Chapter 1- intro to the world of retailing

· walmart = world’s largest corporation
· Carrefour = world’s 2nd largest retailer 
· Lablaws  = world’s largest retailer 
· Retail sector is the largest employer nationally 
· Success in retailing is about understanding and engaging you customer
· Retailers use sophisticated tech and info systems to improve customer’s shopping experience, reduce costs, provide better value
· Retailers use the internet to build brand images, provide customer service, and mange their employees
· [bookmark: _GoBack]10 trends for retailers to consider as they plan their growth strategies and confront the current economic crisis are:
1. cut costs
2. think risk management
3. think customer experience
4. think human capital management
5. think smaller stores
6. think market segmentation
7. think global
8. rethink supply chains
9. you are a brand
10. think multichannel 
· failure in the retail market is trying to please everyone
· to compete with nonstore sellers many companies are offering their customers entertaining and educational experiences along with the sale of their merchandise
· retail managers must:
i. determine retail locations, what merchandise/services to offer
ii. negotiate with suppliers
iii. distribute merchandise to stores
iv. training and motivating sales associates
v. deciding how to price, promote and present merchandise 
retailing- the set of business activities that add value to the products and services sold to consumers for their personal or family use. *involves sales of goods/services in store/online 
retailer- a business that sells products or services, or both, to consumers for their personal and family use. **attempt to satisfy customer needs by having the right merchandise, at the right place, in the right quantities, at the right time 
distribution channel- a set of firms that facilitate the movement of products from the point of production to the point of sale to the ultimate customer
vertical integration- means that a firm performs more than one set of activities in the channel, such as investments by retailers in wholesaling/manufacturing 
backwards integration- when a retailer performs some distribution and manufacturing activities, such as operating warehouses or designing private label merchandise 
forward integration – when a manufacturer undertakes retailing activities, such as roots operating its own retail store

· functions performed by retailers to create value include:
1. providing an assortment of products/services – at one location you can find a vast variety of items
2. breaking bulk- retailers offer products in smaller quantities tailored to individual consumers and householder’s consumption patterns
3. holding inventory- by holding inventory they reduce a customer’s costs of storing products
4. providing service and services- 

corporate social responsibility- describes voluntary actions taken by a company to address the ethical, social, and environmental impacts of its business operations and the concerns of its stakeholders 

intratype competiton- competition between retailers of the same type 
variety- number of different merchandise categories within a store or department
scrambled merchandise- offering merchandise not typically associated with the store type, such as clothing in a drug store
intertype competition- competition between retailers that sell similar merchandise using differerent formats – such as discount and department stores
retail strategy- indicates how the fimr plans to focus its resources to accomplish its objectives
1. identifies the target market
2. nature of the merchandise and or services 
3. how the retailer will build a long term advantage over competitors 

customer relationship management- a business philosophy and a set of strategies, programs, and systems that focus on identifying and building loyalty with a firm’s most valued customers
ethics- principles governing the behavior of individuals and companies to establish appropriate behavior and indicate what is right and wrong 




Chapter 2 – Types of Retailers

· Charles Darwin – survival of the fittest – those businesses that are best able to adapt to change in customer demands, tech advances, and increased competition have the greatest chances of success
· The greater diversity of retail formats increases competition 
· Over the past 20 years many new retail formats have been developed
· Consumers can now purchase the same merchandise from a wide variety of retailers … many stores a diversifying which increases completion
· Number of different types of retailers have grown but the number of competitors within each format is decreasing 
· In the Canadian market small number of retailers dominate the whole market
· Trend of blurring retail channels 

Retail Mix
1. type of merchandise sold (variety and assortment 
2. level of customer service
3. value is a combination of price and quality
4. communicate the store’s position
5. place which include location, store layout, design

Price cost Tradeoff
Department store 
· higher prices due to higher costs associated with cost of stocking, discounting merchandise when errors made in forecasting customer tastes, personal sales service, expensive mall locations

Discount Store (Price Cost Tradeoff)
· appeal to customers looking for lower prices, less interested in services, satisfied with limited merchandise size/colors


Type of Merchandise 
North American industry classification system (NAICS) – collect data on business activity in each country (pg. 28)

Variety and Assortment
· even if retailers sell the same type of merchandise they might not compete directly, as they appeal to diff customer needs (sporting wear, formal wear, etc)
· variety (breadth of merchandise) -  number of merchandise categories a retailer offers e.g. product lines - shoes
· assortment (depth of merchandise) – number of different items in a merchandise category e.g. items in product line – types of shoes 
· wide and deep- many merchandise categories  and a large assortment in each e.g. the bay
· wide and shallow- many merchandise categories and a limited assortment in each e.g. walmart
· narrow and deep – limited number of merchandise in each category and a large assortment in each e.g. House of Knives
· narrow shallow- few merchandise categories and limited assortment in each 
· SKU (stock keeping unit) – each item of merchandise
 
Customer Service
· accept debit/credit, parking, open at good times, services at no charge

Cost of Offering Breadth and Depth of Merchandise and Services
· to make a decent profit retailers that offer a broader variety, deeper assortment and/or additional services need to charge higher prices 
· SKU kept in inventory  costs 
· Critical retail decision includes trade-off between the costs and benefits of maintaining additional inventory or providing additional services

GENERAL MERCHANDISE RETIALERS
Discount Store
· a retailer that offers a broad variety of merchandise, limited service and low prices
· offer both private and national brands and are typically less fashion oriented 
· aka mass merchandisers/full line discount stores

· intense competition from specialty stores 
· compete with more trendy stores in terms of clothing/furniture 
Specialty Stores
· concentrates on a limited number of complementary merchandise  categories and provides a high level of service in an area typically under 744 square meters

· vulnerable to shifts in customer tastes and preferences due to specific focus
Category specialist/Category Killer
· offering merchandise for outdoor recreational activities
· by offering a complete assortment in a category at low prices, they can “kill” a category of merchandise for other retailers
· many operate in a big box format 
· 1860-13 950 square feet
· home improvement center- specialist offering equipment and material used by do-it yourself and contractors to make home improvements

· competition between specialist therefore need to focus on price which reduces profits 
Department Store
· carry on a broad variety and deep assortment of stock, offer some customer services and are organized into separate departments for displaying merchandise 
· categorized into 3 tiers:
1. upscale high fashion – exclusive  designer/excellent customer service
2. upscale dept. stores- retailers sell more modestly priced merchandise with less customer service
3. more price conscious customers
· department store is usually a collection of specialty shops
· leased department- an area in retail that is leased or rented to an independent firm. The leader holder typically responsible for all retail mix decisions and pays the store a percentage of its sales as rent 

· market share has fallen due to competition from discount/specialty stores 
· difficult to get to bc located in malls
· try to maintain better in stock positions  quick response
Drug Stores
· specialty stores that concentrate on health and personal grooming merchandise 
· have growth due to aging population
Off Price Retailers
· offer an inconsistent assortment of brand name, fashion oriented soft goods at low prices
· sell brand name/designer labels at low prices due to unique buying practices (odd sizes, styles, last piece, etc)	
Close Out Retailers
· off price retailers that sell a broad but inconsistent assortment of merchandise usually obtained from a store closing/bankruptcy (XS Cargo, Liquidation World, etc)
Outlet Stores
· off – price retailers owned by manufacturers or retailers
·  stores owned by manufacturers are factory outlets
· opportunity to sell irregulars 
Value retailers
· general merchandise discount stores that are found in either lower-income urban, or middle income suburbs or in rural areas --- much smaller than the traditional discount store
· target low income consumers 
Popup stores
· temp stores
· draw word of mouth crowds and then vanish and resurface somewhere else


FOOD RETAILERS
· discount stores and warehouse clubs are changing consumers food purchasing patterns
· combination stores- include conventional supermarkets, big box food retailers, and convenience stores 
Conventional supermarket
· self service food store offering groceries, meat and produce with limited sales of non food items e.g. health and beauty aids/general merchandise

superstores- larger conventional supermarkets (1860-4650 sq m) with expanded service deli, bakery, seafood, and non food sections 

**conventional supermarkets are differentiating their offering by:
1. emphasizing fresh perishables
2. targeting health conscious/ ethnic ppl
3. better instore experience
4. more private label brands
power perimeter- area around outside walls e.g. diary, bakery, deli, coffee bar dept, 

fair trade-purchasing from factories that pay workers a living wage, well more than the minimum age and offer benefits

supercenters- (13950 – 20460 sq ft) wide variety of food and nonfood merchandise. Fastest growing retail category. Customers will typically drive further to visit these stores, high % of dry groceries 
 
hypermarkets- combination of good (60-70%) and general merchandise (30-40 %). Less stock than supercenters. Emphasis on perishables *meet, fish, bakery, produce

warehouse club- retailer that offers a limited assortment of food and general merchandise with litter services at a low price. Wide aisles for forklifts. Half food and half general merchandise

convenience store- provide a limited variety and assortment of merchandise at a convenient location (186-279 sq ft) with a speedy checkout

NONSTORE FORMATS
Electronic retailing/ e-tailing/ online retailing/ internet retailing- retail format in which the retailers communicate with customers and offer products and services for sale over the internet 
Catalogue retailing- retail offerings is communicated via a catalogue
Direct mail retailing- use letters and brochures to communicate with customers
General merchandise catalogues- broad variety of merchandise in catalogues that are periodically mailed to their customers 
Specialty catalogue- focus on specific categories of merchandise 
***issues:
· difficult to compete
· high printing costs
· hard to get attention
· a lot of time needed to design/develop

direct selling- retail format in which a sales person is frequently an independent business person
party plan system- sales people encourage cusomters to act as hosts and invite friends/coworkers to a “party” at which the merchandise is demonstrated
multi level network- people serve as master distributors, recruiting other people to become distributors in their network

television home shopping- customers watch a TV program demonstrating merchandise and then place order via the telephone
infomercials- TV programs 30 min long and mix entertainment with product demonstrations and then solicit orders placed by the telephone
direct response advertising- TV/radio that describe products that customers can order

Differences between service and merchandise retailers
1. intangibility
2. simultaneous production/consumption
3. perishability
4. inconsistency

multi channel retailer- store + internet
** reasons: reach new markets, grow reveneues/profits, overcomes limitations of traditional format, internet shopping lets them understand customer patterns, increase share of wallet 




Chapter 3 – Customer Buying Behaviour


buying process- the steps a customer goes through when buying a product or service **pg. 66
1. recognize an unsatisfied need
2. seek info on how to satisfy need
3. evaluate alternative retailers/channels 
4. chose a store or internet site to visit/catalogue to review
5. make a purchase or go to another retailer to collect more info
6. decide if product satisfies needs

Types of needs
Utilitarian needs- go shopping to accomplish a specific task
Hedonic needs- shopping for pleasure 
1. social experience – meet new people
2.  learning new trends- 
3.  satus/power
4. self-reward
5. adventure- enjoy finding bargains

conflicting needs- customers make tradeoffs between their conflicting needs
cross shopping- pattern of buying both premium and low-priced merchandise or patronizing both expensive, status oriented retailers and price oriented retailers 
simulating need- needs simulated by an event in someones life

Information Search
· depends on the value customers feel they can gain from searching versus the cost of searching
· factors influencing information search:
1. nature and use of product
2. characterisitcs of buyer
3. buying situation in which the item is purchased
internal sources of info- info in a customers memory- names, images associated with certain stores … past shopping experience 
external sources of info- info provided by ads and other ppl, acceptance of fashion 
**how to reduce info search: 
1. provide a wide variety of goods
2. availability of credit/delivery
3. everyday low pricing
4. comfortable environment 

evaluation of alternatives- the maltiattribute model 
· based on the notion that customers see a retailer, a product or service as a collection of attributes or charactertisitcs 
· designed to predict customer evaluation of product, service, or retailer based on :
1. performance on relevant attributes
2. importance of those attributes to the consumer 
consideration set- set of alternatives the customer evaluates when making a selection 
** four ways to increase chances of a customer choosing your stores:
1. increase beliefs about store’s performance
2. decrease performance beliefs for competing stores
3. increase customers importance weights
4. add a new benefit

satisfaction – post consumption evaluation of how well a store or product meets or exceeds customer expectations
post purchase evaluation- part of customers internal info and affects future store and product decisions 

SOCIAL FACTORS INFLUECNING BUYING
family decision making- when needs of each family member is taken into account
reference group- composed of two or more people whom a person uses as a basis of his or her beliefs, feelings, and behaviors. Most imp reference group is family. 
** these groups alter opinions by offering info, rewards for specific purchases, enhancing customers self image 
store advocates- customers who like a store so much that they actively share their positive experiences with family and friends 
culture- values shared by most members of a society
subcultures- distinctive groups of people within a culture 

MARKET SEGMENTATION
Retail market segment- group of customers whose needs are satisfied by the same retail mix because they have similar needs. (pg. 79 + 87chart)
Benefit segmentation- groups seeking similar benefits
Composite segmenation- plans use multiple variables to identify customers in the target segment 

CONSUMER BEHAVIOUR TOWARDS FASHION
Fashion- a type of product or a way of behaving that is temporarily adopted by a large number of consumer because the product or behavior is considered to be socially appropriate for the time and place 

· satisfies many emotional and practical needs 
· people develop own identity 
· use fashion to manage appearance, self image, feelings, enhance ego, and make an impression, communicate to others

What creates fashion
· economic factors – disposable income 
· sociological factors- reflects changes in our social environment, our feeling about class structure, roles of women and men and structure of family
· psychological factors- to overcome boredom

* fashion life cycle – pg. 89
how does fashion spread?
· Creation- developed by creative consumers, celebrities, retailers
· Adoption by fashion leaders 
· Trickle down theory- fashion leaders are cusumers with the highest social status. After they adopt a fashion it trickles down to everday consumers
· Knock offds- are copies sold at a lower price
· Mass market theory- fashion spreads across social classes 

Spread to large consumer groups
· compatibility- degree to which fashion is consistent with existing norms
· complexibilty- how easy it is to understand and understand new fashion
· trailability- costs and commitment required to initially adopt the fashion 
· observability- degree to which the new fashion is visible and easily communicated to others 
· saturation- when fashion achieves highest level of social acceptance, therefore hard to express individuality  









Chapter 7- International Retailing Strategy 


· US retailing banners control 38% sales in Canada
· Issues with Canadian retailers in the states:
1. Inability to secure good real-estate
2. Underfunded advertising budgets. US spend 6%, Canada 3%
3. Underestimating the competitiveness of US market
4. Failing to do research
5. Not devoting enough money and resources to the project

·  Canadian retailers should expand in us by:
1. acquiring Us retailers
2. developing a unique product that ppl want 

· international expansion regions- mexico, latin America, eurpoe, china, japan 
· challenging as they must deal with differences in government regulations, cultural traditions, different supply chain considerations and language 

- no area to grow in homeland due to:
saturates home marketplace with no room to grow
competitive market
aging pop that spends less and saves more
economic recession
high operating costs
restrictive policies on retail development
shareholder pressure 

- china has stronger retail potential than india – more disposable income as there is a child ban and less money spent on education

reasons to enter international market place
· limited competition 
· risking number of middle class consumers with improved standard of living
· younger pop with purchasing power
· trade agreements
· relaxed regulatory framework
· favorable operating costs, lower wages and taxes
· opportunity to diversify
· opportunity to try innovative concepts

· dubailand – worlds larges shopping- support tourism/hospitality, largest hotel there too

· due to tv north American fashion trends spreading around the world (Walmart, Home depot, Metro, etc) – pg. 189

Keys to success
1. globally sustainable competitive advantage
- expansion opportunity is consistent with the retailers core bases of competitive advantage 
2. adaptability
· recognize cultural differences and adapt their core strategy to the needs of local markets 
· store designs need to be adjusted 
3. global culture

4. deep pockets 

ENTRY STRATEGY
1. direct investment
retail firm investing in and owning a division or subsidiary that builds and operates stores in a foreign country

requires highest level of investment and expose the retial to the significant risks but it has the highest potential returns 
*complete control of operations. 
e.g McDonalds buns factory in UK

2. joint venture
when the retailer pools its resources with local retailer to form new company in which ownership, control, and profits are shared 

reduces entrants risks – share financial burned and local partner understands the market and has access to resources 

3. strategic alliance
collaborative relationship between independent firms 

direct investment but develop an alliance with a local firm to preform logistical and warehousing activities

4. franchising 
offers lowest risk and requires the least investment 
limited control over the retail operations in the foreign country, profit reduced and risk of creating a local domestic competitor increases e.g UK Mark and Spencer 

Costs associated with global sourcing decisions
· retailers use production facilities in developing economies to make private- label merchandise bc of low labour costs
· prices may increase due to foreign currency changes, tariffs, longer lead times, and increased transportation costs 

tariff- tax placed by a government upon imports
duty- same as tariff
global strategy- replicating a retailers standard retail format and centralizing management through the world in each new market
multinational strategy- a strategy that involves changing a retailers products and image to reflect the international marketplace, using decentralized format, learning about the country’s culture, and changing the retail concept to adapt to cultural difference and cater to local market demands 
tariff flows- balance between a substaintial number of cars and not so many that congestion impedes access to the store 
counterfeit merchandise- goods that are made and sold without permission of the owner of a trademark, a copyfight or a patented invention that is legally protected in the country where it is marketed 
bootleg- the sale of imitation goods where there is little or no attempt at hiding the fact that the product is counterfeit 
knockoff- a copy of the latest styles displayed at design fashion shows and and sold in exclusive specialty stores. Sold at a lower price 



Chapter 4 – Retail Market Strategy

target market- the market segment towards which the retailer plans to focus its resources and retail mix
retail format- describes the nature of the retailer’s operations 
sustainable competitive advantage- an advantage over competition that cannot be easily copied and can be maintained over a long period of time
retailing concept- management operation that focuses a retailer on determining the needs of its target market and satisfying those needs more effectively an efficiently than its competitors 

3. traditional markets sellers met  and made the transaction, now they occur face to face
retail market- group of consumers with similar needs (market segment) and a group of retailers using a similar retail format to satisfy those consumer needs
microenvironment- all the things that are within your control and can be changed; retail product, price, location, promotion,, visual image, mgmt decisions 
microenvironment- external environment that the retailer cannot control. E.g competition, tech, social trends, life sytle, consumer behaiour

SWOT – strength, weaknesses, oppertunites, threats
Customer loyalty- commited to shopping at a particular retailer.
**ways to build loyalty:
1. clear and precise positioning strategies
2. strong brands for the store or other store brands
3. emotional attachment
positioning- the design and implementation of a retail mix to create in the customer mind an image of the retailer relative to its competitor. Aka brand building
loyalty programs
data warehouse-  where information is stored

Location = critical factor, competitive advantage. 

Private label brands- products developed and marketed by a retailer and only available for sale by that retailer aka store brand

Vendor relations … by maintain strong relations , retailers gain:
4. sell merchandise in a specific region
5. obtain special terms of purchase that are not available to competitors who lack such relations
6. receive popular merchandise in short supply

FOUR GROWTH STRATEGIES (pg. 107) chart
1. market penetration opportunity
2. market expansion
3. retail format development opportunity
4. diversification opportunity 

related diversification opportunity- the present target market or retail format shares something in common with the new opportunity 
unrelated diversification- lacks any commonality between the present and the new business *very risky
7. vertical integration is diversification by retailers into wholesaling or manufacturing 

STRATEGIC RETAIL PLANNING PROCESS
8. set of steps a retailer goes through to develop a strategic retail plan 
1. define business mission statement- a broad descripton of the scope of activities a business plans to undertake 
Five questions:
what business are we in
business in the future
who are our customers
what are our capabilities
what do we want to accomplish 

2. conduct a situation audit SWOT stregths and weaknesses in comparison to competitors, oppertunites and threats in environment 
barriers to entry- conditions in a retail market that make it difficult for firms to enter the market. E.g. scale of economies, customer loyalty, availability of location 
bargaining power of vendors- a competitive factor that amesk a market unattractive when a few vendors control the merchandise sold in it. In these situations, vendors have an opportunity to dictate prices and other terms, reducing retailers profits

competitive rivalry- frequency and intensity of reactions to actions undertaken by competitors 
***conditions:
-large number of competitors that are all about the same size
slow growth
-high fixed cost
-lack of perceived differences between competing retailers 

3. identify strategic opportunities 
- identify ways to increase sales
· redefine mission
· market preparation, market expansion, retail format development or diversification
4. evalauate strategic opportunities
5. specific objective and allocate resources
6. devekip a retail mix to implement strategy
7. evaluate performance and make adjustments 




Chapter 5- Retail location strategy – trade area decisions and site assessment
North West Company
· Many retail locations above the tree line, inaccessible by road
· Located across the northern communities
· One of the only food and clothing sources in northern communities
· To give customers what they want they had to expand product lines to include groceries, food, etc.
· Lower prices, expanded products
*location = price consideration in customers store choice = most impt decision made
- with most good locations being taken and complexity of slow population growth + new shopping center construction are tough due to rent, renovating costs, upkeep etc
Retailers consider:
· Compatibility
· Availability
· Affordability
· Accessibility
· Visibility
Region- In a retail location analysis, refers to the part of the country, a particular city, or census metropolitan area (CMA)
Trade area- a geographic sector that contains potential customers for a particular retailer or shopping center
FACTORS AFFECTING THE DEMAND FOR A REGION OR TRADE AREA
· Best ones= generate highest demand or sales for a retailer
1. Economies of scale vs cannibalization 
- do not chose the one best location
- most chains want to work in an area with  a network of stores
-promotion + dist can occur at multiple locations
- chain stores only expand in areas where they have distributional capabilities

- company-owned stores = open as many stores until marginal revenues are achieved  by opening a new store are greater than marginal costs
e.g. Home Depot , best buy, future shop– rather  have two stores doing 75 million each than 100 mil each
- company thinks a store can do too much business and be over crowded, no items in stock and end up underperforming 

- franchisors- the owner of a franchise agreement
- franchisee- the owner of an individual store in a franchise agreement
- these stores are located in exclusive geographic territoires so that other stores under the  same franchise do not compete with them

2. Demographic and lifestyle characteristics
- where general population is growing is more affordable
-size and composition of households e.g. Laura + Laura petites located  in high income, dual career families
-lifestyle characteristics of the populations may be  relevant – the way people spend the money they make

3. business climate
- important to examine employment trends
-determine what areas are growing and why
- low long will growth continue
-growth should be diversified

4. competition
saturated trade area- offers customers a good selection of goods while allowing competing retailer to make good profits
- believe that locating in areas with weak competition allows them to become complacent
- by the time a competitor will enters, they will not gain a competitive advantage
e.g. burger king, mcdonalds

under stored trade area- an area that has too few stores selling a specific good or service to satisfy the needs of the population
 - e.g.Walmart

overstored trade areas- an area having so many stores selling a specific good or service that some stores will fail 
- e,g, family owned stores when walmart came

5. span of marginal control
- some retailers focus on certain geographic locations and trade areas
- maintain a royal customer base, excellent visibility, well known, all their strategies are focused on the target market, mgmt team has greater locus of control over local market


LOCATION AND RETAIL STRATEGY
1. shopping behavior of consumers in retailers target market 
- most critical factor affecting the location that customers choose to visit is the shopping situation in which they are involved
3 types
a) convenience shopping-
- concerned with minimizing effort to get product
- indifferent about brands
- don’t spend time evaluating brands and alternatives
- locate stores where it is easier to access or park
- usually in neighborhoods and freestanding plazas
- customer is not loyal to brand
-e.g. drugstore, fast food 

b) comparison shopping
- have a general idea about the good that they want but do not have strong preference for brand, model, etc
- cust not brand loyal
- seek info and are willing to consider effort to plan and make their decision 
- typically when buying furniture, appliances, apparel, consumer electronics, hand held tools, cameras
- stores usually locate next to each other (e.g. strip of furniture stores) so customers can do comparison shopping
- located in malls (do comparison shopping)
-category specialists allow customers to do comparison shopping at one location
e.g. Best Buy, Future Shop
- destination stores – a retail store in which the merchandise, selection, presentation, pricing, or other unique feature acts as a magnet for customers **places consumers go even if it is inconvenient (closed malls bc you can still do comparison shopping)
· locate in power locations to reduce costs and create awareness of location 

c) specialty shopping
- customer knows what they want, will not accept a substitute
· brand or retailer loyal
- willing to travel to a inconvenient location
e.g. unique gourmet restaurant, health food store, organic store 

2. density of target market
- good location = many people in target market drawn to it

3. uniqueness of offering
- location not as impt e.g. Bass Pro Shops – Outdoor World 

TYPES OF LOCATIONS 
1. Shopping Centres
· huge assortment for customers
- attract more customers than if the stores had separate locations
- not uncommon for a stores sales to increase after competitor enters mall
shopping centre- a group of retail and other commercial establishments that is planned, developed, owned and managed as a single property
strip centre- a shopping center that usually has parking right in front of the stores and does not have enclosed walkways linking the stores
mall- a shopping centre with a pedestrian focus where customers park in outlying areas and walk to the stores
- goal of a tenant mix is to attract customers and provide a one-stop shopping experience by providing retailers, services and entertainment
· anchors- major retailers located in a shopping center *most have 1-2 major ones
- traditional strip center- a shopping center that is designed to provide convenience shopping for the day to day needs of customers in their immediate neighborhoods. 
**typycailly anchored by a drugstore or super market. Larger ones by discount stores, off price stores, or category killer items – apparel, furniture, toys, shoes, etc

strip shopping center
- convienient location and easy parking, low rent for retailers
- disadvantage = no protection from weather 
- less assortment and entertainment options
- mix of mom and pop stores, national chains

power centres
- a shopping center that is dominated by several large anchors, including discount stores (Walmart), off the price stores (Winners), warehouse clubs (costsco), or category special stores such as home deport, staples, besty buy, toyrsus
- include several free standing achors, minimum number of small stores
- near an enclosed shopping center and become major competition for the mall

2. shoping malls
- food movies entertainment 
- tenant mix can be planned – shopping mall owners control who is there
- retailers and their customers do not have to worry about external conditions
- competition is intense
demalling- the activity of revitalizing a mall by demolishing a smalls small shops, scrapping its common space and food courts, enlarge the site once occupied  by dept stores and adding more entrance to the parking lot 

regional centres- shopping mall that provides general merchandise (large % is apparel) and services in full depth and variety
- attractions are anchors, dept/discount stores, 

superregional centres- shopping centre that is similar to a region centre but because of its larger size, it has more anchors and a deeper selection or merchandise *draws a larger pop base 
· west Edmonton mall + Vaughan mills – pg. 130

lifestyle centres
- shppping center with an outdoor traditional streetscape layout with sitdown restraunts and a conglomeration of specialty retailers (e.g. Pottery Barn, Eddie Bauer, Williams- Sonoma)
· attractive engergetic place to meet friends
- high income areas

fashion & specialty stores
- a shopping center that is composed mainly of upscale apparel shops, boutiques, giftshops, carrying selected fashions or unique merchandise of high quality and price
- rich décor _+ quality
- larger than lifestype centres
- high income levels, tourist areas, some business districts

outlet stores
- typically feature stores owned by retail chains or manufactures that sell excess and out of season merchandise at reduced prices 
· value center or value mega mart AKA
- customer demand is declining 
- new ones add in theathres + resaurants (composing 15-20%)
- located away for, regional shopping centres so that they don’t compete with department or specialty stores
- can be located in tourist areas e.g. Niagara falls

3. other location opportunities
merchandise kiosks- a small selling space offering a limited merchandise assortment
- 3.7-46.5 sq m 
- high rental costs due to central location
-mall owners generate income in vacant areas

OTHER RETAIL LOCATION OPPERTUNITES
1. MIXED USE DEVELOPMENTS (MXDS)
- development that combines several uses in one complex- for example, shopping centre, offce tower, hotel, residential complex, civic center, and convention centre **use space productivity
2. Airports
· high pedestrian traffic areas
- sales per sq m are usually 3-4 times higher than regular mall sores, rent is 20% higher
- costs are higher due to longer hours
3. resorts
near mountain/ beach
- prime location oppertuntiy for golf course, spa, and complementary retailers
- customers have lots of time on their hands
4. hospitals
5. Stores within a store
-cosmetics, fine jewellery, coffee 
CITY OR TOWN LOCATIONS

1. central business district
the traditional dwontonw business area in a city or town
due to this the business activity it draws many people to the area during business hours
high level of pedestrian traffic
high security required and usually no parking 

2. downtown locations
- the CBD located in the traditional shopping area of smaller towns or a secondary business district within a suburb or within a larger city
3. redevelopment efforts in city and town locations
- gone through process of gentrification the renewal and rebuilding of buildings, housing, and retailers in deteriorating areas coupled with the influx of more affluent people that often displaces earlier, usually poorer residents
- developers aren’t building many malls
- offer incredible expansion opportunities
- significant incentive to locate in urban areas
- many people moving to urban areas 

freestanding sites- a retail location that is not connected to other retailers, although many are located adjacent to malls 
- retailers with large space requirements 
- warehouses, hypermarkets
- greater visibility, lower rent, enough parking, no direct competition, convenient, fewer restrictions on hours, ease of expansions
- disadvantage = lack of synergy with other stores 
- perform better than stores in malls 

RETAIL SITE SELECTION
· often involves committing to a lease of 5 or more years, purchasing land and building a store or buying an existing building

factoring affecting the attractiveness of a site
3 factors
1. characteristics of the site
2. the characteristics of the trading area for a store at the site
3. estimated potential sales that can be generated by a store at the site

traffic flow and accessibility
- macro + micro analysis
MACRO:
· consider the primary trade area, 5-10 km around the site 
- road patterns: consideration used in measuring the accessibility of a retail location via major highways/roads
·  road conditions: age, number of lanes, number of stoplights, and general repair
·  natural barrier- river or mountain that affects accessibility
aftificial barrier- site evaluations for accessibility, barriers, such as rail roads, major highway, park

MICRO:
· visibility traffic flow, parking, congestion, ingress/egress 
visibility- the customers ability to see the store and enter the parking lot safely
congestion- amount of crowding
ingress/egress- ease of entereing and exiting the sites parking lot 

ESTIMATING DEMAND FOR A NEW LOCATION
Polygon- trade area whose boundaries conform to streets and other map features rather than being concentric cirlces
primary zone- the geographic area from which the store or shopping center derives 60-65 % of its customers 
secondary trade zone- the geographic area of secondary importance in terms of customer sales, gerenating about 2-% of a stores sales
Tertiary zone- the outermost ring of a trade area; includes customers who occasionally shop at the store of shopping cener 

factors defining trade area
- barriers
- type of store
- nature of merchandise sold
- stymbiotic store- a store that does not ceate its own traffic whose trade area is determined by by the dominant retailer in the shopping center aka PARASITE STORE 
- level of competition

sources of information 
- how many ppl are in the trade area and where they live- customer spotting 
        obtain info, lisence plate, 
geographic information system (GIS)- computerized system that enables analysts to visualize information about their customers’ demographics, buying behavior and other data in map format

- GIS to describe customers potential in attempt to access how much they will buy in the proposed trade area
· stats can 
- internet to access competition

METHODS OF ESTIMATING DEMAND
Analogue approach aka similar store approach
· find a location that reps another successful location 
· what to do:
1. complete a competitive analysis of potential sites
2. define current trade area based on density of stores, drive zones, major roads, barriers
3. determine trade area characteristics via research and psychographic profiles 
4. match characteristics of current to the best potential new location 

huff gravity model- a trade area analysis model used to determine the probability that a customer resiting in a particular store or shopping center 
reilly’s law of a retail gravitation- a model used in trade area analysis to define the relative ability of to cities to attract customers from the area between them 
regression analysis- a statistics approach based on the assumption that factors that affect the sales of existing stores ina chain will have the same impact on stores located at new sites

CHOOSING THE RIGHT METHOD

- analogue + gravitation = number of stores with obtainable data are small = less than 30
- regression = multiple variables expected to explain sales
- huff + reilly – considers attractiveness of competition and customers *used in conjunction with analogue or regression methods 



CHAPTER 6 – STORE DESIGN, LAYOUT AND VISUAL MERCHANDISE STRATEGY
· Canadian Tire “SMARTSTORE” – wider aisles, new signs, visibility improved 
OBJECTIVES OF A GOOD STORE DESIGN 
Objectives when redesigning:
1. implement the retailers stagey
2. influence customer buying behavior
- store layout / planning issues 
- made unplanned/impulse purchases
- satisfy shopping experience
3. control design + maintenance costs vs value
gondola = island type of self serve counter with tiers or shelves, pins or pegs 
planograms= store map – prescribe the location based on profitability and other factors

4. provide flexibility 
5. design tradeoffs
- choose what is most needed for your business 
6. meet legal requirements
decision should be consistent with image and strategy
- retail managers must define target customer and design a store that complements customer needs

STORE LAYOUT 
· increase store traffic, drive sales, and build store loyalty 
· consumers are predisposed to turn right, head moves in natural 45 degree turn 
· place fixutres are 45 degree agnel tot eh entrance of store to help customers move along a fixed path exposing them to maximum merchandise and stimulating impulse sales 
· visualize presentation 8m from entrance
· traffic patterns lead the customer from the entrance in and around merchandise 
· goal is to move customer from aisles to the walls
· naturally exit on left- placing cash desk there will naturally increase chances of impulse shopping
· yellow brick road- go through cheaper goods to lead up to the pricy ones TOYRUS

TYPES OF DESIGN
· grid layout- a store desing, typically used in grocery stores in which merchandise is displayed on long gondolas in aisles with a repetitive pattern
· good in stores where you want customers to move along entire store and easily locate products 
· less space wasted
· amount of merchandise on floor is increased due to multiple levels on shelves
· increases natural site lines which lead to focal points at the end of the aisle
· fixturing cost is low due to standardization
· not exposed to all of the merchandise but not an issue for grocery store 

· racetrack layout- a type of store layout that provides a major asile to facilitate customer traffic that has access to the store’s multiple entrances AKA loops
- aisle loops through entire store and provides access to various departments 

· free form layout- boutique layout – arranges fixtures and aisles asymmetrically
- successfully used in small specialty stores or whtin depts of large stores 
FEATURE AREAS 
· areas within a store designed to get the customers attention
1. end caps- displayed located at the end of an aisle. 
due to high visibility you should showcase promotional products here
2. promotional aisle or area- aisle or area used to display merchandise that is being promoted e.g. Canadian tire 
3. freestanding fixtures / mannequins – located on asiles are designed primarily to get customers attention
4. windows- clearly external to the store 
5. point of sales area (POP) places where customers can purchase their items 
6. walls
- holds more merchandise
- present co-ordinated faceouts
- can house a variety of fixturing – shelving/hanging
- focal point
- feature display to attract customers attention
- visibile from a distance
SPACE PLANNING 
· must answer 4 questions:
1. what items, brands, categories, and departments should be carried
2. how much of each item should be carried
3. how much space should the merchandise take
4. where should the merchandise be located to create max exposure
· 2 resource decisions:
1. space allocated to merchandise categories

four questions to ask when deciding how much shelf space to allocate to merchandise categories and brands:
a) productivity of the allocated space
b) ther merchandise’s inventory turnover 
c) impact on store sales
d) the display needs for the merchandise 
store planners estimate on the basis of five factors
a) how profitable is the merchandise
b) how will the planned inventory turnover and the resulting stock-to-sales ratio affect how many SKUs will normally be carried in stock?
c) how will the merchandise be displayed
d) will the location of certain merchandise draw the customer through the store, thus encouraging sales?
e) what items does the retailer wish emphasize 


*pg. 163 store layout map
2. location of departments
· spaces value decreases as it gets further away from the entrance 

- impulse products- are products that are purchased without prior plans, such as fragrane and cosmetics in dept stores and magazines in super markets **located near front of store 

- demand/destination areas- demand for products is created before customers get into their destination they do not need a prime location **usually located off beaten path and on upper floor in corners … e.g. baby furniture so that the customer is not distracted

- bulky items are located in less desirable locations as more space is needed e.g. furniture
envirosell – use trackers (people) who use a tracking sheet to note everything customers do 
- customers didn’t like when personal space was invaded (brush – butt effect)
- merchandise should be placed where they can access it 
- make information accessible ** pg. 165
-allow for some transition space …. Space between the entrance and product placed so you can view it from a distance and have pricavy when looking at it

planogram- a diagram created from photographs , computer output, or artists’ renderings that illustrate exactly where every SKU should be placed 
sales per square meter- a measure of space productivity used by most retailers since rent and land purchases are assessed on per square meter basis
sales per linear metre- a measure of space productivity used when most merchandise is displayed on multiple shelves of long gondolas such as grocery stores 

MERCHANDISE PRESENTATION TECHNIQUES
Consider four things:
· group like items together – consistent with store’s image
· consider nature of products – e.g. pants folded, skirts hung
· packaging e.g. hung or in a bin
· products profit potential 

idea oriented presentation- method of presenting merchandise based on a specific idea or image of the store  e.g. clothing to make an outfit, furniture that goes well together, etc
· style/item presentation- 
· color presentation
· price lining when retailers offer a limited number of predetermined price points within a classification 
· vertical merchandising- a method whereby merchandise is organized to follow the eye’s natural up-down movement *to follow eyes natural patter (left to right ) 
- many put national brands at yeeye level and store brands at a lower level bc customers scan downwards 
- show more merchandise per sq m 

e.g. Diesel store make it hard for consumers to shop so that they have to ask for help and found it to 
· tonnage merchandising- a display technique in which large quantities of merchandise are displayed together *say it will sell for itself
· frontal presentation- a method of displaying merchandise in which the retailer exposes as much of the product as possible to catch the customer’s eye 
· straight rack- consist of long pipe extended with supports going to the floor attached to a wall
· four way fixture- aka feature fixture 

atmospherics – the design of an environment via visual communications, lighting, colours, music, and and scent to stimulate customers perceptual and emotional responses and utilamtely to affect their purchase behavior 
poping the merchandise- focusing spotlight on special feature areas and items
website design pg. 176


CHAPTER 12 – VALUE PRICING 
value- relationship of what a customer gets (goods/services) to what he or she has to pay for it

value = perceived benefits
	          price
· can increase the value and get more sales by increasing the perceived benefits offered or reducing the price
wal-mart- everyday low pricing
costsco- close price competitor 
winners- off-price retailer
high end- harry rosen

cost cutting issues- 
- buying merchandise offshore to maintain higher profit due to higher Canadian dollar
- cutting packaging costs by including 3 languages to serve all NA markets
- retailer and suppliers partnering to maintain competitive prices
- using price optimization software tech or sell as much inventory as possible

APPROACHES FOR SETTING PRICES 
need to consider: 
- cost of merchandise
demand and price sensitivity
competition
legal considerations 
3 METHODS:
1. cost oriented method- a method for determining the retail price by adding a fixed percentage to the cost of the merchandise. Aka cost plus surplus
advantage: quick, easy to use, mechanical
 *stating point

markup- the increase in the retail price of an item after the initial markup percentage has been applied but before the item is placed on the selling floor

retail price = cost of merchandise + mark up


markup percentage (at retail) = retail selling price – merchandise cost
                                                                     retail selling price

markup %- markup as a % of retail price

RETAIL PRICE

Retail price =      cost of merchandise       
1- markup % (as a decimal)
markup percentage (at cost) = retail selling price – merchandise cost
                                                                 merchandise cost 


markup%= $markup / $retail
$retail=$cost/cost%
$cost=$retail/cost%

initial markup= expenses + profit + reductions + alterations – cash discounts
				net sales + reductions 

initial markup- difference between the merchandise cost (COGS) and the orginal retail price placed on goods 
maintained markup- the amount of markup the retailer wishes to maintain on a particular category of merchandise; netsales minus CGS
- more meaningful when comparing initial markup bc it is a more accurate reflection of actual movement of merchandise 
maintained markup$= net sales – cost of goods sold
matained markup % = maintained markup $ / net sales $

gross margin $= net sales – total cost of goods sold
gross margin%= gross margin $ / net sales 

reductions- markdowns, discounts to employees, and inventory shrinkage 
initial markup = maintained make up (as a % of sales) + reductions (as a % of net sales)/100 					+ reductions (as a % of net sales)

2. keystone method- retailers simply double the cost of the merchandise to obtain the original retail selling price

3. demand oriented method- a method of setting prices based on what the customers would expect or be willing to pay
Advantage: allows retailers to determine which price will give them the greatest profit
*fine tuning 

- should be used in conjunction with cost oriented 
- pricing experiment- retailer actually changes the price in a systematic manner to observe changes in purchases or purchase intentions




4. competition oriented method- a pricing method in which a retailer uses competitor’s prices, rather than demand or cost considerations as guides. 
*outside checklist on market place 

henry singer fashion group- ron white provides customers luxury goods without the labels and bling 

coupon- documents that entitle the holder to a reduced price or some number of cents off the actual price of a product/service
rebate- money returned to the buyer in the form of cash based on a portion of the purchase price
price bundling- the practice of offering two or more different products or services for sasle at one price


CHAPTER 13
Starbucks – most competitive advantage = relationship with people + culture of company
Process of managing store employees:
1. recruit and select employees
2. socialize and train new employees
3. motivate and manage employees t achieve store performance goals
4. evaluate employee performance and provide feedback
5. compensate and reward employees

achieve financial objectives by managing 5 critical assets:
1. employees
2. their locations
3. merchandise inventory
4. stores
5. customers

HRM sustainable competitive advantage for 3 reasons :
1. labor costs account for significant % of retailers total expenses therefore mgnt of employees produce a cost advantage
2. most experience that customers have with a retailer is determined by the activitity of employees who select merchandise, provide info and assistance and stock displays/shelves
3. exceptions service hard for competitors to duplicate

objective
· align the capabilities and behaviours of employees with the short term and long term gloals of the retail firm
· productivity measures: Average sale per transaction, sales per emploeee hour, sales per F.T employees, full time equivalents

*employee productivity = short term profits – employee satisfaction + commitment have a lot ot do with it …. Measured by employee turnover 
- Canadian tire thinks HR functions are too impt to be left just to HR depts… HR professinals, store maangers, and emplpyees work together 
- Costco / louise wendling – promote employee retention, turnover is low, 
responsibilities of store managers + downward performance spiral – pg. 362
responsibilities of HR
· labour laws
· reinforce policies + strategy
· - training
responsibilities of line managers
· bring policies to life

HR challenging due to:
· the need to use part time employees
· emphasis on expense control
· challenging demographics in workforce

tasks performed in a retail firm
· strategic management
· merchandise management
· store management
· administrative management (operations) 
pg. 364

organizational design considerations
· specialization
· responsibility and authority
· reporting relationships
· matching organizational structure to retail strategy 

retail and organization structures and design issues
· centralization vs decentralization
· coordinating store merchandise and store management 
1. Improving appreciation for store environment 
3. making store visits
3. Assigning employees to coordinating roles
4. Involving store mgmt. in buying deciions 

compensating and motivating retail employees
- extrinsic rewards
- intrinsic rewards
- incentives (commission, bonus, straight commission, drawing account, quota, quota-bonus plan)
- group inventive 
- org culture 

Chapter 8- Financial Strategy

Three types of objectives:
1. Financial objectives
- focus on profits
- should measure return on investment not profits
- ROA- net profit after taxes divided by total assets 

2. Societal objectives
 - making the world a better place to live (more employment oppertunties, managing diversity, helping minorities, etc)

3. Personal objectives

Ratio Analysis 
- three types of ratios 
    (1) percent (roa, net profit/expense)
    (2) multiplier (asset turnover, inventory turnover)
    (3) a number of days

- three types of ratio comparison 
   (1) cross-sectional ratio analysis – the analysis of a financial ratio of a company 
         with the same ratio of different companies in the same industry
    (2) time series analysis – a comparison of variable to itself over time
     (3) combination of the two 

Overview: Strategy Profit Model
Strategic profit model- a tool used for planning a retailers financial strategy based on both margin management (net profit margin), asset management (asset turnover), and financial leverage management (financial leverage management) using the SPPM, a retailer’s objective is to achieve target return on owner’s equity 


· the model breaks down ROA into two categories
1. net profit margin – the profit (after tax) a firm makes divided by its net sales
- profits generated from each dollar of sales 
2. asset turnover- net sales divided by total assets
- indicates productivity 
- how many sales dollars are generated by each dollar of assets

· walmart was the first to have a hub and spoke distribution center, where they open a dist center and open stores around it  (pg. 209)

The profit path
· information comes from the income statement – summarizes over a time period 
types of expenses
1. selling expenses = sales staff salaries + commissions+ benefits
2. general expenses= rent + utilities + misc. expenses
3. administrative expenses = salaries of all employees other than sales people + 	
operations of buying offices + other admin expenses

skeletal income statement – pg. 215

the turnover path 
· info generally comes from the balance sheet, summarizes position at a specific point in time 


Chapter 9 – Planning merchandise assortments

· planning merchandise assortment steps pg . 242
· assortment plan- average number of sizes and percentage of each style/color/fabric etc
· divisional manager – responsible for a number of buyers or category maangers 
· each buyer purchases a classification (substitutes for each other e.g different jackets)
· responsibility for buying divided between a buyer and category manager and merchandise planner
· merchandise category – girls apparel, mens apparel, etc

reasons for adopting category management:

1. responsible for the success/failure of a category
harder to determine the source of a problem without a category
2. easier to maximize profits, represent items from each brand, assortment is best represented, can determine what brands do better
3. get most profit from allocated space and best combination of sizes/vendors

category captain – KRAFT (grocery chains give the access to market and store information (Costs and sales of competitiors). In return KRAFT works with category manager/buyer to make decisions about placement on shelves, promotion,etc
PROBLEM: vendors take advantage of their position – competitors suffer, consider competition regulation, collude with retails to fix prices, block smaller shelves from getting shelf space

ADVANTAGES: makes category maangers job easier and promise of higher profits. 


SALES FORCASTING 

Category life cycle

1. Intro,- first to buy, don’t mind paying a lot, not conveniently available 
2.  Growth – mass market consumers who patronize discount stores and category specialists
3. Maturity- “ “
4. decline
· forecast: short term sales and other financial factors based on current business conditions

VARATIONS IN LIFECYCLE: fads, fashion, staple, seasonal (pg. 247)

Questions to distinguish fads:
1. is it compatable with a change in consumer lifestyle (e.g. jeans vs leather pants)
2. does the innovation provide real benefits (switch from pork to turkey – health benefits)
3. is the innovation compatabile with other changes in the market place (short skirts + pantyhose)
4. who adopted the trend? If not adoped by a lot harder for it to endure, if teens it will fade away quick though

developing sales forecasts
· staple merchandise sales are constant therefore derived from history of good

forecasting fashion merchandise cateogories

sources of information
1. previous sales data

2. personal awareness (published sources – GNP, interest rates, employment rates national vendor, local vendor= local data), stats can, private market firms

3. fashion/trend services

4. vendors and resident buying offices 

5. traditional market research’
want book, depth interview, focus group

6. customer information- though sales, ask customers questions, know what they want today, 

GEN Y – (SCAN) ship, converse, act, and notice (to help you know what they want)
	Shop- go to retail stores, websites, etc of competitors (secret shopper)
	Converse- with consumers, sales clerks, neighbours
	act- like your consumer 
	notice- 

LEVIS JEANS- forecast entire year and then account for seasonal changes 

FACTORS IMPACTING SALES FORECASTS,MERCHANDISE PLANS, BUDGETS(pg. 255)

Setting objectives for the merchandise plan (1)

Setting merchandise direction(Top mgmt. – broad view):
1. define target market
2. establish performance goals
3. decide ont eh basis of general trends in the market place, which merchandise classifications deserve more or less emphasis 

buyers + merchandise managers = micro view
1. study past foremance
2. look at trends in market
3. try to project the assortment for their merchandise categories for the coming season

merchandise plan = financial blueprint for each category 
· considers financial objectives + sales projections and merchandise flows
· how much money to spend in a category

THEN

ASSORTMENT PLANNING (2)

· what type of retail format to maintain 
· constrained by money to invest in inventory and space in store based on financial objectives
· variety

 breadth- colour, brands, sizes 

assortment, 

depth – amount of item (pg. 256)

Trade offs between variety, assortment, and product availability 
· depends on marketing strategy
· nature of retail offering
· target market
· competitive advantage

Determining variety (# categories) and assortments (how much within each category – size, colors, brands)
Considers:
1. profitability of the merchandise mix
2. the corporate philosophy towards the assortment 
3. physical characteristics of the store, layout of the internet site
4. balance between too much versus too little assortment
5. complementary merchandise 
6. GRMI – buyers are limited to amount of money they have to invest and space to display merchandise 

DETERMINING PRODUCT AVAILABILITY
1. cycle stock
2. base stock
3. backup stock
4. buffer stock
5. safety stock
6. lead time

EOQ (economic order quantity) – suitable for stable merchandise with consistent demand and rate of sales 
	EOQ = 2 * demand * ordering cost
		    Holding * unit

	Order frequency = demand
				EOQ

Order interval, number of lead time period in a year, amount used in lead time, reorder point (pg. 262)




Assortment plan = GROMI, inventory turnover, sales forecast, assortment planning process

		Which supplies the

Merchandise planner with a general outline of what should be carried in a particular merchandise category 



Chapter 10- Merchandise planning systems (how much to buy)

· two buying systems:
1. staple merchandise buying system for basics
2. a merchandise budget for fashion merchandise 

Staple merchandise buying systems
· used for merchandise flow that follows a predictable order-reciept-order cycle
· use past history to predict sales for future 
· used to buy most of the merchandise found in food and discount stores
(underware,socks,houseware = dept store)
· cycle stock
· base stock
· backup stock
· buffer stock
· safety stock

Factors that determine how much backup stock is needed:
1. product availability 
2. greater the fluctuation in demand the more backup needed
3. affected by the lead time from vendor
4. fluctuations in lead time affect amount of backup stock
5. vendors product availability / fill rate

Programs that show how much to order and when, 3 functions:
1. monitor and measure average current demand for items at SKU level 
2. forecast future SKU demand with allowances made for seasonal variations and changes in trend 
3. developing order decision rules for optimum restocking

Inventory management report 
· information about current sales, sales velocity, inventory availabiblty, amount on reorder, sales forecast, quantity to order for each sku
· basic stock list
· inventory turnover
· product avaialbilty 
· backup stock
· forecast
· order point
· order quantity 

Merchandise Budget Plan For Fashion Merchandise
Sakes for month, BOM, markdown, purchase, retail purchase (CALCULATION – pg. 273)

Sales to stock ratio = BOM / SALES (pg. 275)
GROMI , inventory turnover, sales to stock, – pg. 275
BOM inventory – pg. 276

Open to buy – pg. 277 (Calculations)


Analyzing Merchandise performance 
1. ABC analysis – method of ranking ordering merchandise to make inventory stocking decisions
- identifies performance of various skus, what should be in the plan and how much backup stock is needed 
· items to focus on :
1. items that account for 5% of items and rep 70% of sales
       never be out of stock, expensive to carry, high levels back up stock

2. Items that rep 10% of SKUs and an additional 20% of sales
     some of the other better selling colours, patterns shirts, runs out of some SKUs bc not a lot of backup as A 

3. Items account for 65% of SKU 10 % of sales
     only carry in odd sizes with special orders 

4. 20 % SKUs and no sales 
       clutters store, mark it down or give it away 

· contribution margin = net sales – cost of goods sold – other variable expenses 
other measures = sales dollars, sales in units, gross margin, GROMI 

2. Sell through analysis- compares actual and planned sales to determine whether early markdowns are required or whether more merchandise is needed to satisfy demand

3. Multiattribute model 
5 steps:
1. develop a list of issues to consider in the decision 
2. ranking for each issue
3. make judements abou teach
4. evaluate overall peroemance score of each vendor
5. determine a vendor’s overall rating 


THE FLOW OF INFORMATION 
RFID benefits- 
1. Reduces over ordering/order producing on the part of the supplier
3. reduced inventory in sotres
4. increased inventory turns
5. increased efficiency for employees in finding and handling inventory facilitating inventory replenishment 
6. reduced on date coded imtes
7. reduced shrinkage

Benefits of a QR system (quick response delivery system)
1. reduced lead time
2. increased product availability and lwoers inventory investment
3. reduces logistics expsnses

Costs of QR system 
· complicated due to frequent deliveries (logisitics)
· expsensive to transport small orders
· share data 
· commitment to become partners with vendors



CHAPTER 11 – BUYING DECISIONS 

Costs associated with global sourcing decisions:
· country of origin effects – western European fashion is pricer 
· foregin currency fluctuations
· tarrifs – WTO, NAFTA
· free trade zones 
· inventory carrying cost
cost of carrying inventory = avg inventory value * oppertuntiy cost of capital 
· transportation costs

managerial decisions associated with global sourcing 
· quality control
· building strategic partnerships

source close to home or “made in Canada” 
· some retailers are shifng to closer to central America and carabean countries bc:
1. reasons mentioned above
2. quick response delivery 
3. customers prefer products made in canda
4. easier to police potential violations of human rights / child labour


supporting services for the buying process
1. resident buying offices 
2. internet exchanges 
 retail exchanges (world wide retail exchange) WWRE, globalnetexchange (GNX) 

using internet exchanges to facilitate buying 
functions of exchanges:
1. directory
2. selection
3. pricing
4. collaboration
5. content

Types of exchanges:
1. consortium – transora, WWRE, GNX
Advantage:
· pool buying power to get better prices
- fixed cost for developing software 
Problems:
- coordinating is hard 
- conflicting agendas 
- a lot of comeption and less support from companies 


2. private exchange- 
3. independent exchange 


Negotiating with buyers:
Guidelines: 
1. consider history
2. assess things today
3. set goals
 additional markup oppertunties, terms of purchase, transportation, delivery and exclusivity, communication advertising allowances 
4. know vendors goal constraints
 a continuous relationship, testing new items, communication, showcase
5. plan to have at least as many negotiators as the vendor
6. choose a good place to negotiate
7. be aware of real deadline

establishing and maintaining strategic relationships with vendors
· four foundations of strategic successful relationship:
1. mutual trust
2. open communication
3. common goals
4. credible commitment 

building partnering relationship stages:
· awareness
· exploration
· expansion
· commitment 

Legal and ethical issues for buying merchandise 
· 315
· contract disputes
· chargeback
· commercial bribery
· slotting allowances
· buybacks
· conterfiet merchandise
· grey market
· diverted market
· exclusive territories
· exclusive dealing arrangement
· trying contracts
· refusal to deal 


Chapter 14 – building customer loyalty, CRM and service strategies


Overview of CRM process:
1. collecting consumer data
2. analyzing the customer data and identifying target customers
3. developing CRM programs
4. implementing CRM programs

Collecting customer data 
1. transactions
2. customer contacts- record of transactions
3. customer preferences
4. descriptive info
5. responses to marketing activities

Three approaches used by store based retailers:
1. asking customers for identifying information
2. offering frequent shopper cards
 frequent shopper, loyalty programs, credit card 
3. linking chequing account numbers and third party credit cards to customer names 

Privacy and CRM programs 
Privacy concerns 
 cookies
 protecting customer privacy / Candian marketing association guidelines
	1. Accountability
3. identifying purposes
4. consent
5. limiting collection
6. accuracy
7. safeguard
8. openness
9. individual access
10. challenging compliance

Analyzing customer data and identifying target customers
· data mining
· market basket analysis 
identifying market segments

identify best customers
· lifetime customer value 
A)  customer pyramid (80-20 rules – 80% of sales come from 20% of the customers)
1. Platinum segment- 25% of LTV, more loyal customers not concerned about price and place more value on customer services
2. Gold segment- next 25% of customers, more price sensitive, buy significant amount from retailer but not as loyal and patronize some of retailers competitors
a. iron segment- do not deserve special attention due to modest LTV
b. lead segment- cost the company money, demand a lot of attention but do not buy much 
B) decile analysis
C) RFM (recency, frequency, monetary analysis) 
- divides customers into 32 groups based on how many orders customer placed in last year, how much merchandise purchased, and last time customer placed an order 

Developing CRM programs
Used to:
· retain best customers
· converting good customer into high LTV customers
· getting rid of unprofitable customers

Customer retention
Four approaches:
1. frequent shopper programs (canadian tire money, optimum card) 

four factors limit effectiveness of frequent shopping programs:
a) expensive
b) difficult to make corrections in programs when problems arise
c) not clear that these programs increase customer spending behavior and loyalty towards the retailer
d) hard to get competivie advantage 

*reccomendations (pg. 408) – tiered, offer choices, reward all transactions, transparency/simplicity

2. special customer service
3. personalization (1-1) 
4. community 


converting customers into best customers 
customer alchemy – converting iron and gold customers into platinum customers 
1st tier- gather customer data
2nd tier- better cusomters
		cross selling/ add on selling

customer service strategies
1. customization approach
2. standardization approach
3. cost of customer service


GAPS MODEL (417)



Chapter  15 – appealing to the customer retail communication mix 

Common associations that retailers develop with their brand name:
1. merchandise category
2. price/quality
3. specific attribute or benefit
4. lifestyle or activity

retailers communicate to customers via 6 vehicles:
1. advertising
2. sales promotion
3. publicity
4. store atmosphere
5. visual merchandising
6. personal selling

steps in implementing an advertising communication strategy : (pg. 439)

communication objectives:
 points of conflict:
	long term vs short term
	product vs location
	geographic coverage
	breadth of merchandise offered

consumer rights
· the right to choice
· the right to be informed 
· right to safety
· right to be heard

methods for communicating with customers—
 paid impersonal communications
	advertising, sales promotions, contests, coupons, store atmosphere, website 
- paid personal communications 
	personal selling, e-mail, direct mail, m-commerce
 unpaid impersonal comminications
	word of mouth

suggestions for local advertising messages
1. have a dominant headline
2. use dominant element
3. stick to a smiple layout
4. provide a specific complete presentation
5. use easily recognizable distinct visuals
6. give the store’s name and address 

factors affecting selecting media
1. coverage
2. reach
3. cost
4. impact

Determining ad frequency 
1. frequency
2. timing

strengths and weaknesses 
· control
· flexibility
· credibility
· cost 

setting commination cost budget
1. marginal analysis
2. objective and task
3. rule of thumb
4. affordable budgeting method
5. percentage of sales method
6. competitive parity method

planning, implementing and evaluating communication programs
1. advertising campaigns
2. sales promotion opportunity
3. special promotion using CRM/campaign management tool 

Chapter 1 intro to the world of retailing
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