and more emphasis is laid on sales promotion with the intent to push up
the declining sales.

4. Availability of Funds: The marketing budget also decides the promotion mix. If
the funds available for the promotion are large, then the blend of promotional
tools can be used, whereas in the case the funds are limited then the management
must choose the promotional tool wisely.

S. Nature of Technique: Each element of the promotional mix has unique features
that significantly influence the purpose of promotion. Such as, the advertising is an
impersonal mode of communication that reaches a large group of customers. Its
expression can be amplified with the use of colors and sound that helps in developing
the long lasting brand image in the minds of the customer.

The Personal selling involves face to face interaction that helps in developing
cordial and personal relations with the customers. Likewise, the sales promotion is
short-term incentives given to the customers with the intent to boost sales for a shorter
period of time.

6. Promotional Strategy: The promotion mix largely depends on the company’s
promotional strategy, i.e. whether it accepts the Push Strategy or a Pull Strategy.
In a Push strategy, the manufacturer forces the dealers to carry the product and
promote it to the customer, i.e. convince the potential buyers to buy it. Here,
personal selling and trade promotion are likely to be more effective.

In the case of a Pull Strategy, the consumers ask the dealers to carry the product,

i.e. customers themselves purchase the product. Here, advertising and consumer
promotion are more appropriate.

7. Readiness of Buyer: Different promotional tools are required at different

stages of buyer readiness. Such as, at the comprehension stage, the blend of
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advertising and personal selling plays a vital role. Whereas at the conviction stage,
personal selling is more effective.

At the time of sales closure, the blend of sales promotion and personal selling is
likely to be more effective.

Hence, the advertising and publicity are more effective at the early stages of buying
decision process while the sales promotion and personal selling are more effective
during the later stages.

HRM in Retailing: Human Resource Management (HRM) is extremely important in
Retailing. Because of retail store is a combination of merchandise and service. The
product and service is delivered through the human interface between the store
employees and customer. Many retail organizations have now realized that their
success, to a great extent, is dependent upon the performance of their HR department.
Various aspects of the HR function in retail

In any retail organization, the people who deal with the customers at a one to one level
are considered the face of the organization. Thus, people who work at the store
level are important. Hiring the persons with right attitude is important as in the
case of most retail stores, the employees need to work long hours, and also need
to work when the rest of the people may be on a holiday e.g. on Sundays or on
occasions like Diwali, Christmas etc. Secondly the retailer needs to have the persons
with the right skill sets taking care of functions like buying and merchandising, as the
product is the key in a retail set up. The Human Resources function in retail involves:
1.Identifying various roles in the organization. 2. Recruiting the persons with right
attitude to fit the jobs. 3. Training 4.Motivation of employees 5.Evaluation of
employee performance. Identifying the various roles in the organization: The first
step starts with the identification of the various tasks or jobs that need to be
performed in the organization. This helps in determining the number of people
required from various jobs, the skill sets and educational background needed and the
location, where they are doing to be based depending

on the organization structure defined and the size of the retail operation.
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Key tasks in a typical retail organization involve: 1) Buying and merchandising

2) Store management and operations, and 3) Technology support. It is necessary
that persons with the right attitude and skill sets are recruited for the above
mentioned functions as they are the key in any retail organization. While
professional qualifications for the various tasks are important, it is also necessary
to hire persons who understand consumer trends and technology and what it can
provide. This is extremely important, as traditionally retail has been one of the
oldest users of information technology.

Recruitment and Selection: After determining the tasks to be performed within the
organization, the jobs need to be categorized on the basis of the functional or
geographic needs. The aim of the recruitment process is to make available job
applicants for a specified job/s. Common ways of recruitment include newspaper
advertisements, visits to colleges, existing employees, references, recruitment agencies
and even websites. Many organizations create an application blank, which has
to be filled in by the applicant and gives the details of education, work, hobbies and
family background. It helps the organization obtain information about the applicant
in standard and structured manner. Once the applications are received, they are
screened on the basis of parameters that are important to the retailer. This serves
as the primary basis for acceptance or rejection of the candidate. In case of most
of the organizations, the candidates who are short listed on the basis of the bio data
or application blank are called for a personal interview. A personal interview enables
the interviewer gauge the attitude of the person and his suitability for the desired
job. Depending on the position applied for, the selection procedure may comprise
of one or more interviews. When the candidate passes the interviews stage, reference
checks may be done and the final decision is taken.

Training: Training is an important aspect of human resource management in
retail. Typically, in retail training needs arise at the following points: 1) Induction
new persons / staff into the organization 2) Training of sales staff, as they are the
persons who are in direct contact with the customers. 3) Training of staff /
personnel for skill enhancements. When new persons join any organization, an
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induction program is conducted. The purpose of such an induction program is to
familiarize the new entrants about the organization’s policies and methods of doing
business. In retail special importance is given to the training of sales staff as they
are commonly termed as the face of the organization.

Manpower Planning :Manpower Planning is also called as Human Resource Planning.
Manpower planning is the process of estimating or projecting the number of
personnel required for a project (with different skillsets) over a predefined period
of time.

Planning

Manpower Planning which is also called as Human Resource Planning consists of
putting right number of people, right kind of people at the right place, right time,
doing the right things for which they are suited for the achievement of goals of the
organization. Human Resource Planning has got an important place in the arena
of industrialization. Human Resource Planning has to be a systems approach and
is carried out in a set procedure. The procedure is as follows:

1. Analysing the current manpower inventory

2. Making future manpower forecasts

3. Developing employment programmes

4. Design training programmes
Steps in Manpower Planning

1. Analyzing the current manpower inventory- Before a manager makes
forecast of future manpower, the current manpower status has to be analysed.
For this the following things have to be noted-

Type of organization:

Number of departments

Number and quantity of such departments

Employees in these work units Once these factors are registered by a manager,

he goes for the future forecasting.
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Promotion is basically
a process

Communi
cation

correspo
ndence

ordering

replying

Communic
ation

The

communication is

process of

generally divided into

2

3

2

involves use of
language to establish
commaon  understanding

among the people.

Explicit

Implicit

verbal

non-verbal

Explicit

Implicit
communication, is an
_intensive
interpretation of
symbols’ and is
basically a

form of communication

Explicit

Implicit

verbal

non-verbal

non-verbal

The marketing mix or
promotional mix
consist of major

tools
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Any paid form of non | Advertisin | Direct Sales public Advertising
personal  presentation| g marketin | promoti | relation
and promotion of ideas, g on
goods, or services by
an identified sponsor is

6 called
Use of mail, telephone | Advertisin | Direct Sales public Direct
and other non personal | g marketin [ promoti | relation marketing
contact tools to g on
communicate with or
solicit a response from
specific customers and
prospects is known as

7
Short-term  in€entives | Advertisin | Direct Sales public Sales
to encourage trial" onj.g marketin | promoti |yrelation promotion
purchase of a product g on
or service is called

8
A variety of programs | Advertisin | Direct Sales public public
designed, ‘to.. _promote | g marketin | promoti | relation relation
and / ‘“or \protect Ja g on
company's image, or its
individual productsh,is

9 known as
Face-to-face interaction | Personal Direct Sales public Personal
with one or more| Selling marketin | promoti | relation Selling
prospective purchasers g on
for the purpose of
making sales is called

10

Prepared by Dr.Sashikala .V & Dr.S.Jegadeeswari, Department of Management, KAHE

Page 2

2017-2020




Unit-IV: One Mark Questions

Which of the following | To ensure | To To To control | To compete
is a reason for a business | similar specializ | compete | costs effectively
to offer a deep product | methods e in a| effective
mix: of product | ly
distributio | line
11 n
Encouraging customers | display promote | Market | bundle bundle
to buy products that
they might not
otherwise want to buy
IS one reason why
some businesses
12 products
Co-branding works | the * same | comple | owned fierce complemen
best when twefbrands | industry mentary | by< the | competitors | tary and
are segment. [|‘and same more or
more or | parent less equal
less gompan in stature.
equahy,in | Y.
13 stature.
Effective corporate | new emotion | many direct emotional
branding involvesy, products , | al different | channels of | connections
creating on an | connecti | advertisi | distribution | with
ongoing ons with | ng customers
basis. custome | message
14 rs S
Why is it important for | To handle | To sell | To fill | To organize | To handle
a business to maintain | expected | the most | availabl | new expected
an  adequate  stock | sales trendy e space | inventory sales
15 level? items
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Why is it important for | To To To set|To apply|To
supermarket chains to| calculate | monitor | up a | for personal | calculate
determine the final cost| gross operatin | deprecia | loans gross profit
of  purchases from| profit g tion
domestic and expense | schedule
16 international sources? S
The basic objective of | demonstra | inform | enhance | persuade persuade
product promotion isto | te the | the compan | consumers | consumers
firm's public ymorale |[to buy a|to buy a
social about and good or| good or
responsibi. [xthe recruit service. service.
lity compan | employe
y's es
17 future
Which of the fallowing | Publicity. | Sales Advertis | Personal Advertising
kinds of paid promoti | ing selling
promgtion  is  ‘mest on
likely'to be used “to
promote  the entire
18 company
Which , technological | Spreadshe | Interacti | Graphic | Database Graphic
advancement hasy, et ve design tracking design
enhanced the“efficiency | computer | viewing | software | capabilities | software
and quality of | software | capabilit
photographs, copy, and ies
illustrations in printed
19 promotional pieces?
Advertisements may be | cognitive | monetar | emotion | behavioral | monetary
deemed unfair if they y al
cause substantial injury
20 to consumers.
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Regulators have
determined that
substantial injury
ordinarily involves
harm
Which of the following | Radio Magazin | Fashion | Newspaper | Newspaper
promotional methods is| commerci | e show advertising | advertising
used by many apparel| al advertisi
retailers  because it ng
shows consumers
thatlatest fashions at
minimum expenses to
21 the business
Which of the following | A ‘retailer | A hotel| A, soft- [“Anyapparel | An apparel
is an example @fidirect | conducts af chain drink company company
advertising telephone [“develops | compan |mails its | mails its
survey to | an y places | latest latest
determine w,advertist | an catalog to | catalog to
its ng advertis | customers | customers
customers' | campailg | ement who have | who have
satisfactio | n  that | on ordered ordered
n with_its | includes | televisio | items items
services televisio | n during | withinaye | withinaye
n spots|a major
and sporting
billboar | event
22 ds
Samples,  premiums, | publicity | commun | marketin | selling communica
and advertising | strategies | ications | g techniques | tions
specialties are channels | activitie channels
23 examples of S
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used in
sales promotion
Making sure that the | elements | principle | channels | arrangemen | elements in
headline, illustrations, | in S of | of tsin print. | advertiseme
and copy promote the| advertise | design commun nts
same theme is an| ments ication
example of co-
24 ordinating
What do many | Public- Creative | Marketi | Cause- Public-
businesses often use to| relations | thinking, | ng related relations
promote products and| activities research | advertising | activities
25 increase awareness?
One reason why it is [‘potential | major importa jymost likely,| most likely
effective for businesses | employees | competit | nt, local |‘prospects prospects
to use trade shows as a ors residents
way of communicating
with their target
audience, is because
the consumers who
attend the show are the
26 _
is amyp Advertisin | Advertis | Advertis | Advertising | Advertising
organisation formed for | g"/Agency | ing ing budget Agency
rendering services nto media layout
advertisers  such as
preparing the layout for
advertisements getting
the block made for
layouts, getting the
advertisements  made
27 through suitable media,
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undertaking the market
research etc
What type of display | Counter Point- Sign Full-sheet Full-sheet
sign. might a store| card of-sale | topper poster poster
design for use near the card
main  entrance  to
promote a storewide

28 special event?
When deciding if the | economic | number | competit | type of | type of
business should use a | changes. of ors' merchandis | merchandis
point-of-purchase salespeo | activitie | e to be sold. | e to be sold.
display, a primary ple, on|s

29 consideration is the hand:
If there is no suitable | puttingyup | reafrang | changin |‘changing rearranging
merchandise .available | a new (ing the | g the | the " color | the display
to replace an ‘item- ofy,backdrop. [‘display | fixtures fjscheme
merchandise sold ‘from
a display, the
appearance of  the
display can easily be

30 maintained by
Which of‘the, followingy, Time Selling | Space Cost Selling
is an advantage, of a power power
related-item display

31 arrangement:
When salespeople | provide add develop | create create
demonstrate the| jobs  for | usefulne | new and | desire  for | desire  for
features and benefits of | more SS to| improve | products. products.
goods or services, they | employees | products | d

32 often are able to products
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Which of the following | Promotes | Offers Encoura | Suggests Encourages
is one way that good | repeat financial | ges new follow-up
customer service has a| business assistanc | follow- | information
positive effect on sales e up
33 relationships
Businesses hope that | specialty | sponsore | word-of- | point-of- specialty
individuals who are d mouth purchase
favorably impressed
with the business will
tell others about it so
that the business will
receive
34 publicity
Marcus, a salesperson, | manage evaluate | develop |‘plan manage
uses a egomputer | contacts territorie | reports. | presentation | contacts
software program . to S. S
store impartant
information about his
customers—their
names, addresses, and
phone »numbers. The
purpose of this
35 technology isto
Before developing »a | explain evaluate | obtain list the | obtain  the
product feature-benefit| the the the product's necessary
chart, a salesperson| product's | competit | necessar | most facts
must first apparent ion's y facts important
benefits reaction features.
36 S
Ron is a clerk in a|spendalot|use the|need to|sell to the | use the
37 bakery and his brother | of  time | selling qualify | same type | selling
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is a car dealer. As | prospectin | process | potential | of process
salespeople, the | g different | leads customer. differently
brothers will ly
An example of the use measuri | presenti | preparing preparing
of product ng the|ng a | popcorn in | popcorn in
demonstration is height of | feature- | a a
handing a benefit | microwave | microwave
out sale | custome [ chart. oven. oven.

38 brochures. | r
What type of | Suggestin_ | Suggesti,| Suggestia! Suggesting | Suggesting
suggestion selling| g related | ng ng «new| products for | products for
would a salesperson| products higher uses for| special special
use when a customer is priced products |,occasions occasions
in need of a gift for products

39 Father's Day?
Krista  received, “ ayJo verify [To To burld pTo resolve | To  build
birthday card from the | orders arrange,. | goodwill | problems goodwill
dealership where she training
purchased. her car.
What was the
dealership's purpose in

40 sending the card?
Retailers often ystock | quality- status- high- price- price-
generic brands because | conscious | oriented | income | oriented oriented
they want to appeal to

41 customers.
This type of retail store | Free Central | Central | Factory Free
stands alone, physically | standing storage | business | outlet standing
separate from other| locations district | centre locations

42 retail stores.
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an outlet center | Free Central | Central | Factory Factory
consists  mostly  of | standing storage | business | outlet outlet
manufactures stores | locations district | centre centre
selling  their  own
43 brands at a discount.
The two main elements | Sender Message | encodin | response Sender and
of communication are | and and g and|and receiver
L receiver Media decodin | feedback
44 g
The word advertise | toturnto | turn'af », | to to response | to turn to
45 means convey
is the mode | Advertism | Motivati | Sales Promotion | Promotion
of communication |‘ent on
adopted by business
community for
achieving certain
46 specifie objectives
__ \is a part of the | sales Advertis | Motivati | Sales sales
promotion is a part of| prometion | ment on promotion
the promotional
activities of the
47 business undertakings.
"Promotion American | Philip J.Stanto | Roger Philip
encompasses all. the | Marketing | Kotler n A.Strong Kotler
tools in the marketing| Associatio
mix whose major role| n
is persuasive
communication”
48 defined by
"Promotion is  an | American | Philip J.Stanto | Roger J.Stanton
49 exercise of | Marketing | Kotler n A.Strong
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information, persuasion | Associatio
and influence” is the | n
definition of
"those marketing | American Roger American
activities other than | Marketing A.Strong Marketing
personal selling, | Associatio Association
advertising and [ n
publicity that stimulate
consumer  purchasing
and dealer
effectiveness such as
displays, shows and
expositions,
demonstration and
various non-

50

Roger Roger
A.Strong A.Strong

associated
personal  selling.
thus includes trade
shows and exhibits,
coupon, sampling,
premiums, trade
allowances, sales and

51 dealer incentives, sent
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of packs, consumer
activities, rebates, point
of purchase material
and direct mail|.
There are 2 4 5 3 4

52 kinds of premium
Under this method, the | Merchandi | Co- Free Buy Back | Co-
producer agrees to pay| se operativ | goods Allowances | operative
an advertising | Advertise |e Advertisem
allowance  to  the| ment Advertis ent
retailers for each unit ement
of product purchased or
a contract for a

53 specified period
The buying allowance | Buying Free Buy Trade Buying
is offered to the dealersy,Allowance |‘gooeds Back Promotion | Allowances
to induce them to buy a|'s Allowan
new product introduced ees

54 by the manufacturer
A premium | Money Price off | self Free in | self
is an item  that the| Refund Promoti | liquidati | Mall liquidating
company - will “sell By}, Offer on ng Premium
mail at pricey well
below the normal »yor
the original price to
consumers, who

55 request it.
Bonus is offered on | Sales Bonus to | Free Free in | Bonus  to
sales in excess of the| force Sales goods Mall Sales offer
quota fixed by the sales | contest offer Premium

56 manager in

Prepared by Dr.Sashikala .V & Dr.S.Jegadeeswari, Department of Management, KAHE

Page 12



Unit-IV: One Mark Questions

consultation with the
salesmen.  This is

known as

57

This offer is usually
media
the

stated in
advertising  that
manufacturer will
return within a stated
period the whole of the
purchase price if he is
not completely

satisfied

Free
Mall
Premium

in

Bonus to
Sales
offer

Price off
Premiu

m

Money
Refund

offers

Money
Refund
offers

58

is a
certificate that entitles

the consume

59

60

announced to sti
company salesman
double their

interests

selling
and efforts
over a stated period,
with prices going to the

top performers

Coupon

Sampling

Sales
Force

Contest

Coupon

Sales Force
Contest
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UNIT V

IMPACT OF INFORMATION TECHNOLOGY IN RETAILING

Non store retailing (e-retailing) - The impact of Information Technology in retailing

— Integrated systems and networking — EDI - Bar coding - Electronic article
surveillance — Electronic shelf labels— customer database management system.

Legal aspects in retailing, Social issues in retailing, Ethical issues in retailing.

Impact of Information Technology in Retailing:

The importance of information technology in retail stems from the
importance of data. Data is nothing but information that aids decision making.
The right data, in the right form to the right setoff people at the right time, is one
of the greatest tools in the hands of the retailer. Information is always with
reference to a particular time frame.

Let us consider an example of a customer at a department store. After
selecting some goods he proceeds towards the billing counter. Here the billing
clerk scans each product at the POS (Point of sale) terminal the total number of items
and the bill amount is added up. While doing so he has so checked with the customer
if he is a member of the store’s loyalty program. The customer confirms that he is,
gives him the store card for entry makes the payment by way of credit

card and exits the store with his purchases.
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E-retailing: Electronic retailing is the sale of goods and services through the internet.
Electronic retailing, or e-tailing, can include business-to-business (B2B) and
business-to-consumer (B2C) sales of products and services, through subscriptions
to website content, or through advertising.

The term is a short form for “electronic retailing”, and surfaced in the 1990s for
being frequently used over the Internet. The term is an inevitable addition to other
similar terms such as e-business, e-mail, and e-commerce. E-tailing usually
refers to the business-to-consumer (B2C) transactions. The electronic retailing is
the subset of E-Commerce that means, E-commerce is the principle domain that
includes the e-tailing operations.

Definition: The Electronic Retailing also called as e-tailing or internet retailing, is
the process of selling the goods and services through electronic media,
particularly the internet. Simply, the sale of retail goods and services online is
called as electronic retailing. It follows the B2C business model wherein the
business interacts directly with the customers without the involvement of any
intermediaries.

Types of e-retailers:

e Pure Play e-retailers such as Amazon that emerged as the online
bookseller. It is present only online and do not have any physical outlet for
the customers.

e DBrick and click e-retailers such as Dell that sells computers through the
internet as well as has the physical store front for the customers.

Advantages of Electronic Retailing

1. Through electronic retailing, customers can save both the efforts and time.

2. The wide range of products is available online, so the comparison can be made
easily before the purchase.

3. The customer can shop anytime and from anywhere, the facility is available
24*7

4. The huge discounts can be availed while shopping online.

5. The detailed information about the product is available online; that helps the

customer to make the purchase decision.
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6. The electronic retailing offers the easy payment terms such as payment on
delivery that instigate the customer to shop online.

Disadvantages of Electronic Retailing

1. The customers may not be sure of the quality of the products offered online.

2. It is the tendency of every individual to bargain before making the final
purchase, but this quotient is missing in electronic retailing.

3. Also, the customers may not trust on the payment gateways and fear the
misuse of credit cards or any other mode of payment.

4. Every customer wants to see and feel the product that he purchases, but it is
not possible in case of electronic retailing where the customer makes the
decision just by looking at the image.

5. The product is not readily available; the customer has to wait for some time to
get the product in his hands.

6. The customer misses the emotional attachment with the seller that leads to less
faith on the offerings.

Impact of Information Technology in Retailing:

While to the customer it is just a routine purchase, let us look at the information
that the store has gathered from this transaction and how the information helps the
retailer;

Efficient Stocking of merchandise

The items purchased provide information on merchandise sold in the store; this
is the basis of sales analysis and decisions on replenishment re-ordering and
merchandise planning. If this information is passed on to the manufacturer; it can
help reduce production time. This is particularly true in case of fashion items,
which have a very short life cycle. For example data gathered in this manner may
indicate youngsters buying certain styles in Jeans or colors, in the tee shirts from
the store. To service this section of the audience the retailer may need
replenishments faster. The use of technology aids the collection and transmission
of information. The trends in sales can be analyzed. This helps avoid situations of
stock out helps spot merchandise or products timely markdowns and higher

inventory turns.
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Collection of Data

The use of technology aids data collection. Data can be collected about
consumers, their purchases the frequency of their buying and the typical basket
size. This information helps the retailer distinguish the customers who shops at
his store frequently and also reward them. For example information gathered
about a customer may reveal preferences for certain brands; this may be used for
further communication with the customer regarding promotional offers etc. The
data on purchase made is also passed on to the credit card organization for
payment to the merchant establishment and also for billing the customer. Efficiency
in Operations :

The use of information technology serves as a basis for integrating the
functioning of various departments. When a retailer decides to use the power of
technology to aid business, the investment in terms of money is usually high. However
the benefits of the use of information technology are many. As the process
gets automated the time involved in particular task is reduced. For example, a
person manually billing a customer for purchase made will take a longer time
as compared to a person who is needed to scan in the items using the point of sale
systems.

Helps Communication:

Communication within the organization can be faster with the use of
software like Lotus Notes. Retail stores can also communicate with each other and
with the warehouses. This can be done 24 hours a day and seven days a week.
Electronic Data Interchange (EDI) can also be used for communication with
suppliers and vendors.

The information needs of the retailer largely depend on the size and the
spread of the organization. In most cases a small boutique operator or a small
retailer like the banyan can do manual billing and gather a fair amount of information
by making a phone call or making a personal visit to the store. With an increase
in the number of stores and /or an increase in the number of products

sold in the store, gathering of information becomes crucial Technology plays a vital
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role in gathering this information and making it available to the right set of
persons.
DRIVERS FOR INTEGRATION IN RETAIL
Today’s retailers are faced with a highly competitive marketplace. Here are some of
the challenges.
What is Omni channel retailing?
Retail Omni channel retailing uses a variety of channels in a  customer's
shopping experience including research before a purchase. Such channels include
retail stores, online stores, mobile stores, mobile app stores, telephone sales and
any other method of transacting with a customer.
Integrated Retail is a leading information technology and business  service
provider in the Asia Pacific region, with focus on consumer businesses: Retail,
F&B, Consumer Services like Spa and Salons and Consumer Packaged Goods.
FROM CHANNEL INTEGRATION TO UNIFIED CUSTOMER EXPERIENCE:
Most retailers now sell across many channels - from traditional stores to the
Internet. But these channels typically present an inconsistent experience to
customers:

» Confusing product and price information

» Complicated and conflicting promotions

» Divided inventory

» Organizational rivalries
So there is a great interest in bringing these disparate channels together into a
coherent channel-agnostic experience. Some people call this Omni channel. We
call it Proximity Commerce.
Channel integration provides the following benefits:

e C(Clear and consistent product information

e Improved customer insight

e Coordinated product promotions and marketing campaigns

e Supply - side economics of scale, from buying to inventory management
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Although many retailers initially feared that the different channels would compete
for the customer purse, successful retailers have found the exact opposite. The
channel customer typically buys more across all channels. So channel integration
is seen as the royal road to business growth.

FROM CUSTOMER INSIGHT TO PERSONALISATION:

Retailers want to leverage their knowledge of the customer and her
requirements, inferring her preferences from her behavior, and anticipating her
future needs. This is only possible if all interactions with the customer not only
purchases and orders, but also enquiries and issues are brought together for
analysis in a consistent way. In the past, many retailers have struggled to get a
clear picture of the customer, because sales data have been aggregated and
unclassified Customer data has been either fragmented or completely unavailable. The
challenge here is to collect and correlate all kinds of customer data and draw useful
inferences, which can lead to more personalized forms of sales and service. So some
form of data integration is essential, to achieve a 360° view of the customer.
CONTENT AND NETWORK INTEGRATION:

Some retailers have proved them highly adept at engaging with their customers on
social media, and have established popular interactive platforms where the
customers can discuss fashion and post their own content.

For example, customers uploading photos of their latest outfits Social media also gives
the retailer alternative ways of engaging with the customer, developing conversations
on Face book and Twitter, and getting reactions to a broad range of consumer topics.
The critical success factor here is embedding rich content and social media into the
retail business process. Process integration involves both structured processes
(such as delivery or click-and-collect) and semi-structured processes (such as
complaints handling).

Electronic Data Interchange (EDI): EDI is the computer-to-computer
exchange of business documents in a standard electronic format between
business partners. While email is also an electronic approach, the documents

exchanged via email must still be handled by people rather than computers.
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By moving from a paper-based exchange of business document to one that is

electronic, businesses enjoy major benefits such as reduced cost, increased processing

speed, reduced errors and improved relationships with business partners.

Characteristics or features of EDI :

» Computer-to-computer— EDI replaces postal mail, fax and email. While
email is also an electronic approach, the documents exchanged via email
must still be handled by people rather than computers. Having people
involved slows down the processing of the documents and also introduces
errors. Instead, EDI documents can flow straight through to the appropriate
application on the receiver’s computer (e.g., the Order Management System)
and processing can begin immediately. A typical manual process looks like this,
with lots of paper and people involvement:

» Business documents — These are any of the documents that are typically
exchanged between businesses. The most common documents exchanged
via EDI are purchase orders, invoices and advance ship notices. But there
are many, many others such as bill of lading, customs documents,

inventory documents, shipping status documents and payment documents.
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» Standard format- Because EDI documents must be processed by

computers rather than humans, a standard format must be used so that
the computer will be able to read and understand the documents. A
standard format describes what each piece of information is and in what format
(e.g., integer, decimal, mmddyy). Without a standard format, each company
would send documents using its company-specific format and, much as
an English-speaking person probably doesn’t understand Japanese, the
receiver’s computer system doesn’t understand the company- specific format
of the sender’s format.
a. There are several EDI standards in use today, including ANSI, EDIFACT,
TRADACOMS and ebXML. And, for each standard there are many
different versions, e.g., ANSI 5010 or EDIFACT version D12, Release A.
When two businesses decide to exchange EDI documents, they must
agree on the specific EDI standard and version.
b. Businesses typically use an EDI translator — either as in-house software
or via an EDI
service provider — to translate the EDI format so the data can be used by
their internal applications and thus enable straight through processing

of documents.

» Business partners — The exchange of EDI documents is typically between

two different companies, referred to as business partners or trading
partners. For example, Company A may buy goods from Company B.
Company A sends orders to Company B. Company A and Company B are

business partners.

Benefits of EDI

Cost savings:

Expenses associated with paper, printing, reproduction, storage, filing,
postage and document retrieval are all reduced or eliminated when you
switch to EDI transactions, lowering your transaction costs by at least 35%

A major electronics manufacturer calculates the cost of processing an order

manually at $38 compared to just $1.35 for an order processed using EDI
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e Errors due to illegible faxes, lost orders or incorrectly taken phone orders

are eliminated, saving your staff valuable time from handling data disputes.
Speed and accuracy:

e EDI can speed up your business cycles by 61%. Exchange transactions in
minutes instead of the days or weeks of wait time from the postal service

e Improves data quality, delivering at least a 30—40% reduction in
transactions with errors—eliminating errors from illegible handwriting, lost
faxes/mail and keying and re-keying errors

e Using EDI can reduce the order-to-cash cycle time by more than 20%,
improving business partner transactions and relationships.

Efficiency:

» Automating paper-based tasks allows your staff to concentrate on higher-
value tasks and provides them with the tools to be more productive

» Quick processing of accurate business documents leads to less re-working
of orders, fewer stock outs and fewer cancelled orders

» Automating the exchange of data between applications across a supply
chain can ensure that business-critical data is sent on time and can be tracked
in real time. Sellers benefit from improved cash flow and reduced order-to-cash
cycles

» Shortening the order processing and delivery times means that
organizations can reduce their inventory levels.

Strategic:

e Enables real-time visibility into transaction status. This in turn enables
faster decision-making and improved responsiveness to changing customer
and market demands, and allows businesses to adopt a demand-driven
business model rather than a supply-driven one

e Shortens the lead times for product enhancements and new product

delivery
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e Streamlines your ability to enter new territories and markets. EDI provides

a common business language that facilitates business partner onboarding

anywhere in the world

¢ Promotes corporate social responsibility and sustainability by replacing
paper-based processes with electronic alternatives. This will both save you
money and reduce your CO2 emissions
EDI in Retail sector:
Retail sector has been at the forefront of EDI adoption for more than 30 years
and has replaced many paper-based processes with electronic documents;
there is still a great deal of potential for EDI to deliver even more value.

The retail sector has enjoyed the benefits of EDI for decades. Yet, many
companies still use some form of paper-based processes within their order, invoice
and dispatch advices. This shows that there is still a great deal of potential for EDI
to deliver more to the retail industry, a fact that has not escaped the attention of many
retail business managers who see EDI as pivotal to creating competitive value
for their organizations.

Pioneered by the likes of Walmart and Proctor & Gamble in the 1980s,
vendor managed inventory (VMI) has become a driving force for the industry to cut
costs while increasing customer service. It is the concept at the core of the grocery
industry’s “quick response” approach to product flow across the supply chain.

In VMI, the supplier makes the main inventory replenishment decisions for the
consuming organization. The result is that the supplier has much greater control
of inventory, leading to less waste or over-supply and the replenishment cycle
often moves from monthly to weekly or daily, increasing customer service. This, of
course, is especially important for promotions where increased demand puts more
strain on the supplier’s ability to restock.

Types of EDI:

Direct EDI — Enabling Businesses to Exchange EDI Documents via a Secure, Point-

to-Point Connection over the Internet.
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Direct EDI, which is sometimes called Point-to-Point EDI, has been used by
companies for years. It was viewed historically as an alternative to a VAN. It establishes
a single secure line between two business partners. In this approach, an
organization must communicate with each business partner individually, which can
mean managing hundreds or thousands of separate connections.

In the direct connection approach, you and your business partner connect
directly via the Internet using the same communication method or protocol. This
approach can become very complex and resource intensive if different business
partners are using different communication protocols, which is the norm in most
trading communities. Your system must be able to support all of these different,
required protocols.

This approach is most commonly used by large corporations that have business
partners with whom they exchange a high volume of EDI documents, frequently.

If you choose the direct connection model, you will need to purchase a
software package that enables you to use all the agreed upon protocols, such as
AS2, SFTP, FTPS. Then you will need to agree with each of your partners on (1)
which of these communication methods or protocols you will use and (2) the
specific protocol settings to be used when exchanging your files of EDI documents.
You should also consider a software solution that is future proofed to
accommodate future requirements.

The graphic below illustrates the direct connection scenario.

This model can be very complex because of the wide variety of
communication protocols that must be used and supported. Very few businesses
today connect directly to all of their business partners.

EDI Via VAN/EDI Network - Shielding You From EDI Complexities via a
Single Connection.

The vast majority of EDI still occurs via EDI Networks, which in the days
prior to the Internet were referred to as Value-Added Networks (VANs). The growth
of flexible, low-cost approaches, such as Web EDI or EDI via AS2, has begun to
change this situation but the EDI Network is still the preferred option due to the
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value- added services that these providers can deliver. Often companies look to
implement a hybrid strategy in which different types of EDI are implemented as
appropriate to the business, but the EDI Network remains the core to these
installations.

The EDI Network is simply a secure network where EDI documents can be
exchanged between business partners. An organization will be provided with a
mailbox. Documents are sent and received from there and the organization checks the
mailbox periodically to retrieve its documents. Most EDI Network

Services providers offer an alerting service that informs the sender when messages
have been sent successfully and also notifies the recipient that a new message is
waiting.

In addition to secure communications, EDI Networks deliver:

e Full mailbox service. Messages are automatically routed to the correct
mailbox. Business partners connect to the EDI Network to retrieve their
messages

e Inspection and authentication of all EDI messages. The EDI Network will
verify the identity of the business partner and validity of the message

e Full audit trail. All EDI messages are tracked and recorded

e Message notification. Business partners are notified when message enters
their mailbox

e Ancillary services. EDI Network Service providers offer an extensive range of
services including data backup and recovery, document mapping and
compliance

The enduring appeal of EDI Networks is based upon the value-added services that the
EDI Network Services provider delivers:

Community and business partner enablement

Back-office integration

Management information

YV V V VY

Fully managed services (EDI Outsourcing)
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AS2 - One of the Most Popular Methods for Transporting EDI Data Securely and
Reliably over the Internet in a Point-to-Point Manner.

AS2 is one of the most popular methods for transporting data, especially
EDI data, securely and reliably over the Internet. It essentially involves two
computers — a client and a server — connecting in a point-to-point manner via the web.
AS2 creates an “envelope” for the EDI data, allowing it to be sent securely — using
digital certificates and encryption — over the Internet.
Wal-Mart has become famous for EDI via AS2 and has helped drive its adoption within
the retail sector.

EDI via AS2 requires the receiving organization’s server to be always “listening
out” for messages addressed to it. Like a call to a phone with no answering
machine, the message will be missed if your server is not available to take the call.
So, many organizations decide to use an EDI network provider to provide AS2
connectivity and thus always be available to receive the EDI transmissions. Using
an EDI network provider for your AS2 needs provides the following benefits:

e You can comply with AS2 mandates without incurring the expense of the
AS2 software, hardware, firewalls and expertise you would otherwise need
in order to implement AS2 yourself

e The provider handles the exchange of AS2 set-up information

e The provider completes AS2 testing for you and your partners

e Documents are exchanged in real-time

e You benefit from the provider’s shared infrastructure, skills and security.

FTP over VPN, SFTP and FTPS - Popular Communication Options for

Exchanging EDI Documents Directly or via an EDI Services Provider.

FTP over VPN, SFTP and FTPS are also among the most commonly-used
communication protocols for the exchange of EDI documents via the Internet. Any
of these can be used to connect to business partners directly (Direct EDI) or to connect
to them via an EDI Network Services Provider.

FTP (File Transfer Protocol) with VPN (Virtual Private Network) — FTP was the

first robust, reliable file transfer protocol developed and is still used by many
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businesses today, particularly for file exchange within a company. However, FTP
by itself does not provide the security needed for document exchange with other
companies over the Internet. For this reason, businesses that use FTP use it in
conjunction with VPN software, which provides the security layer needed.

However, neither FTP by itself nor FTP with VPN provides non-repudiation (the
ability to confirm that a document was actually sent by the sender indicated)
within the file being exchanged. Nor does it provide for message management
features that provide confirmation to the sender that documents have been
successfully received and decrypted. Moreover, interoperability may be an issue
because there are many different ways of implementing VPN on your system, as
well as possible differences in versions of VPN. Although FTP with VPN does not
address these important B2B factors, you can use it to connect to an EDI Network
Services Provider who then provides the non-repudiation, message management
and interoperability required.

SFTP (Secure File Transfer Protocol) and FTPS (File Transfer Protocol Secure)

— Both SFTP and FTPS are secure Internet protocols. The major difference between
the two is in how each provides security and performs encryption. The security
layer used by SFTP was developed by the Internet Engineering Task Force.

Both protocols encrypt the data while in transit, keeping it safe while moving over
the Internet, and then decrypt it upon arrival at its destination. However, neither
provides non-repudiation or message management. As with FTP with VPN above,
interoperability is a major issue and again, you can use either one to connect to an
EDI Network Services Provider who then provides the non-repudiation, message
management and interoperability required.

Web EDI - Enabling Businesses To Exchange EDI Documents Using Simple
Web Forms.

Web EDI is simply conducting EDI through an Internet browser. It replicates paper-
based documents as a web form. The form will contain fields where users can enter
information. Once all the relevant information is added, it is automatically

converted into an EDI message and sent via secure Internet
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protocols such as File Transfer Protocol Secure (FTPS), Hyper Text Transport
Protocol Secure (HTTPS) or AS2.

The ease of rolling out a Web EDI solution facilitates the participation of all your
business partners. This can be especially beneficial when working with partners
in countries where IT and EDI skills are limited. Companies are not required to
install any EDI software or manage a complex EDI environment.

In its simplest form, Web EDI enables small- and medium-sized businesses
to create, receive, turn around and manage electronic documents using a browser.
Simple pre-populated forms enable businesses to communicate and comply with
their business partners’ requirements using built-in business rules. Business
partners anywhere in the world can connect without dedicating IT resources to
their EDI implementation.

Web EDI is traditionally based around the ‘hub and spoke’ model, in which the
major business partner acts as the hub and the smaller partners as the spokes. In
this model:

e The hub organization implements EDI and develops a web forms option for

use by its small- and medium-size business partners.

e These web forms may be hosted on the hub’s site or that of an EDI network
service provider.

e Business partners connect to the web forms via web browser to exchange
documents as forms that are converted to EDI documents behind the
scenes for subsequent processing by the hub.

Mobile EDI = An Emerging Area To Enable The Exchange Of EDI Documents
Via Mobile Devices.

There have been questions about whether a user would want to use a
mobile device for completing a purchase order or invoice while out of the office.
However, focusing on supply chain efficiencies, it is easier to see the benefits of a sales
person being able to see the status of a delivery to a supplier while on the road
or a business manager being able to review supplier performance while in a re-

negotiation meeting.
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The result is that these types of Mobile EDI applications are beginning to
appear. The Ilimitations of the mobile devices themselves have hampered
development. The quality and size of the screen for most devices has been
relatively poor. However, the advent of the iPad and other tablet computers is
altering what can be achieved with mobile computing devices.

It is not an overstatement to say that these devices are changing the way
users interact with their organizations and some companies are starting to launch
applications to help ‘mobilize’ their supply chains. It has now become accepted
that there are corporate ‘apps’ and it is only a matter of time before you can
download a supply chain or EDI-related app from a private or corporate app store.
Recently, the Retail sector has seen the adoption of Direct Exchange (DEX) to help
the flow of products and information through the supply chain. Using DEX,
delivery personnel can scan the barcode of an item into a mobile device to create
an electronic invoice. This data is transmitted to the receiver via an in-store
docking station. The receiver opens the invoice in the receiving system and scans
the delivered goods to verify quantities. After the data is reconciled, the digital
invoice is closed and a finalized copy is transmitted back to the supplier system via
his mobile device. One US retailer has been able to reduce the duration of each
store delivery by 15 to 45 minutes using DEX.

We will continue to add information about the developments in Mobile EDI
to this site as they happen.

EDI Outsource: Managed Services — For Businesses That Prefer to Outsource
Their EDI Program.

Managed Services is the outsourcing of your EDI program to a third-party
provider. Implementing and managing an EDI platform can be daunting for any
organization. It requires access to a broad range of skills and capital investment in
hardware and software. Many companies are now looking to integrate EDI with
their back-office systems — such as ERP — which results in a demand for internal
resources that few organizations can sustain.

Exploring a managed services approach to EDI becomes far more appealing. In

fact, EDI outsourcing is more appealing than outsourcing in other areas of IT
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where it has long been accepted. The key reason for outsourcing is the reduction of
cost of investing in your own infrastructure while ensuring that you have access to
the right level of skills to deliver your required service. This is also true for EDI
but, in this instance, there are other benefits:
¢ You always have access to the latest technology, as the service provider’s
business depends on ensuring it offers the most up-to-date facilities
e As you are connecting with external systems, the provider facilitates the
community enablement process as well as offering value-added services to
enable you to trade worldwide
e Increase business agility by giving you a means to quickly enter new
markets and territories
e Increase business productivity by delivering a new level of information
about your performance and that of your supply chain and your business
partners
EDI Software — For Companies that Prefer to Manage Their Own EDI Environment

Implementing EDI software behind a company firewall is sometimes the
preferred option. This approach assumes that a company has the correct internal
resources to be able to implement the software and maintain it on an ongoing
basis. Implementing electronic data interchange software will require resources
that can understand how to map between different document types, how to
onboard or connect to business partners and possibly provide integration to other
business applications such as accounting packages or ERP software.

Once the software has been installed, IT resources will be required to
maintain it on an ongoing basis. This will include upgrading the software environment
when required.

Many companies, especially smaller-sized businesses, may not have the
internal IT resources to manage their own EDI environment and for this reason
they will choose to use hosted- or Software-as-a-Service-based EDI offerings

instead.
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Electronic article surveillance: It is a technological method for preventing shoplifting
from retail stores, pilferage of books from libraries or removal of properties from
office buildings. Special tags are fixed to merchandise or books. These tags are
removed or deactivated by the clerks when the item is properly bought or checked
out. At the exits of the store, a detection system sounds an alarm or otherwise
alerts the staff when it senses active tags. Some stores also have detection
systems at the entrance to the latons that sound an alarm if someone tries to
take unpaid merchandise with them into the restroom. For high- value goods that
are to be manipulated by the patrons, wired alarm clips called spider wrap may
be used instead of tags.

Electronic Article Surveillance (EAS) system is an anti-theft technology that
is proven to protect merchandise against shoplifters. Small security tags, applied
to high - value merchandise, alert retailers when shoplifters try to take items
through electronic gate sensors at exit doors.

EAS systems provide a good deterrent against casual theft. The occasional
shoplifter, not being familiar with these systems and their mode of operation, will
either get caught by them or will refrain from stealing.

Features or Benefits of an EAS:

e Reduced labor, easy to apply

e Ideal for delicate fabrics, no damage to the garment

e Brand enhancement, open merchandising

e Covert in nature and incorporated into current labeling needs

e Speed of delivery to the shop floor

e Better customer experience — easier to try garments on & reduces lines at

checkout

Electronic Article Surveillance: EAS is a technological method for preventing
shoplifting. It usually involves three components: Electronic Antenna, Deactivator
or Detacher, Electronic Tag. Special tags and labels are fixed to merchandise or books.
These tags or labels are removed or "deactivated" by the clerks when the

item is properly bought or checked out. Labels are deactivated using a "Label
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Deactivator". While ringing up purchases a cashier should pass each product label
across the "Deactivation Pad". To remove a Hard Tag a cashier uses a "Detacher”
which releases the pin. After a label is deactivated or a tag is removed the
customer can then pass by the antenna without any alarm. At the exits of the
store, a detection system sounds an alarm or otherwise alerts the staff when it
senses active tags are passing by.

Types of EAS systems and how they work.

Types of electronic article surveillance systems:

1. Magnetic or magneto-harmonic

. Acousto-magnetic or magnetostrictive

. Radio Frequency

. Microwave

— A W DN

. Magnetic systems or 'Electromagnetic' (or EM) systems

The tags for these systems are made of a strip of amorphous metal. An
amorphous metal is a metallic material with a disordered atomic-scale structure.
In contrast to most metals, which are crystalline and therefore have a highly
ordered arrangement of atoms, amorphous alloys are non-crystalline (metglas)
which has a very low magnetic saturation value. Except for permanent tags, this
strip is also lined with a strip of ferromagnetic.

Ferromagnetism is the basic mechanism by which certain materials form
permanent magnets and/or exhibit strong interactions with magnets; it is
responsible for most phenomena of magnetism encountered in everyday life.
Detection of the tag is achieved with a transmitter and receiver.

The transmitter and receiver work together to sense harmonics and sum or
difference signals generated by the non-linear magnetic response of the material
under a mixture of low-frequency (in the 10 Hz to 1000 Hz range) magnetic fields.
When the ferromagnetic material is magnetized, it biases the amorphous metal
strip into saturation, where it no longer produces harmonics. Deactivation of these
tags is therefore done with magnetization. Activation requires demagnetization.

Due to the system being able to deactivate and re-activate this type of system is

extremely suitable for libraries.

Prepared by Dr.Sashikala .V & Dr.S.Jegadeeswari , Department of Commerce, KAHE 19/30




Impact of Information Technology in Retailing 201I7 — 2020 Batch

Due to the convenient dimensions of the tags, and their very low cost, this system
is popular in libraries.
2. Acousto-magnetic systems:

These tags are similar to magnetic tags in that they are made of two strips, a
strip of magnetostrictive.

Magnetostrictive is a property of ferromagnetic materials that causes them
to change their shape when subjected to a magnetic field. The effect was first identified
in 1842 by James Joule when observing a sample of nickel called ferromagnetic.

Ferromagnetism is the basic mechanism by which certain materials form
permanent magnets and/or exhibit strong interactions with magnets; it is
responsible for most phenomena of magnetism encountered in everyday life called
amorphous metal.

An amorphous metal is a metallic material with a disordered atomic-scale
structure. In contrast to most metals, which are crystalline and therefore have a highly
ordered arrangement of atoms, amorphous alloys are non-crystalline and a strip of a
magnetically semi-hard metallic strip, which is used as a biasing magnet (to increase
signal strength) and to allow deactivation. These strips are not bound together but free
to oscillate mechanically.

Amorphous metals are used in such systems due to their good magneto
elastic coupling, which implies that they can efficiently convert magnetic energy to
mechanical vibrations.

The detectors for such tags emit periodic tonal bursts at about 58 kHz, the
same as the resonance.

In physics, resonance is the tendency of a system to oscillate at larger amplitude
at some frequencies than at others. These are known as the system's resonant
frequencies. At these frequencies, even small periodic driving forces can produce large
amplitude vibrations, because the system frequency of the amorphous strips.
This causes the strip to vibrate longitudinally by magnetostriction, and will
continue to oscillate after the burst is over. The vibration causes a change in

magnetization in the amorphous strip, which induces
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an AC voltage in the receiver antenna. If this signal meets the required parameters
(correct frequency, repetition etc.) the alarm is activated.

When the semi-hard magnet is magnetized, the tag is activated. The magnetized
strip makes the amorphous strip respond much more strongly to the detectors,
because the DC magnetic field given off by the strip offsets the magnetic anisotropy.

Magnetic anisotropy is the direction dependence of a material's magnetic
properties. A magnetically isotropic material has no preferential direction for its
magnetic moment in zero field, while a magnetically anisotropic material will align
its moment to an easy axis.-Sources of magnetic within the amorphous metal. The tag
can also be deactivated by demagnetizing the strip, making the response small enough
to that it will not be detected by the detectors.

These tags are thicker than magnetic tags and are thus seldom used for
books. However they are relatively inexpensive and have better detection rates
(fewer false positives and false negatives) than magnetic tags.

3. Radio-frequency systems:

These tags are essentially an LC tank circuit.

An LC circuit is a resonant circuit or tuned circuit that consists of an inductor,
represented by the letter L, and a capacitor, represented by the letter C that has a
resonance

In physics, resonance is the tendency of a system to oscillate at larger amplitude
at some frequencies than at others. These are known as the system's resonant
frequencies . At these frequencies, even small periodic driving forces can produce large
amplitude vibrations, because the system peak anywhere from 1.75 MHz to

9.5 MHz. The most popular frequency is 8.2 MHz. Sensing is achieved by sweeping
around the resonant frequency and detecting the dip. Deactivation for 8.2 MHz

label tags is achieved by detuning the circuit by partially destroying the capacitor.

A capacitor or condenser is a passive electronic component consisting of a pair of
conductors separated by a dielectric. When a voltage potential difference exists

between the conductors, an electric field is present in the dielectric. This field
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stores energy and produces a mechanical force. This is done by submitting the tag
to a strong electromagnetic.

Electromagnetism is the physics of the electromagnetic field, a field that exerts a
force on particles with the property of electric charge and is reciprocally affected by
the presence and motion of such particles field at the resonant frequency which
will induce voltages exceeding the capacitor's breakdown voltage.

The breakdown voltage of an Insulator is the minimum voltage that causes a
portion of an insulator to become electrically conductive. The breakdown voltage of
a diode is the minimum reverse voltage to make the diode conduct in reverse
which is artificially reduced by puncturing the tags.

4. Microwave systems:

These permanent tags are made of a non-linear element called a Diode.In
electronics a diode is a two-terminal electronic component which conducts electric
current asymmetrically or unidirectional; that is, it conducts current more easily
in one direction than in the opposite direction. The term usually refers to a
semiconductor diode, the most common type today, coupled to one microwave and
one electrostatic antenna. At the exit, one antenna emits a low-frequency (about
100 kHz) field, and another one emits a microwave field. The tag acts as a mixer
reemitting a combination of signals from both fields. This modulated signal
triggers the alarm. These tags are permanent and somewhat costly. They are mostly
used in clothing stores.

Electronic Shelf Labels (ESL): An electronic shelf label(ESL) system is used by retailers
for displaying product pricing on shelves. Typically, electronic display modules are
attached to the front edge of retail shelving. These modules use electronic paper
(E-paper) or liquid-crystal display (LCD) to show the current product price to the
customer. E-paper is currently trending in the ESL market as it provides crisp
display and supports full graphic imaging. A communication network allows the
price display to be automatically updated whenever a product price is changed. This
communication network is the true differentiation and what really makes ESL a
viable solution. The wireless communication must support reasonable range, speed,

battery life, and reliability. The means of wireless
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communication can be based on radio, infrared or even visible light
communication. Currently, the ESL market leans heavily towards radio frequency
based ESL solutions.
Benefits of ESL:
1. Save time & money:

e Almost all costs associated with label price changes disappear.

e Updating prices digitally involves no in store labour - all prices can be

defined, deployed and confirmed at Head Office.
e With no need for printing, your paper, ink and hardware costs are also
removed from the equation.

2. Accurate & reliable:
Managing price changes electronically is not only an efficient method, it's a much
more reliable one as well. With human error removed from the equation, you'll
never lose revenue through inaccurate pricing again. The
solution uses two-way communication via radio frequency, to transmit pricing
and product information to the electronic shelf labels, and receive successful
confirmation of the update back in. Head office also
gains complete visibility of their store network, with reports detailing when prices were
updated, and which prices, if any, have been locally overridden.
3. Flexible & efficient:
The flexibility of electronic shelf labels mean that sales can be optimised, by taking
advantage of advanced pricing strategies, such as:

e Time of day and event based pricing

e Automated price change
Scenarios:

» Amend prices based on current stock levels

» Amend prices to match fluctuating market values
» Competitive response pricing
>

Adjustments for perishable stock
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» Ensure consistency between online and in store pricing

4. Shopper marketing:
Electronic shelf labels provide the bridge between online and offline for bricks and
mortar stores, helping retailers develop a true Omni-channel experience. Step 1 is
to align online and offline prices, so that what’s previously been managed as two
distinct channels can merge as one. For example customers can scan their
shopping list in store, and request a home delivery. Or they can shop online and
collect in store.
S. Operational excellence:
Electronic shelf labels have a range of added benefits for retailers outside of pricing
management and shopper marketing. These surround streamlining operational
tasks in store.
Management screens — the labels can be configured to show a range of additional
screens that display useful information for staff on the shop floor. This may
include inventory and stock data, delivery dates and POS promotional
requirements. These screens can be accessed on the fly by staff via the store PDA
or a small handheld gadget, or can be automatically switched over at store closing.
Flashing lights — some of the labels have a flashing light feature, which can help
staff on the shop floor locate the products that require a specific task, such as to
be restocked, or to have a % price shelf talker added etc.
Customer Database management System: (DBMS) is the ways in which
businesses keep track of their customer information and survey their customer
base in order to obtain feedback. CDM embraces a range of software or cloud
computing applications designed to give large organizations rapid and efficient
access to customer data.
customer database: Maintaining a customer database is an important way to
keep up-to-date on customer information and data. A database provides access to
clients, builds loyalty, and encourages repeat business.

The customers of a business are the most important asset a company can have.
Depending on the type of industry, a company may sell to the same customers

over and over. There are other types of businesses that sell to a
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customer once or infrequently and are constantly looking for new customers. For
instance, a surgeon may do a surgery on a person one time, and that patient may
never require another surgery. On the other hand, a dentist sees their patients
once or twice a year on an ongoing basis. The way they interact with their
customers will be different because of the need of their services.

As a result, the way a company uses customer information can be very
important. A customer database is the collection of information that is gathered
from each person. The database may include contact information, like the person's
name, address, phone number, and e-mail address. The database may also
include past purchases and future needs.

Customer data management, as a term, was coined in the 1990s, pre-dating
the alternative term Enterprise Feedback Management (EFM). CDM was
introduced as a software solution that would replace earlier disc-based or paper-
based surveys and spreadsheet data. Initially, CDM solutions were marketed to
businesses as software, specific to one company, and often to one department
within that company. This was superseded by application service providers (ASPs)
where software was hosted for end user organizations, thus avoiding the necessity
for IT professionals to deploy and support software. However, ASPs with their single-
tenancy architecture were, in turn, superseded by software as a service (SaaS),
engineered for multi-tenancy. By 2007 SaaS applications, giving businesses on-
demand access to their customer information, were rapidly gaining popularity
compared with ASPs. Cloud computing now includes SaaS and many prominent
CDM providers offer cloud-based applications to their clients.

In recent years, there has been a push away from the term EFM, with many
of those working in this area advocating the slightly updated use of CDM. The
return to the term CDM is largely based on the greater need for clarity around the
solutions offered by companies, and on the desire to retire terminology veering on
techno-jargon that customers may have a hard time understanding.

Uses for Customer data management:
e should provide a cost-effective, user-friendly solution for marketing,

research, sales, human resources and IT departments
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e enables companies to create and email online surveys, reports and
newsletters
e encompasses and simplifies customer relationship management (CRM) and
customer feedback management(CFM)
Benefits of a Customer Database with example of Dentist and patient:

Businesses may ask questions of their customers to provide better service.
For instance, the dentist may ask about services his patients may be interested in
such as teeth whitening or classes about oral health. By collecting information, the
customer database not only keeps vital information about the patient, the
database can help the dentist determine how to improve his business and better
meet the needs of his patients.

Having a database can help a business keep in contact with customers. This
helps build loyalty and repeat business. Consistent, repeat customers can be
identified and contacted with special offers that are targeted to active clients.
Conversely, the database can also help identify customers who have not
purchased from the company for an extended period of time or who only
purchased once. This helps single out groups of customers that can be marketed
to with specific offers to encourage them to come back.

In terms of the dentist, the database can help him create a list of patients
who came in for one cleaning and have never been back. With this information,
they can offer a special discounts or program that is designed specifically for
patients they want to get back into the office. The customer database provides
them with the information to market to these individuals.

Having a customer database provides access to contact information. This allows
appointments to be confirmed, customers to be tracked, and clients to be contacted.
Perhaps a phone call needs to be made or a letter mailed. The information to
reach a customer is kept in the customer database and can easily be accessed with

a few strokes on the computer keyboard.

Legal aspects in Retailing: Illegal use of brand name - A retailer must obtain

proper confirmation from the parent company for selling a specific brand name.
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Set of laws that dictate which activities society has deemed to be clearly wrong.

* Activities for which retailers & their employees will be punished through federal
or state legal system. ¢ In view of the competitive nature and dynamic
environment within which retail operates, it is important to monitor the legal
and ethical constraints affecting the sector.

* Ethical codes vary from country to country. In Middle Eastern Countries bribe is
an accepted practice, but is unethical and even illegal in US.

Legal & regulatory Issues in HRM :

1. Equal Employment Opportunity:

* Goal of Equal Employment Opportunity regulation is to protect employees from
unfair discrimination in the workplace.

* Companies can’t treat employees different on the basis of their race, color,
national origin, location e Illegal discrimination refers to actions of employees
that results in members of a protected class (members that share same
characteristics as defined by the law) being treated entirely different than
others.

2) Compensation:

* Laws relating to compensation define 40 hour work week, pay rate for working
overtime, minimum wage and pension plans, same pay to men & women for
same work.

* To avoid such discrimination various rules and regulations have been developed
to protect employees. Number or lawsuits were filed against Wal-Mart claiming
that they do the same job as hourly employees but are classified as managers so
that their employer can avoid paying them overtime wages

3) Employee safety & Health:

* Basic premise of these laws is that the employer is obligated to provide each
employee with an environment that is free from hazards that are likely to cause
death or serious injury.

4) Employee Privacy:

* Employees privacy protection is very limited.
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* Employer can monitor e-mail & telephone communication, search an employee’s

work space and handbag.

* Employer can’t discriminate among employees when undertaking these activities
unless they have strong suspicion that specific employee is acting
inappropriately

Social issues in Retailing:

Many social factors influence markets that retail businesses serve. Economic and

political changes, for instance, can overlap and fundamentally change how a

society thinks. While retail business owners can’t hope to predict every possible

change, paying attention to the major social factors that drive change can help prepare
them to adapt.

1. Technology:

Technological changes have an enormous impact on how retail businesses
operate, in good ways and in bad. Take the advent of smart phones, for example. Retail
stores now can use location-based advertising to reach nearby consumers with
targeted sales messages, but they also must deal with shoppers comparing prices
across the world to find the best deal. The effect technology has on a society can boost
a retail store’s performance while also undermining traditional ways of doing
business, forcing retailers to adapt or give way to more progressive competitors.
2. Social Responsibility:

Consumers increasingly consider the social impact of the money they spend.
Some will pay more to support retailers who assert sustainable practices, for instance,
by buying products made with recycled material. @ Others avoid companies
notorious for irresponsible or unethical practices, such as outsourcing manufacturing
to exploitative sweatshops in under-developed countries. More than ever, retail store
owners must consider the ethical and social ramifications of their actions, as well as
the actions of their suppliers. A manufacturer’s negative publicity, for example,
could hurt sales in every retail store it supplies.Organizations with integrated
social responsibility plans can often enjoy positive reputations, which can create

competitive advantages. Retailers and

Prepared by Dr.Sashikala .V & Dr.S.Jegadeeswari , Department of Commerce, KAHE 28/30




Impact of Information Technology in Retailing 201I7 — 2020 Batch

wholesalers pursuing social responsibility efforts can face several risks that can
threaten their operations, including: New product offerings.

Retailers and wholesalers pursuing social responsibility efforts can face several
risks that can threaten their operations, including:

1. New product offerings. Companies consistently seek new products to offer
customers, and social responsibility can often be connected to these business
decisions. For example, consumers increasingly value locally and regionally
produced products as well as organic and gluten-free foods, and expect to see such
products on store shelves. But retailers may be pressured to pull or recall a
product for any number of reasons, including if the product’s description is found
to be invalid, potentially exposing the organization to reputational damage, claims
of false advertising, and recall expenses.

2. Discontinued products. Companies may decide to discontinue certain products
that may be considered unhealthy. Consumers who wish to continue purchasing these
products may be alienated and take their business elsewhere.

3. Supply chain. Organizations that source local and regional products can often
better demonstrate corporate citizenship, community support, and benefit from
powerful promotional opportunities. But local producers may be unable to comply
with contractual requirements such as insurance, which is often required to
protect wholesalers or retailers.

4. Human resource practices. How an organization chooses to align employment
practices and comply with the requirements of the Affordable Care Act, and how
those actions are perceived by employees and the public, can affect its reputation.
Employees that do not qualify for benefits may seek medical care under a workers’
compensation claim.

5. Community relations. Retailers and wholesalers that seek to promote a welcoming
and safe environment for customers and employees can be challenged by store or
facility locations in remote and economically distressed locations. Additionally, in
municipalities where local regulations permit weapons to be carried, businesses
may need to strike a careful balance between the private rights of citizens and public

responsibility.
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Ethical Issues in Retailing:

Retailers have realized the advantages of reflecting an ethical sense in business

operations. The organizational environment plays a major role in the kind of

ethical sense the employees possess. Retailers are trying to ensure that their

employees behave ethically. Though there are many laws influencing the business

environment of the retailer, there are many more aspects that come under the purview

of ethics. These aspects concern the merchandise buying and selling practices in the

firm. Retailers also need to be socially responsible and environmentally concerned.

They often undertake activities that are beneficial to the society. Retailers are

also taking measures for waste reduction, trying to recycle the materials used

and are switching over to environment friendly packaging materials.

Consumers don't even hesitate to react to unethical business practices. This

report discuses about important ethical issues to retail such as Corporate social

responsibility, Product safety, Green issue, Product sourcing and how they

affect retail industry.

Ethical issues: This is a set of rules for human moral behavior.

Large retailers can impose their unfair terms on the suppliers, which is unethical

» Explicit code of ethics: Written policy that specifies what is ethical and unethical
behavior.

* Implicit: Unwritten but well understood set of rules/ standards of moral

responsibilities.
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S.No | Questions option1 | option 2 option 3 option 4 Answer
The typical method | self- limited- full-service | service- self-
of retail operation| service service retailing. merchandise | service
. used by | retailing. | retailing. r. retailing.

supermarkets  and

catalog showrooms

is called .

Marketers are | Deceptive |<Deceptive Deceptive | Deceptive Decepti
sometimes. accused | promation | packaging pricing cost ve

of deceptive structure pricing

practices “that lead
consumers to
believe they will
2 get more value than
they actually do.
includes  practices
such as falsely
advertising

"factory" or

"wholesale" prices

Prepared by Dr.Sashikala .V & Dr.S.Jegadeeswari, Department of Management, KAHE
Page 1



Unit-V: One Mark Questions | 2017-2020
or a large price
reduction
from a phony high
retail price
The study of human | Geotherm | Demography | Ethnograph | Hemos- Demogr
populations in|y. y popography. | aphy
terms  of  size,
density, location,
3 age, gender, race,
occupation, and
other statistics is
called
When  companies | Innovative | Consumer- Value Societal Societal
make marketing | marketing | oriented marketing - | marketing marketin
decisions by marketing g
considering
consumers'  wants
and the long-run
interests ' of the
4 company,
consumer,, and._the
general population,
they are practicing
which of the
following
principles?
The advantages of | Newspape | Television Direct Mail | Radio Direct
audience rs Mail
5 selectivity, no ad
competition and
personalization
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apply to which type
of media?
One of the most | Terra Ferma graphic | geothermy | Geodemo geodem
promising graphic segmentation | segmentati | graphic ographic
developments in | segmentati on segmentatio | segment
multivariable on n ation
segmentation is
called where a host
of demographic and
socioeconomic
factors are used

Regulations that | To pretect | To protect | To “protect | To protect | To
arise to ensure that| companies.| consumers the businesses | protect
firms take | from each| from < unfair | interests of | from unfair | the
responsibility  © for | ether business society consumer interests
the social costs of practices demands. of
their products or society
production
processes stem
from  which reason
for government
legislation of
business?
The first modern |'1940s 1950s 1960s and | mid-1980s | 1960s
environmental 1970s and
movement in the 1970s
United States began
in the:
Today, advertising | 15 23 29 33 23
captures about
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percent of total

promotion spending

10

All of the following
are thought to be
sources of new
product ideas

EXCEPT

Internal

sources.

customers

competitors

The
library.

local

The
local

library.

11

Costs that do not
vary with
production or sales

levels are called

Fixed
COsts

Variable
costs.

Standard
costs.

Independent
Costs.

Fixed
Costs

12

The last stage in the
selling process is
the

approach

handling
objections

closing

follow-up

follow-
up

13

Each salesperson Is
assigned to an
area in
the

exclusive
which to sell
company's full line
of " products or
services “ in, which
type of sales force

structure?

Territorial
sales force

Product sales
force.

Customer
sales force

Hybrid sales
force

Territori
al sales

force

14

that
marketing

The process
turns
strategies and plans
into marketing
actions in order to
accomplish

strategic marketing

Marketing
strategy

Marketing
control

Marketing
analysis

Marketing
implementat

ion

Marketi
ng
impleme

ntation
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objectives is called:

If Honda uses its | new brand | line extension | Multi brand brand
company name to| strategy strategy brand extension extensio
cover such different strategy strategy n
products as its strategy
automobiles, lawn
15
mowers, and
motorcycles, it is
practicing which of
the following

strategies?

Technological decline decline stage |.growth maturity decline
advances, shifts in| stage stage stage stage

consumer  tastes,
and increased
competition, all of
16 _
which reduce
demand © for a
product, are typical
of which stage “in

the PLC?

When a marketing | group bi-variant sample market sample
research population target
organization

chooses a segment
o of the population
that represents the
population as a

whole, they have
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chosen a

18

IS
screening new-
product ideas in
order to spot good
ideas and drop poor
ones as soon as

possible

Idea
generation

Concept
development
and testing

Idea
screening

Brainstormi
ng

Idea
screenin

g

19

A "three-day
cooling off period"
in which buyers can
cancel a contract
after re-thinking it
is to protect ‘the

consumer from:

creative
selling

high pressure
selling

detail
selling

hard
selling

core

high
pressure

selling

20

The
salesforce structure
the

type of

in which
salesforce sells
along product lines

is called a:

territorial
salesforce

product
salesforce.

customer
salesforce

retail
salesforce

product
salesforc

e.

21

The shrinking “of
distances due to
technological

advances such as
computer and fax
by
telephone, are one

connections

characteristic of

Rapid
globalizati

on

The changing
world

economy.

The call for
more
socially
responsible

marketing

The micro-
chip

revolution.

Rapid
globaliz

ation
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what new challenge

to marketing?

Joining with foreign | direct indirect licensing. | joint joint

companies to | exporting. | exporting venturing. venturin
22 produce or market g.

products and

services is called:

The major | simplicity | structure. organizatio | flexibility. flexibilit
23 advantage of survey n y.

research is its:

The holds that | product production production | marketing producti

consumers will | concept concept cost concept on

favor products that expansion concept

are available and concept

highly  affordable
24 (therefore, work on

improving

production and

distribution

efficiency).

All of the following, | the the likelihood | actual  or | the power of | the

factors can affect | presence.. | of potential buyers in | likelihoo

the attractiveness ofyj of  many| government substitute | the segment. | d of
25 a market segment|strong and| monitoring. products governm

EXCEPT aggressive ent

competitor monitori
S. ng.

A(n) is a | product sponsorship brand logo brand
26 name, term, sign, | feature

symbol, or design,
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or a combination of
these that identifies
the maker or seller
of a product or

service

27

If a government
uses barriers to
foreign products
such as  biases
against a foreign
company's bids, or
product  standards
that go against a
foreign  company’'s
product  features,
the government " is

using:

Protection
ism.

exchange
controls

exchange
facilitators

Non tariff
trade

barriers.

Non
tariff
trade

barriers.

28

f your. company
were to make light
bulbs to be used in
photocopiers, . you
would most likely
be selling to a

market

reseller

business

governmen
t

service

business

29

If an advertiser
wants  flexibility,
timeliness, good
local market
coverage, broad
acceptability, and

high  believability,

Newspape
rs

Television

Direct Mail

Radio

Newspa
pers
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the advertiser will
probably choose
which of the
following mass
media types?

The choice | Target Product Pricing Promotion Pricing
between high | market assortment decisions decisions decision
markups and high| decisions | and services S
volume is part of decisions

30 which of the
following  retailer
marketing
decisions?
has the | Direct Outdoor Online Radio Online
advantage of being,| Mail
high in selectivity;
31 low cost;
immediacy and
interactive
capabilities
IS a person's | Psychogra | Personality Demograph | Lifestyle Personal
distinguishing phics ics ity
psychological
characteristics that
32 lead to relatively
consistent and
lasting responses to
his or her own
environment

Prepared by Dr.Sashikala .V & Dr.S.Jegadeeswari, Department of Management, KAHE

Page 9



Unit-V: One Mark Questions | 2017-2020
One common | become a | become a | become a|become a|become
misuse of | vehicle for | vehicle for| means for | means for | a vehicle
marketing research | pitching discriminating | raising unfair for
findings in | the in the| prices. competition. | pitching
33 contemporary sponsor's | marketplace the
business is  the | products. sponsor’
tendency for S
marketing research products
to:
When  producers, | conventio | power-based . | horizontal | vertical vertical
wholesalers, and | nal marketing marketing | marketing marketin
34 retailers act as a| marketing | system system. system g system
unified system, they | system
comprise a:
The place in the,| environme | response. stimuli buying buying
business buying | nt. center center
behavior model
where Interpersonal
33 and individual
influences might
interact is ' called
the:
The type of trade- | discount allowance. premium. rebate. allowan
promotion discount ce.
in which
manufacturers
36 agree to reduce the
price to the retailer
in exchange for the
retailer's agreement
to  feature  the
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manufacturer's
products in some
way is called a(n):
The course of a| The sales | The dynamic | The The product | The
product's sales and | chart. growth curve | adoption life cycle. product
3 profits  over its cycle. life
lifetime is called: cycle.
If your company | reseller business governmen | service reseller
were to make a t
product such as a
suit of clothes and
38 sold that product to
a retailer, your
company would
have sold to .the
market.
All of the following | Territorial | Pychographic. | Product Customer Pychogr
are  methods by sales force | trait sales | sales force | sales force | aphic
which a' company| structure | force structure | structure structure trait
39 can divide up its sales
sales force
responsibilities structure
EXCEPT :
Given recent'| Hispanics | African Western Middle Hispanic
information  about| and Americans Europeans | Eastern s and
growth trends and| Asians Asians
growth potential of
40 ethnic  populations
within  the U.S.
market, which of
the following ethnic
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groups would be a

best bet to double

during the next half

century and become

one of the U.S.

market's most

viable segments?

A is the way | product product image | product product product

consumers perceive | idea concept feature image
“ an actual or

potential product

A company faces | deciding looking at. the | deciding deciding looking

several major | whether to | global which how to‘enter | at  the

decisions in | go marketing markets to | markets. global
42 international internation | environment | enter marketin

marketing. The first | al. g

of these decisions is environ

often: ment

Catalog ‘marketing | 25 50 75 100 50

is “big. business in

the United ' States.
43

The average

household receives

catalogs per year.

is the concept under | The Integrated Integrated | Integrated Integrate

which a company | promotion | international | marketing | demand d

carefully integrates | mix affairs communica | characteristi | marketin
44 and coordinates its tions cs g

many commun

communications ications

channels to deliver
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a clear, consistent,
and compelling
message about the
organization and its

products.

45

The that
services cannot be

fact

stored for later use
or sale is evidence
of their

Intangibili
ty.

Inseparability.

Variability.

Perishability

Perishab
ility.

46

is a strategy of
using a successful
brand

launch a new or

name to

modified productfin

a new category

Duo
branding

Line
extension

Brand
extension

Multi
branding

Brand
extensio

n

47

When a, company
reviews sales, costs,
and profit
projections. for a
new product to find
out whether these
factors satisfy the
company's
objectives, they are
in which of the
following new
process
development

stages?

Concept
developm
ent " and

testing.

Commercializ
ation.

Business
analysis

Marketing
strategy
developmen
t.

Business
analysis
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All of the following | the the LIFO | the the the
are commonly | affordable | method. percentage- | objective- LIFO
48 recognized method of-sales and-task method.
promotion  budget method. method
formats EXCEPT
If a consumer | rule. attitude. belief. cue. belief.
describes a car as
being the "most
9 economical car on
the market,” then
this descriptor is a:
A company is | micromar | niche mass segment niche
practicing if  it| keting marketing marketing. | marketing marketin
focuses on g
subsegments  with
>0 distinctive traits
that may seek a
special combination
of benefits.
The primary reason | they “can | they can | they  can | they can set | they can
that many | generate please top | gain  tax | lower prices | set
companies ‘work to| more management | advantages. | that result in| lower
become the “low- | advertisin greater sales | prices
cost producers" in| g and profits. | that
> their industry is result in
because greater
sales
and
profits.
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52

A price reduction to
buyers who buy in
large volumes is

called a(n):

quantity
discount

cash discount.

seasonal
discount.

trade
discount.

quantity
discount

53

Traditionally,
have
their

companies
defined

businesses in
product terms or in
technological terms.
mission
statements  should
be all of the
following EXCEPT

However,

market
oriented.

a statement of
religion

motivating.

based on
distinctive
competencie

S

a
statemen
t of

religion

54

_ is the step
in  the  selling
process = in  which
the salesperson
learns as much as
possible about a
prospective
customer before

making a sales call

Prospectin
g

Pre approach

Approach

Handling
objections

Pre
approac
h

55

Consumer
with

goods
unique
characteristics ~ or
brand

often

identification
requiring a
special purchase

effort are called:

custom
products.

specialty
products

convenienc

e products

shopping
products.

specialty
products
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A is a promotion | push pull strategy | blocking integrated push
strategy that calls| strateg strategy strategy strateg
for using the sales

56 force and trade
promotion to move
the product through
channels.
Successful  service | internal service-profit | interactive | service service-
companies focus | marketing | chains marketing | differentiati | profit
their attention on on chains
both their
customers and their
employees.  They

> understand , which
links service firm
profits with
employee and
customer
satisfaction
is “a »principle of | Innovative | Consumer- Value Sense-of- Innovati
enlightened marketing |[.oriented marketing | mission ve
marketing that marketing marketing marketin
requires that' a g

58
company seek real
product and
marketing
improvements.

is  the | Internet Web Computer | Electronic Electron

general term for a| commerce | commerce commerce | commerce ic

>9 buying and selling commer
process that is ce
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supported by
electronic means

60

Wal-Mart  owned
Sam's club is an
example of a retail

form called a(n):

factory
outlet.

super
specialty store

seconds
store.

warehouse
club

warehou
se club
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