
         DNYANSAGAR ARTS AND COMMERCE COLLEGE, BALEWADI, PUNE – 45 

 

          SUBJECT: Retail Management               CLASS: SYBBA III SEM (2019 PATTERN) 

 

 

Prof. Maya Jadhav                                                                                                          ww.dacc.edu.in  
 

 

Unit I 

INTRODUCTION TO RETAILING 

Retailing Concepts- Introduction 

 

Retailing is a convenient, convincing and comfortable method of selling goods and services. 

Retailing, though as old as business, trade and commerce has now taken new forms and shapes. 

This is because of new management techniques, marketing techniques and also due to ever 

changing and dynamic consumer psychology. 

Meaning of Retailing: 

Retailing is one area of the broader term, e-commerce. Retailing is buying and selling both goods 

and consumer services. With more number of educated and literate consumers entering the 

economy and market, the need for reading the pulse of the consumers has become very essential. 

Retail marketing is undergoing radical restructuring. This is because of increase in gross 

domestic product, increase in per capita income, increase in purchasing power and also the ever 

changing tastes and preferences of the people. The entry of plastic money, ATMs, credit cards 

and debit cards and all other consumer finances, the taste for the branded goods also added for 

the evolution of retail marketing. 

Retail marketing is not just buying and selling but also rendering all other personalized consumer 

services. With the RM picking up it has given a new look for various fast moving capital goods 

(FMCG) goods. This not only increased the demand for various goods in the market but also 

made retail marketing the second largest employment area, the first being agriculture. 

Definition and Scope of Retailing: 

Retail Industry, one of the fastest changing and vibrant industries in the world, has contributed 

to the economic growth of many countries. The term 'retail' is derived from the French word 

retailer which means 'to cut a piece off or to break bulk'. In simple terms, it implies a first-hand 

transaction with the customer. 

Retailing can be defined as the buying and selling of goods and services. It can also be defined 

as the timely delivery of goods and services demanded by consumers at prices that are 

competitive and affordable. 

Retailing involves a direct interface with the customer and the coordination of business activities 
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from end to end- right from the concept or design stage of a product or offering, to its delivery 

and post-delivery service to the customer. The industry has contributed to the economic growth 

of many countries and is undoubtedly one of the fastest changing and dynamic industries in the 

world today. 

Types of Retail Operations: 

Retail operations enable a store to function smoothly without any hindrances. The significant 

types of retail operations consist of: 

Department store 

Specialty store 

Discount/Mass Merchandisers 

Warehouse/Wholesale clubs 

Factory outlet 

Retail Management System targets small and midsize retailers seeking to automate their stores. 

The package runs on personal computers to manage a range of store operations and customer 

marketing tasks, including point of sale; operations; inventory control and tracking; pricing; sales 

and promotions; customer management and marketing; employee management; customized 

reports; and information security. 

 

 

The Emerging Sectors in Retailing: 

 

Retailing, one of the largest sectors in the global economy, is going through a transition phase 

not only in India but the world over. For a long time, the corner grocery store was the only  

choice available to the consumer, especially in the urban areas. This is slowly giving way to 

international formats of retailing. The traditional food and grocery segment has seen the 

emergence of supermarkets/grocery chains (Food World, Nilgiris, Apna Bazaar), convenience 

stores and fast-food chains. 

It is the non-food segment, however that foray has been made into a variety of new sectors. 

These include lifestyle/fashion segments (Shoppers' Stop, Globus, LifeStyle, Westside), 

apparel/accessories (Pantaloon, Levis, Reebok), books/music/gifts (Archies, MusicWorld, 

Crosswords, Landmark), appliances and consumer durables (Viveks, Jainsons, Vasant & Co.), 

drugs and pharmacy (Health and Glow, Apollo). 

The emergence of new sectors has been accompanied by changes in existing formats as well as 
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the beginning of new formats: 

Hypermarts 

 

Large supermarkets, typically 3,500-5,000 sq. ft. 

Mini supermarkets, typically 1,000-2,000 sq. ft. 

Convenience stores, typically 750-1,000sq. ft. 

Discount/shopping list grocer 

The traditional grocers, by introducing self-service formats as well as value-added services such 

as credit and home delivery, have tried to redefine themselves. However, the boom in retailing 

has been confined primarily to the urban markets in the country. Even there, large chunks are yet 

to feel the impact of organised retailing. There are two primary reasons for this. First, the modern 

retailer is yet to feel the saturation' effect in the urban market and has, therefore, probably not 

looked at the other markets as seriously. Second, the modern retailing trend, despite its cost- 

effectiveness, has come to be identified with lifestyles. 

In order to appeal to all classes of the society, retail stores would have to identify with different 

lifestyles. In a sense, this trend is already visible with the emergence of stores with an essentially 

`value for money' image. The attractiveness of the other stores actually appeals to the existing 

affluent class as well as those who aspire for to be part of this class. Hence, one can assume that 

the retailing revolution is emerging along the lines of the economic evolution of society 

Theories of structural changes of retailing: 

 

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

thinking. Starting as primary or traditional retailing with melas, fairs, jataras, weekly bazaars, 

rural fairs to mom and pop shop kirana stores the journey further reached to public distribution 

systems ( PDS) Khadi outlets, co- operative stores and finally reached the level of shopping 

malls , bazaars, super bazaars and special bazaars. 

Traditional- melas, Fairs, weekly Bazaars, Rural fairs. 

Indegenous- mom and pop, kirana stores Neighbor stores. 

Contemporary- PDS, Khadi outlets, co-operative stores 

Modern Retailing- shopping malls, Bazaars, Super Bazaars, Special bazaars. 

 

Retail store operations: 
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When retail-marketing space is a best shopping zone for the consumers, it is quite challenging to 

the businessman. It has to ensure not only product availability but also make the shopping more 

creative and pleasurable. RM has to take care of various areas like, 

Store administration and management 

Inventory and stock management 

Managing of receipts 

Theft management 

Customer service 

Sales promotion 

Employee morale 

RM is once again a wonderful economic activity that creates a win win situation. It brings not 

only the success of the businessman but also the success of both consumer and the employees. 

This is possible only if there is product and price satisfaction. 

1. Store administration and management- this involves cleanliness, discipline, proper 

documentation, no objection certification for various products and skilful management of 

products and personnel. 

Inventory management- it becomes the duty of the retail manager to check day to day and time 

to time the stock so as to ensure the product is made available at the counters. Not only the 

expected product availability has to be maintained but also the quality and shelf life has to be 

guaranteed. Inventory has to be evaluated correctly and receipts have to be properly maintained. 

With retail marketing shopping has taken a trendy and pleasurable affair. With all these changes 

customer service has become the most important service to be rendered in the marketing field. 

The customer has to be given maximum possible choice with a blend of perfect sales promotion 

from the side of the retailer. So the overall picture of retail stores promotion has become a 

exclusive area of management. 

Characteristics and trends in retailing 

Interaction with the end consumers 

It enhances the volume of sales but the monetary value is less 

Customer service plays a vital role 
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There is a tendency for automatic sales promotion 

With more outlets retail marketing creates visibility 

Location and layout plays a vital role. 

Creates employment opportunities to all age groups, gender , irrespective of qualification and 

religion. 

Generates job opportunities in flexi timings. 

 

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

 

 

History of Retail Management: 

Retail marketing started from Mediterranean regions and spread to Egypt and Babylonia. For 

over 2000 years Retail marketing flourished in Rome. After the destruction of Roman Empire 

retailing spread across the globe and Romans are the first ones to conduct sophisticated retailing. 

As sophistication and human relations go hand in hand Retail marketing has got lot to do with  

the psychology of human behaviour. So retail marketing can be conveniently called has 

psychology of marketing. 

Trends in retailing: Retail Marketing is largely based on three Vs- Value, Volume and Variety. 

Though the Retail marketing had the quantitative development across the globe, the quality is no 

doubt being compromised with the Globalization.International quality products are competing 

with indiginised products. This variation in size, quality and competition has made Indian market 

face ridiculous growth. As the competition is between international and indiginised products, its 

taking a great toll on both the sectors. 

With the big giants entering the market, there is a grave competition in the Indian Economy. 

After 1995 the great companies like Food world, Reliance, Planet M, Music World and many 

others also entered the retail market. The visibility and the craze to remain in the forefront of 

business has made many of the giant companies to move from manufacturing to front line 

retailing. With this Retailing has become prominent giving world class shopping experience to 

the customers under one roof. 

Indian retailing, thus enjoys many unique features, is still done in a primitive way. Barring a 

few exceptions, Indian retailers, particularly FMCG retailers, are not in a position to implement 

world-class practices of supply chain management. The concepts of Quick Response or Efficient 

Consumer Response are unheard of in Indian retailing. The two bases of modern retailing 

management, the Electronic Data Interface and a mutually respectable partnership among 
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retailers and suppliers (the manufacturers) are missing to a great extent in Indian context. Also, 

Indian marketing channel members are performing some unnecessary tasks, which makes the 

channel structure heavy and inefficient. Though these inefficiencies are observed in all retailing 

irrespective of industry, the symptoms are more evident in Indian FMCG retailing. Inefficiency 

in retailing leads to lower profitability of the retailers and lower service outputs for the 

consumers. 

Ways and means to strengthen the position of the retailing industry, doing away with the causes 

for the inefficiencies, therefore, are to be taken up in an urgent manner. Such measures may 

include establishment of retailers co-operatives, merger and buy-out, use of technology to the 

greatest possible extent, setting up of nonstore retailing centers and increase in franchisee 

network. 

 

 

Definition, Types, and Examples of Retailing 

 

Retail is the sale of goods to end users, not for resale, but for use and consumption by the 

purchaser. 

Retail involves the sale of merchandise from a single point of purchase directly to a customer 

who intends to use that product. The single point of purchase could be a brick-and-mortar retail 

store, an Internet shopping website, a catalog, or even a mobile phone. 

 

The retail transaction is at the end of the chain. 

 

Manufacturers sell large quantities of products to retailers, and retailers attempt to sell those 
same quantities of products to consumers. 

 

Why Is Retailing Is Important? 

 

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

is important because it allows manufacturers to focus on producing goods without having to be 

distracted by the enormous amount of effort that it takes to interact with the end-user customers 

who want to purchase those goods. 

 

Retailers should make the purchase of goods easy for the consumer. That's why retail stores have 

salespeople, why Internet shopping websites have customer service instant chat popups, and why 

catalogs have descriptions, photos, and toll-free phone numbers. 

 

Retailing is about displaying products, describing the features and benefits of products, stocking 

products, processing payments and doing whatever it takes to get the right products at the right 

price to the right customers at the right time. 

 

Some retailers offer additional services to the retail transaction like personal shopping 

https://www.thebalance.com/what-is-a-markdown-in-retail-2890198
https://www.thebalance.com/definition-of-supply-chain-management-2892749
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consultations, and gift wrapping to add something extra to the retail customer experience and 

exceed the retail customer experience. 

 

What's the Difference between Retail and Wholesale? 

 

Wholesalers sell in large bulk quantities, without worrying about many of the aspects of retailing 

that consumers expect like visual merchandising. 

 

Wholesalers do not want to deal with a large number of end-user customers. Rather, their goal is 

to sell large quantities to a small number of retailing companies. 

 

It is rare for a wholesaler to sell goods directly to consumers. The exception to that would be 

membership warehouse clubs like Costco, Sam's and Bj's Wholesale. These members-only retail 

stores are a hybrid of wholesaling and retailing in that they sell directly to consumers, but they 

sell in large quantities, which often allows them to sell at prices that are lower than other retailers 

that sell in small quantities from impeccably merchandised stores in high-rent shopping districts. 

 

The big difference between wholesale and retail is in the price. The retail price is always more 

than the wholesale price. The reason for this is because the added cost of selling merchandise to 

end-user customers - labor, rent, advertising, etc. - is factored into the pricing of the 

merchandise. The wholesaler doesn’t have to deal with such expenses, which allows him to sell 

goods at a lower cost. 

How Does The Retail Supply Chain Work? 

 

The retail supply chain consists of manufacturers, wholesalers, retailers and the consumer (end 

user). The wholesaler is directly connected to the manufacturer, while the retailer is connected to 

the wholesaler, and not to the manufacturer. 

 

Here are the roles of the key players in a typical retail supply chain: 

 

Manufacturers – Produce the goods, using machines, raw materials, and labor 

 

Wholesalers – Purchase finished goods from the manufacturers and sell those goods to retailers 
in large bulk quantities 

 

Retailers – Sell the goods in small quantities to the end-user at a higher price, theoretically at the 

MSRP (Manufacturers Suggested Retail Price). 

 

Consumer – End user who buys the goods (or “shops”) from the retailer for personal use. 

 

There are exceptions to this traditional supply chain, however. Some of the world's largest retail 

companies like Walmart, and Amazon.com, for example, are large enough to deal directly with 

manufacturers, without the need for a wholesaler in the middle of the transaction. 

 

https://amazon.com/
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What are Different Types of Retail Stores? 

 

Here are some examples of the different types of brick-and-mortar retail stores where consumers 

can purchase products for immediate use or consumption. 

 

Department Stores 

 

Sell a wide range of merchandise that is arranged by category into different sections of the 

physical retail space. Some department store categories include shoes, clothing, beauty products, 

jewelry, housewares, etc.  Examples of department store retailers include Macy's, Nordstrom, 

and jcpenney, to name just a few. 

 

Grocery Stores and Supermarkets 

 

Sell all types of food and beverage products, and sometimes also home products, clothing, and 

consumer electronics as well. 

 

Warehouse Retailers 

 

Large no-frills warehouse-type facilities stocked wth a large variety of products packaged in 

large quantities and sold at lower-than-retail prices 

 
Specialty Retailers 

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

examples of specialty retailers. 

 
Convenience Retailer 

Usually part of a retail location which sells gasoline primarily, but also sell a limited range of 

grocery merchandise and auto care products at a premium "convenience" price from a brick-and- 

mortar store 

 

Discount Retailer – Sell a wide variety of products are often private labeled or generic brands at 

below-retail prices, Discount retailers like Family Dollar, Dollar General , and Big Lots will 

often source closeout and discontinued merchandise at lower-than-wholesale prices and pass the 

savings onto their customers. 

 

Mobile Retailer - Uses a smartphone platform to process retail transactions and then ships the 

products that were purchased directly to the customer. 

 

Internet E-tailer –Sell from an Internet shopping website and ship the purchases directly to 

customers at their homes or workplaces and without all the expenses of a traditional brick-and- 

mortar retailer, usually sell merchandise for a lower-than-retail price 

 

 

https://www.thebalance.com/discount-retail-mission-statements-2892182
https://www.thebalance.com/sporting-goods-retail-mission-statements-2892174
https://www.thebalance.com/discount-retail-mission-statements-2892182
https://www.thebalance.com/home-improvement-mission-statements-2892166
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Unit-2 

Retailing Strategy 

 

 

 

Factors to consider Retail Market: 

 

 
 

 

 

Preparing a complete business plan 

Research, research, research. ... 

Determine the purpose of your plan. ... 
 

Create a company profile. ... 

 

Document all aspects of your business. ... 

 

Have a strategic marketing plan in place. ... 
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1. Make it adaptable based on your audience. ... 

Explain why you care. 

 

 

RETAIL OPERATIONS 

Choice of Store location – Influencing Factors, Market area analysis – Trade area analysis – 

Rating Plan method - Site evaluation. Retail Operations: Store Layout and visual merchandising 

– Store designing – Space planning, Retail Operations - Inventory management – Merchandise 

Management – Category Management. 

 

 

Choice of Store location – Influencing Factors, Market area analysis 

Introduction: Store Location:- 

Retail stores should be located where market opportunities are best. After a country, region city 

or trade area, and neighborhood have been identified as satisfactory, a specific site must be 

chosen that will best serve the desired target market. Site selection can be the difference between 

success and failure. A through study of customers and their shopping behavior should be made 

before a location is chosen. The finest store in the world will not live up to it potential if it is 

located where customers cannot or will not travel to shop. The primary role of the retail store or 

center is to attract the shopper to the location. Alternatively, retailers must take the store to where 

the people are, either at home or in crowds. Examples of taking the store to where the crowds are 

include airport location, theme parks and vending machines. 

 

Every retail store strives for its competitive advantage. For some stores, it is price. For others, it  

is promotional expertise of the special services that are offered. Despite any differences among 

the various stores that may competing for the shopper’s penny location offers a unique asset for 

all stores because once a site is selected, it cannot be occupied by another store. This advantage, 

however, points to the importance of location analysis and site selection. Once a facility is built, 

purchased, or leased, the ability to relocate may be restricted for a number of years. In short, 

location and site selection is one of the most important decisions made by a retail owner. 

 

Factors affecting the establishment of a retail outlet 

 

Proper establishment of shop is very important for success in retail trade. While deciding the 

location of a retail outlet the following factors should be taken into consideration: 
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1. Selection of the area: 

 

Before commencing his business, a retailer should decide about the area which he would like to 

serve. 

 

While deciding the area of operations, he should examine the population of the area, its nature 

(permanent or shifting), income level of the people, nearness to big markets, transport and 

communication facilities, etc. All these factors will reveal the demand potential of the area. 

 

2. Choice of the site: 

Once the area is decided, a specific site is selected for location of the retail shop. A retailer may 

open his shop in special markets or in residential areas. 

 

The shop should be near the consumers in a congested locality or at a place frequently visited by 
the consumers. The place of location should be easily accessible to consumers. 

 

3. Scale of operation: 

 

A retailer should decide the size of his business. Size will depend upon his financial and 

managerial resources, capacity to bear risks and demand potential of the area. 

 

4. Amount of capital: 

 

Then the retailer has to decide the amount and sources of capital. The amount of capital required 

depends on the size of business, terms of trade, availability of credit, cost of decoration of shop 

and display of goods. Adequate finance is necessary for success in any business. 

 

5. Decoration of shop: 

 

The layout and decoration of shop are decided so that customers find the place attractive and 

comfortable for shopping. The retailer should arrange and display the goods in an attractive 

manner to attract more and more customers. 

 

6. Selection of goods: 

 

The goods to be sold are selected on the basis of the nature, status and needs of the customers. 

Changes in incomes, habits and fashions of customers must be considered in the choice of goods. 

 

7. Source of supply: 

 

The wholesalers and manufacturers from whom goods are to be purchased must be selected 

carefully. Availability of supplies, reputation of the brand, price range, and distance from the 

shop, means of transport, etc. should be considered. 
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8. Sales policy: 

 

The retailer should adopt a suitable sales policy to increase sales and profits. Sales policy and 

prices should be decided keeping in mind competition and customers. 

 

MARKET AREA ANALYSIS 

 

A key part of any business plan is the market analysis. This section needs to demonstrate both 

your expertise in your particular market and the attractiveness of the market from a financial 

standpoint. 

 

This article first look at what we mean exactly by market analysis before looking at how to make 
a good one for your business plan. 

What is a market analysis? 

 

A market analysis is a quantitative and qualitative assessment of a market. It looks into the size 

of the market both in volume and in value, the various customer segments and buying patterns, 

the competition, and the economic environment in terms of barriers to entry and regulation. 

 

How to do a market analysis? 

 

The objectives of the market analysis section of a business plan are to show to investors that: 

you know your market the market is large enough to build a sustainable business 

In order to do that I recommend the following plan: 

 

Demographics and Segmentation 

Target Market 

Market Need 

Competition 

Barriers to Entry 

Regulation 

The first step of the analysis consists in assessing the size of the market. 

 

Demographics and Segmentation 

 

When assessing the size of the market, your approach will depend on the type of business you 

are selling to investors. If your business plan is for a small shop or a restaurant then you need to 

https://www.thebusinessplanshop.com/blog/en/entry/business_plan_guide
https://www.thebusinessplanshop.com/blog/en/entry/market_analysis_for_business_plan%23demographics
https://www.thebusinessplanshop.com/blog/en/entry/market_analysis_for_business_plan%23target-market
https://www.thebusinessplanshop.com/blog/en/entry/market_analysis_for_business_plan%23market-need
https://www.thebusinessplanshop.com/blog/en/entry/market_analysis_for_business_plan%23competition
https://www.thebusinessplanshop.com/blog/en/entry/market_analysis_for_business_plan%23barriers-to-entry
https://www.thebusinessplanshop.com/blog/en/entry/market_analysis_for_business_plan%23regulation
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take a local approach and try to assess the market around your shop. If you are writing a business 

plan for a restaurant chain then you need to assess the market a national level. 

 

Depending on your market you might also want to slice it into different segments. This is 

especially relevant if you or your competitors focus only on certain segments. 

 

Volume & Value 

 

There are two factors you need to look at when assessing the size of a market: the number of 

potential customers and the value of the market. It is very important to look at both numbers 

separately, let's take an example to understand why. 

 

Once you have estimated the market size you need to explain to your reader which segment(s) of 

the market you view as your target market. 

 

Target Market 

The target market is the type of customers you target within the market. For example if you are 

selling jewellery you can either be a generalist or decide to focus on the high end or the lower 

end of the market. This section is relevant when your market has clear segments with different 

drivers of demand. In my example of jewels, value for money would be one of the drivers of the 

lower end market whereas exclusivity and prestige would drive the high end. 

 

Now it is time to focus on the more qualitative side of the market analysis by looking at what 

drives the demand. 

 

Market Need 

 

This section is very important as it is where you show your potential investor that you have an 

intimate knowledge of your market. You know why they buy! 

 

Here you need to get into the details of the drivers of demand for your product or services. One 

way to look at what a driver is, is to look at takeaway coffee. One of the drivers for coffee is 

consistency. The coffee one buys in a chain is not necessarily better than the one from the 

independent coffee shop next door. But if you are not from the area then you don't know what  

the independent coffee shop's coffee is worth. Whereas you know that the coffee from the chain 

will taste just like in every other shop of this chain. Hence most people on the move buy coffee 

from chains rather than independent coffee shops. 

 

From a tactical point of view, this section is also where you need to place your competitive edge 

without mentioning it explicitly. In the following sections of your business plan you are going to 

talk about your competition and their strengths, weaknesses and market positioning before 

reaching the Strategy section in which you'll explain your own market positioning. What you 

want to do is prepare the reader to embrace your positioning and invest in your company. 
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To do so you need to highlight in this section some of the drivers that your competition has not 

been focussing on. A quick example for an independent coffee shop surrounded by coffee chains 

would be to say that on top of consistency, which is relevant for people on the move, another 

driver for coffee shop demand is the place itself as what coffee shops sell before most is a place 

for people to meet. You would then present your competition. And in the Strategy section  

explain that you will focus on locals looking for a place to meet rather than takeaway coffee and 

that your differentiating factor will be the authenticity and atmosphere of your local shop. 

 

Competition 

 

The aim of this section is to give a fair view of who you are competing against. You need to 

explain your competitors' positioning and describe their strengths and weaknesses. You should 

write this part in parallel with the Competitive Edge part of the Strategy section. 

 

The idea here is to analyse your competitors angle to the market in order to find a weakness that 
your company will be able to use in its own market positioning. 

 

One way to carry the analysis is to benchmark your competitor against each of the key drivers of 

demand for your market (price, quality, add-on services, etc.) and present the results in a table. 

 

Trade Area Analysis 

Essentially, trade area analysis is a methodology, process or technique that provides a basis for 

understanding, visualizing and quantifying the extent and characteristics of known or 

approximated trade areas. 

 

A trading area is a contiguous area from which a retailer gets customers for the merchandise he  

is selling. A trade area may be a town, city, district, state, and country or even beyond the 

country’s boundaries. The trade area may be divided into few layers (zones) depending upon the 

size and operations of the store, its location, merchandise offered and services offered. 

 

Since most of the retail sales especially in big cities take place at stores, the selection of the store 

location and analyzing trade area becomes essential. 
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Retailers emphasize on trade area analysis because of the following reasons: 

 

(i) A detailed analysis of trade area provides the retailer a picture about demographic and socio- 

cultural aspects of consumers. For a new store, the analysis of trade area becomes necessary to 

understand the prevailing opportunities and threats (if any) that may be a success path for new 

entrant. 

 

(ii) It helps in identifying the consumer demographics and socio-economic characteristics. 

 

(iii) It helps in assessing in advance the effects of trade area overlapping. 

 

(iv) It helps in highlighting geographic weaknesses. For example, trading area analysis reveals 

that people from trans-river hesitate to come to city shopping areas due to pickpockets and 

thieves in evening. Further, comprehensive study reveals the fact that this is because of improper 

lighting arrangements and absence of police personnel. Therefore, shopping center could exert 

political pressure to make the area well lit and crossing safer. 

(v) It provides opportunity to understand and review the media coverage patterns. 

 

(vi) It helps in locating better site location by understanding the existing trade areas around the 

potential locations. 

 

(vii) It helps in understanding customers profile in terms of gender, age, income level, 

consumption pattern, standard of living, local requirements etc. 
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Issues Covered Under Trade Area Analysis: 

 

Trade area analysis is known as one of the most critical elements in retail strategic planning 
process. 

 

Selecting store location is a long term and non-repetitive decision that involves following issues: 

 

(i) Mapping of existing customers with regard to the present stores. 

 

(ii) It covers calculating the estimate time taken by nearby customers to various existing stores. 

 

(iii) Determination of all possible variables that may have impact on your store and trading areas. 

 

(iv) To develop strategies to forecast trade areas around all possible available sites. 

 

(v) To use the collected data to analyze market potential, developing customer service levels and 

ultimately making decisions about site location. 

 

The Size and Shape of Trading Areas: 

 

Generally, a trading area may be divided into primary, secondary and tertiary zones. The primary 

zone is the first layer of any trading area that provides 60-65% of its customers. It is close to the 

store and includes nearby colonies and residential areas. The secondary zone comes after primary 

zone but before the tertiary zone. It is the geographical area that contains around 20% of the total 

customers of the respective store in terms of customer sales and merchandise demanded. 
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The tertiary zone commonly known as outermost circle contains the remaining 10- 15% 

customers, who occasionally visit the store and shop. These are the customers who travel a long 

way to reach the store because their nearby stores are not able to fulfill the local demand. 

Further, there are some forces of attraction that lure the customers from tertiary zone such as 

wide merchandise assortment, lower pricing policy, payment options and high-level customer 

service. 

 

Whatever the continent, country may be, each trading area may be studied under three zones: 

 

 

Factors to be considered while analyzing trade area: 

1. Total size and density (demand and supply) of the population. 

2. Per capita disposable income. 

3. Education level. 

4. Family system (joint / nuclear). 

5. Occupation (job / professional / own business). 

6. Standard of living. 

7. Age group distribution. 

8. Number of residents owning homes. 

9. Number of manufactures, suppliers, wholesalers available. 

10. Size of competition. 

 

Rating Plan Method 

Location often plays a significant role in a company’s profit and overall success. A location 

strategy is a plan for obtaining the optimal location for a company by identifying company needs 

and objectives, and searching for locations with offerings that are compatible with these needs 

and objectives. 

A company’s location strategy should conform with, and be part of, its overall corporate  

strategy. 

Formulating a location strategy typically involves the following factors: 

 

Facilities : facilities planning involves determining what kind of space a company will need 

given its short- term and long-term goals. 
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Feasibility : Feasibility analysis is an assessment of the different operating costs and others 

factors associated with different locations. 

Logistics: Logistics evaluation is the appraisal of the transportation options and cost for the 

prospective manufacturing and warehouse facilities. 

Labour: Labour analysis determines whether prospective locations can meet a company’s labour 

needs given its short -term and long-term goals. 

Community and site: Community and site evaluation involves examining whether a company 

and a prospective community and site will be compatible in the long -term. 

Trade zones: Companies may want to consider the benefits offered by free-trade zones, which 

are closed facilities monitored by customer services where goods can be brought without the 

usual customer requirements. The united states has about 170 free-trade zones and others 

countries have them as well. 

Political risk: Companies considering expanding into others countries must take political risk 

into considering when developing a location strategy .since some countries have unstable 

political environments, companies must be prepared for upheaval and turmoil if they plan long- 

term operations in such countries. 

Governmental regulation : Companies also may face government barriers and heavy restrictions 

if they intend to expand into others countries .Therefore, companies must examine government – 

as well as cultural – obstacles in others countries when developing location strategies. 

Environmental regulation : Companies should consider the various environmental regulations 

that might affect their operations in different locations. Environmental regulation also may have 

an impact on the relationship between a company and the community around a prospective 

location. 

Incentives: Incentives negotiation is the process by which a company and a community negotiate 

property and any benefits the company will receive, such as tax breaks. Incentives may place a 

significant role in a company’s selection of a site. 

Site evaluation : 

Retail site selection is not simply a question of what real estate is available. It is an analytic 

challenge that requires an understanding of the customer and the market potential for retailer at a 

location. Choosing a location in retail is a strategic decision which is difficult to return. 

Enterprise have to be sensitive while choosing location, especially features like population, 

economic and competition difficulties must be considered. 
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While evaluation the site, following are the prime considerations 

 

• Size and characteristics of population. 

 

• Level of competition. 

 

• Access to transportation. 

 

• Availability of parking. 

 

• Attributes of nearby stores. 

• Property costs. 

• Length of agreement (if lease). 

 

• Population trends. 

 

• Legal restrictions. 

While evaluating a retail site, following factors should be considered: 

• Accessibility. 

• Locational advantages. 

• Terms of occupancy. 

• Legal considerations (e.g. environmental considerations, zoning restrictions, building 

codes, signs, licensing requirements). 

 

Retail operations 

 

The field of retail operations concerns the work that individuals do to keep a retail store 

functioning. This includes both retail salespeople and managers in all types of retail 

stores, including small stores with only a handful of workers and large chain stores with 

hundreds of employees. Retail operations include the following activities. 

Store Layout, Design and Visual Merchandising : 

Store layout and visual merchandising are factors that contribute to  the uniqueness of a store. 

The exterior and interior of a store convey several messages about the store to the consumers. 

The building that houses retail store, (whether new or old) and the exterior design of the store are 

important aspects of the design of the store. Marquees, walkways, entrances, doors, display 

windows, the height and size of the building, colors and materials used, and theft prevention are 

some of the key factors to be kept in mind while developing a store's exterior. 

 

Managing space is the first and foremost concern of almost every retailer, when it comes to 

designing the store's interior. Space is always an expensive and scarce resource. Retailers always 
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try to maximize the return on sales per square foot. Planning a layout for the store's interior is the 

first step in designing the store's interior. 

There are three kinds of layouts – 

Grid Layout, 

Race Track Layout 

Freeform Layout. 

 

Allocating space to various merchandise categories in a store is very important. Allocation of 

space can be based on many factors, like historical sales, gross margins, industry averages and 

strategic objectives. Apart from allocating space to various merchandise categories, space has to 

be allocated for carrying out some essential functions. Such space includes the back room for 

receiving the inventories and sorting them out, office and other functional spaces, aisles and 

customer service desks, floor space and wall space. The interior of a store influences the 

purchasing behavior of the customers to a great extent. Designing the interior of a store in such a 

way as to influence customer behavior is referred to as visual merchandising. It includes 

optimum and appropriate use of fixtures, displays, color, lighting, music, scent, ceilings and 

floor, and designing all of these properly. Merchandise presentation is the most significant aspect 

of store design, because it helps attract customers' attention. A retailer can resort to many forms 

of presentation such as idea-oriented presentation, item-oriented presentation, price lining, color 

presentation, vertical merchandising, tonnage merchandising and frontal presentation. 

 

A well-planned retail store layout allows a retailer to maximize the sales for each square foot of 

the allocated selling space within the store. 

 

Store layouts generally show the size and location of each department, any permanent structures, 
fixture locations and customer traffic patterns. 

 

Each floor plan and store layout will depend on the type of products sold, the building location 

and how much the business can afford to put into the overall store design. 

 

A solid floor plan is the perfect balance of ultimate customer experience and maximized revenue 

per square foot. Many retailers are missing this point. They simply  focus  on  revenue  and 

forget customer experience. Statistics today have proven that retailers who deliver on experience 

have higher revenues than those that don't - even if the square footage is smaller. 

 

For example, some retailers "crowd" the sales floor with lots of merchandise. While this 

increases selection, it also decreases customer traffic flow space. Many customers are turned off 

by crowded stores. They prefer cleaner, wider aisles that make them feel less stress. Which 

means that the experience for this customer is poor. Customers would prefer an edited 

https://www.thebalance.com/retail-4073978
https://www.thebalance.com/creating-attractive-displays-2890497
https://www.thebalance.com/customer-experience-engineering-3994937
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merchandising approach in a department store. Examples of these stores would be Macy's or 

Belk. 

 

However, some customers prefer to "bargain hunt" in off-price stores. In these stores, the clutter 

actually adds to the "deal" atmosphere for the customer. Examples of these stores would be TJ 

Maxx or Ross. 

 

Whatever your store type, make sure you are considering customer experience in the floor plan. 

What may make for the most efficient space planning, might make for the worst customer 

experience. For example, I worked with a home improvement store to redesign their space. They 

had terrific merchandise, but terrible merchandising. The tile section was on the left side of the 

store, but the tools and supplies needed for the tile installation were on the right side of the store. 

 

This posed two problems. First, impulse buys were reduced. If you are installing new tile, that is 

what is on your mind. Anything that looks like it might help you with your endeavor will catch 

your eye and be a possible add-on sale. But if you put spray paint next to the tile, it's not likely 

you will get it in the customer's basket. 

 

Second, because the customer had to walk from one side of the store to the other, they were 

frustrated. Sometimes they didn't even make the walk and then got home and realized they were 

missing something and had to go back - and none of us like that hassle. 

 

Below are a few basic store layouts. 

1. Straight Floor Plan 

 

 

The straight floor plan is an excellent store layout for most any type of retail store. It makes use 

of the walls and fixtures to create small spaces within the retail store. The straight floor plan is 

one of the most economical store designs. 

 

The downside to this plan is the sight lines in the store. Depending on the front entrance, it may 
be difficult for a customer to see the variety of merchandise you have or find a location quickly. 

 

https://www.thebalance.com/the-5-most-important-elements-of-visual-merchandising-2890501
https://www.thebalance.com/assuming-the-sale-3887432
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2. Diagonal Floor Plan 

 

 

Diagonal Floor Plan. 

 

The diagonal floor plan is a good store layout for self-service types of retail stores. It offers 

excellent visibility for cashiers and customers. The diagonal floor plan invites movement and 

traffic flow to the retail store. 

 

This plan is more "customer friendly." With a straight plan, the customer can feel like they are in 

a maze. With this floor plan, the customer has a more open traffic pattern. 

4. Angular Floor Plan 

 

 

Angular Floor Plan. 

 

The angular floor plan is best used for high-end specialty stores. The curves and angles of 

fixtures and walls makes for a more expensive store design. However, the soft angles create 

better traffic flow throughout the retail store. 

 

This design has the lowest amount of available display space, so it is best for specialty stores 
who display edited inventories versus large selections. 
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5. Geometric Floor Plan 

 

 

Geometric Floor Plan. 

 

The geometric floor plan is a suitable store design for clothing and apparel shops. It uses racks 

and fixtures to create an interesting and out-of-the-ordinary type of store design without a high 

cost. 

 

This plan makes a statement. So make sure it is the statement you are wanting to make with your 

brand. 

6. Mixed Floor Plan 

 

 

Mixed Floor Plan. 

 

As you might have guessed, the mixed floor plan incorporates the straight, diagonal and angular 

floor plans to create the most functional store design. The layout moves traffic towards the walls 

and back of the store. 

 

It is a solid layout for most any type of retailer. And truthfully, the best experience stores have 
multiple shapes, elevations and designs. This appeals to a larger array of customers. 
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5 Most Important Elements of Visual Merchandising: 

 

When people hear visual merchandising the typically get nervous and uneasy. They know its an 

important retail term, but not sure exactly what i is or how to do it well. It can create uncertainty 

about where to start. If you’re artistically challenged and financially deprived, creating visual 

displays can be especially difficult. But here are my five most important elements of visual 

merchandising. 

 

They are easy to implement and won't break the bank and, most importantly, they will increase 

your sales. Strong visual merchandising has a huge impact on customer experience in your store. 

 

Whether you're revamping your retail displays or creating new ones, use these five strategies to 

help you achieve more impactful and memorable visual merchandising. And put more money in 

your pocket this year. 

 

1. Remember that color is king. 

 

Color is powerful, and it can make or break your visual displays. A retailer might create an  

erratic display, but if the colors coordinate well, the display can still be a success. Consider using 

contrasting colors, like black and white, and monochromatic colors--both create intriguing, eye- 

catching displays. 

 

Too many times we lose sight of the power of color and its ability to attract the eye. Consider 

your home. You probably have a solid grey or brown couch, but there is a "pop" of color from 

the throw pillows you place on the edges. 

 

This is the same principle. Remember: wherever the eyes go, the feet will follow. So use color 

to catch the eyes of your customers and draw them to your displays. 

2. Create a focal point. 

 

Where does the viewer’s eye focus on your display? Do their eyes move toward a specific 

location on the display? 

 

Or are they confused  about  where  to  look?  Create  a  hotspot--or  focal  point.  Why?  

Because hotspots can increase sales by 229 percent. 

 

Examine your display from the customer’s point of view: the top, the floor, both sides. Often the 

focal point is positioned too high for the customer to see. Always check your displays to ensure 

customers can easily view the hotspots and merchandise. Remember, the hotspot is the 

product, not a visual element you use to add to the story.By this I mean, if you put sand and 

seashells on the table as part of your sandal collection, make sure the sandals are the focal point 

and not the sand. 

 

3. Tell a story. 

https://www.thebalance.com/rules-for-retail-merchandising-2890498
https://www.thebalance.com/rules-for-retail-merchandising-2890498
http://ricksegel.com/research-results-show-that-visual-merchandising-has-impact-on-your-sales/
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What’s in it for customers? Tell them. Use powerful, sales-enabling signage to display the 

advantages of buying the product. Present three bullet points that tell customers why they need 

the product or how their life will become easier because of the product. Remember, you’re not 

writing an essay but rather a headline, powerful bullet points,and possibly a price proposition. By 

telling a story, you help the customer better understand the product and enable the buying 

decision. 

 

A display may lack a worded sign or an educational sign. That’s perfectly fine; as long as there’s 

still a story, the sign can speak for itself. 

 

For example, lifestyle graphics are very popular in telling the story. No words, but the image 

speaks volumes. 

 

4. Expose customers to the maximum amount of merchandise. 

 

A well-designed, impactful display exposes the customer to as much merchandise as possible 
while avoiding a sloppy mess. The more products customers see, the more they buy. 

 

Consider using a circular store layout, which many retailers use. It’s powerful because it exposes 

customers to more merchandise than traditional aisles. Where your store does use aisles, place a 

display in dead center so customers are forced to stop and look at the products. Have as many 

displays as possible, and present as much merchandise as possible. But keep displays clean and 

sharp, and ensure aisles are spacious and barrier-free to prevent deterring customers from 

products. 

 

In my stores, I used dining tables from World Market to create a visual impact. Displaying our 

shoes on these tables was kitschy and bold. It caught a customer's eye for sure. And we got many 

compliments on the display tables since the tables were unique and a story in themselves as 

opposed to the traditional display pieces stores use. 

 

5. Use empty space wisely. 

There’s a space in all retail stores that is the most underutilized. It’s the section between the displayed 

merchandise and the ceiling. If this space in your store is empty, you need to start using it. 

 

You can use this space for many different things, like signage providing information about 

products or brands. You could display customer testimonials with the customer’s name and 

picture. You could profile a designer or supplier. 

 

You could also display lifestyle graphics that help customers make associations with your 

products. For example, a furniture store could display an image of a family cozied up on a couch, 

emitting those warm, fuzzy feelings that put shoppers in a good mood. A jewelry store could 

display a woman at a fine dining restaurant wearing a bracelet, creating an association between 

the store’s jewelry and a luxurious lifestyle. 

http://ricksegel.com/book-store/%23!/Signs-Sell/p/34500290/category%3D322091
https://www.thebalance.com/what-makes-a-great-headline-38537
http://ricksegel.com/5-tips-to-improve-layout-design-in-retail/
http://ricksegel.com/5-tips-to-improve-layout-design-in-retail/
http://worldmarket.com/
https://www.thebalance.com/signs-sell-book-review-2890500
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Visual merchandising is multifaceted, and retailers can choose from hundreds of ideaswhen 

designing displays. But these tips return the biggest bang for your buck. Use them to make your 

store as memorable as possible. 

 

 

 

Store Design :- 

Retail store design is a well-thought-out strategy to set up a store in a certain way to optimize 

space and sales. The way a store is set up can help establish brand identity as well as serve a 

practical purpose, such as protecting against shoplifting. 

 

Retail store design is a branch of marketing and considered part of the overall brand of the store. 

Retail store design factors into window displays, furnishings, lighting, flooring, music and store 

layout to create a brand or specific appeal. 

 

5 Essential Principles for Retail Store Design 

 

Online shopping is increasingly big business, which means it’s increasingly difficult for smaller 

retailers—especially those that don’t have an online presence—to get their share. The physical 

shopping experience starts with good design, so take a good, hard look at your retail space, and 

perhaps with the help of a retail design agency, determine if there’s more that you could be 

offering your customers. 

1) Define your Space 

 

First things first, defining your space is all about your brand and image, how it gets people into 

your store, and what they do once they’re there. This is the big picture—what are you selling, 

and who are you selling to? There needs to be a consistency of style and function in your store 

that reflect all of these different factors, to tie the whole shopping experience together. 

 

A good example of this is Starbucks, a brand that has built its empire by focusing not so much on 

coffee, but on the experience of drinking it, by providing customers with cosy, comfortable 

chairs and free wifi, to encourage them to linger for long periods of time, and potentially make 

multiple purchases in a single visit. 

https://www.thebalance.com/rules-for-retail-merchandising-2890498
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2) Organizing the Space 

 

When a customer shops online, they have an entire store at their fingertips, with the ability to 

look at multiple different types of products at essentially the same time. This isn’t the case  for 

the in-store shopping experience, so it’s important that the space is well-organized, and as 

intuitive and easy to use, as possible. A customer who enters a store should have a clear path to 

follow, with different categories of products clearly sign-posted, logical and clear product 

groupings, and a means of quickly finding help if they need it. A well-organized store is one that 

makes customers feel safe and comfortable, and is structured so that they can get what they need 

without wasting time. 

 

3) Offer a Sequential Experience 

 

Successful stores deliberately plan the customer experience, both figuratively and literally. 

Literally, it’s about planning the store’s layout for the optimal customer experience; figuratively, 

it’s more about the chronological path a customer takes to get there—awareness through 

advertising that encourages them to stop by (whether print, online or a store-front window), the 

visit to the store itself, exploring the store and browsing products, and finally, making a  

purchase. 

 

4) Provide Visual Communication 

 

Visual information includes signage, branding, and other written and graphical information that 

communicates essential information to customers. It should be clearly legible, and provide only 

important information that will actually enhance the customer’s experience, and ideally, each 

element should conform with the store’s visual branding design. 

 

This is a good place to take inspiration from the world of exhibition design, where the focus is 

on providing information quickly and succinctly, to people whose attention is typically divided 

between multiple different brands at once. Visual communication needs to be immediately 

recognizable, and provide information that can be interpreted and used quickly. 

 

5) Invite Customer Participation 

 

Good visual communication invites customers to participate actively in their shopping 

experience—for example, by ensuring that staff members are available and clearly visible as 

such, and providing the opportunity for the customer to have different types of experiences 

within the store. With the massive shift that online shopping has brought, this part of the store 

design process is also about offering experiences that the customer can’t get online, whether it’s 

one-on-one help and advice from staff, or the opportunity to try products out before purchasing. 

 

Space planning: 

Space planning is a fundamental element of the interior design process. It starts with an in- 

http://eni.co.uk/exhibitions/
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depth analysis of how the space is to be used. The designer then draws up a plan that defines 

the  zones of the space and the activities that will take place in those zones. The space plan will 

also define the circulation patterns that show how people will move through the space. The 

plan is finished by adding details of all the furniture, equipment and hardware placement. 

5 Space Planning Techniques 

 

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: 

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. 

 

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 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. 
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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 might opt to first test these techniques by doing realograms beforehand and then 

once planograms 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. 

 

Retail Operations 

 

Retail operations is a field that studies all mechanisms to keep the store functioning well. It 

includes a broad spectrum of activities, from people management to the supply chain, store 

layout, cash operations, physical inventory, master data management, offers and pricing etc. 

 

Most of these operations are basically executed using the Commerce system that retailers use in 

the stores and back office. Therefore, achieving excellence in daily store operations will thus be 

directly proportional to the system that the business relies on. 
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If we dive a bit further into store operations and try to extract the main priorities of each of them, 

we will see that we need to divide these priorities by the different retail profiles we may find; the 

perspective of retail owners, store managers orsales associates. We may find others, depending 

on the nature and size of the business, but we will focus on these three profiles in this blog post. 

In any case, you can still deeply explore this term and how to achieve operational excellence by 

attending this week’s webinar. 

 

1. Retail Operations from the perspective of retail business owners 

 

What do retailers, understood as the business owners, care about? Strategy is the first pillar that 

comes to mind. Not just the execution of today’s priorities, but the vision of how the future will 

be for the business, to ensure we are prepared for all the changes they may imply. For example, 

the commerce platform that retailers use need to support the business growth retailers expect for 

the mid to long term. Tools that will help them grow fast, at the same pace as their strategy plan. 

Tools that enable fast and riskless rollouts will be crucial to success in the plan execution, like 

the Copy Store/Terminal functionality of Openbravo. 

 

When it comes to deployment or hardware compatibility, the commerce solution becomes 

equally important, as hardware is an important part of the budget in retail implementation 

projects. Hence, many of our clients require a solutions that fit their current hardware 

requirements, as they don’t plant to invest in a hardware solution replacement in the short-term. 

 

In terms of execution, I remember a concern that is common to many retailers I have interviewed 

in the requirements gathering stage, when the project starts, or just in the prospecting stage; that 

is, fraud detection and prevention. It is a concern that I have seen present in all retail projects. So 

we need to review all retail functionalities, decide which should be allowed by which profile and 

which will need a supervisor’s approval to proceed with it. To give you a few examples: delete 

ticket is often a sensitive operation that should not be permitted unless approved, or re-printing a 

ticket, approving cash differences when cashing up, allowing a return, etc. There are many, and 

that’s why Openbravo offers Approvals in almost all features in Web POS, so retailers decide 

which are allowed and when approval will be required in an attempt to prevent fraud. 

 

The other classic method of detecting fraud is “surprise” physical inventory. So by procedure, 

everyday at the store closure, staff need to count the stock of certain products, and they can 

change day after day. Here, it has been very helpful to empower the store crew with the mobile 

physical inventory functionality, so they can execute this task fast and efficiently. 

 

Then, retailers can view the results in a centralized way from the backoffice, where they will see 

all the indicators together in the same place, and most importantly, in real time. This is especially 

interesting when having several stores. If you need to handle daily synchronizations to upload 

sales, or products, promotions etc. you need to seriously think about investing in a new platform 

to get rid of those troubles that are due to an old architecture. Openbravo can help you with that, 

with a cloud single repository, where a change in price will be delivered to all stores in seconds. 

https://www.brighttalk.com/webcast/12131/154371
http://www.openbravo.com/retailers/benefits/
http://www.openbravo.com/retailers/product-features/web-point-of-sale/
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2. Achieving excellence from store managers 

 

Store managers are the ones on the shop floor day after day, and their priorities or needs can be 

slightly different from the ones above. We can say they are much more operational, for example, 

they need to efficiently handle people management or daily store operations like opening, 

closure or cash management. In big stores, where there is a high number of terminals and 

sessions by terminal, it can be difficult to manage unless the commerce solution offers a unified 

view to accurately control who opened a terminal or the cash position at its closure. Openbravo’s 

module of Terminal Sessions Management can be a good tool in these scenarios, where all 

terminals and sessions in each terminal are monitored in real time. 

 

Another frequent demand from store managers is to have certain autonomy from headquarters. I 

must say that I have seen retailers that do not want to allow this in their stores, sometimes 

abusing of their excess power. My personal opinion is that I have seen stores performing better 

with a bit of autonomy in certain business processes, otherwise, headquarters approval can be a 

bottleneck and a clear negative point for achieving excellence in the stores, where changes need 

to be done rapidly to respond to demanding customers. I’m thinking of being able to correct a 

price that is incorrect, block a user that we have seen doing something fraudulent, or updating the 

stock of products that are not accurate in the system. Openbravo offers a great solution for these 

retailers, allowing them to access the back office where all the data is centralized and can be 

restricted by users or roles, giving them access and rights to exactly what we want. And enabling 

auditory to be able to track down any changes made. 

 

3. Priorities for sales associates 

 

Sales associates are the last profile we are analysing today. We consider them an important part 

of the purchase decision making process, as customers let associates influence them while 

deciding which product to buy. Empower then your sales associates with tools that will help  

them provide a rich customer experience, like rich product engines by product characteristics or 

stock visibility to offer flexible options to save-the-sale when there is no stock in the store. 

Moreover, as associates normally work by commission, it will be important that the commerce 

solution allows them to annotate their sales to differentiate them from cashiers or other 

associates. 

 

Inventory Management 

Inventory management is the management of inventory and stock. As an element of supply chain 

management, inventory management includes aspects such as controlling and overseeing 

ordering inventory, storage of inventory, and controlling the amount of product for sale. 

 

The definition of Inventory Management is easy to understand. Simply put, inventory 

management is all about having the right inventory at the right quantity, in the right place, at the 

right time, and at the right cost. But how do you implement the best inventory management 

https://www.tradegecko.com/guides/inventory-management-techniques
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techniques to ensure the best results? Read on to find out our insights for inventory management 

best practices. 

 

Inventory management techniques 

 

Inventory management uses several methodologies to keep the right amount of goods on hand to 

fulfill customer demand and operate profitably. This task is particularly complex when 

organizations need to deal with thousands of stockkeeping units (SKUs) that can span multiple 

warehouses. The methodologies include: 

 

• Stock review, which is the simplest inventory management methodology and is generally 

more appealing to smaller businesses. Stock review involves a regular analysis of stock on 

hand versus projected future needs. It primarily uses manual effort, although there can be 

automated stock review to define a minimum stock level that then enables regular inventory 

inspections and reordering of supplies to meet the minimum levels. Stock review can provide 

a measure of control over the inventory management process, but it can be labor-intensive and 

prone to errors. 

• Just-in-time (JIT) methodology, in which products arrive as they are ordered by customers, 

and which is based on analyzing customer behavior. This approach involves researching 

buying patterns, seasonal demand and location-based factors that present an accurate picture 

of what goods are needed at certain times and places. The advantage of JIT is that customer 

demand can be met without needing to keep quantities of products on hand, but the risks 

include misreading the market demand or having distribution problems with suppliers, which 

can lead to out-of-stock issues. 

• ABC analysis methodology, which classifies inventory into three categories that represent the 

inventory values and cost significance of the goods. Category A represents high-value and 

low-quantity goods, category B represents moderate-value and moderate-quantity goods, and 

category C represents low-value and high-quantity goods. Each category can be managed 

separately by an inventory management system, and it's important to know which items are 

the best sellers in order to keep quantities of buffer stock on hand. For example, more 

expensive category A items may take longer to sell, but they may not need to be kept in large 

quantities. One of the advantages of ABC analysis is that it provides better control over high- 

https://www.tradegecko.com/guides/inventory-management-techniques
http://searcherp.techtarget.com/definition/SKU-stockkeeping-unit
http://whatis.techtarget.com/definition/just-in-time-manufacturing-JIT-manufacturing
http://searcherp.techtarget.com/definition/ABC-classification
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value goods, but a disadvantage is that it can require a considerable amount of resources to 

continually analyze the inventory levels of all the categories. 

 

Inventory control is the area of inventory management that is concerned with minimizing 

the total cost of inventory, while maximizing the ability to provide customers with products in a 

timely manner. In some countries, the two terms are used as synonyms. 

 

The following eight techniques to will help you improve your inventory management—and 

cash flow. 

o Set Par Levels. ... 

o First-In First-Out (FIFO) ... 

o Manage Relationships. ... 

o Contingency Planning. ... 

o Regular Auditing. ... 

o Prioritize With ABC. ... 

o Accurate Forecasting. ... 

o Consider Dropshipping. 

Merchandise Management Meaning: 

Merchandising is the sequence of various activities performed by the retailer such as planning, 

buying, and selling of products to the customers for their use. It is an integral part of handling 

store operations and e-commerce of retailing. 

Merchandising presents the products in retail environment to influence the customer’s buying 

decision. 
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Unit-3 

Managing the Retail Business 

 

Types of Merchandise 

 

There are two basic types of merchandise − 

 

Staple Merchandise Fashion Merchandise 

It has predictable demand It has unpredictable demand 

History of past sales is available Limited past sales history is available 

It provides relatively accurate forecasts It is difficult to forecast sales 

Factors Influencing Merchandising 

 

The following factors influence retail merchandising: 

 

Size of the Retail Operations 

 

This includes issues such as how large is the retail business? What is the demographic scope of 

business: local, national, or international? What is the scope of operations: direct, online with 

multilingual option, television, telephonic? How large is the storage space? What is the daily 

number of customers the business is required to serve? 

 

Shopping Options 

 

Today’s customers have various shopping channels such as in-store, via electronic media such as 

Internet, television, or telephone, catalogue reference, to name a few. Every option demands 

different sets of merchandising tasks and experts. 

 

Separation of Portfolios 

 

Depending on the size of retail business, there are workforces for handling each stage of 

merchandising from planning, buying, and selling the product or service. The small retailers 

might employ a couple of persons to execute all duties of merchandising. 

 

Functions of a Merchandising Manager 

 

A merchandising manager is typically responsible to − 

 

• Lead the merchandising team. 
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• Ensure the merchandising process is smooth and timely. 

• Coordinate and communicate with suppliers. 

• Participate in budgeting, setting and meeting sales goals. 

• Train the employees in the team. 

Merchandise Planning 

 

Merchandise planning is a strategic process in order to increase profits. This includes long-term 

planning of setting sales goals, margin goals, and stocks. 

 

Step 1 - Define merchandise policy. Get a bird’s eye view of existing and potential customers, 

retail store image, merchandise quality and customer service levels, marketing approach, and 

finally desired sales and profits. 

 

Step 2 – Collect historical information. Gather data about any carry-forward inventory, total 
merchandise purchases and sales figures. 

 

Step 3 – Identify Components of Planning. 

 

• Customers − Loyal customers, their buying behavior and spending power. 

• Departments − What departments are there in the retail business, their subclasses? 

• Vendors − Who delivered the right product on time? Who gave discounts? Vendor’s 

overall performance with the business. 

• Current Trends − Finding trend information from sources including trade publications, 

merchandise suppliers, competition, other stores located in foreign lands, and from own 

experience. 

• Advertising − Pairing buying and advertising activities together, idea about last 

successful promotions, budget allocation for Ads. 

 

Step 4 – Create a long-term plan. Analyze historical information, predict forecast of sales, and 

create a long-term plan, say for six months. 

 

Merchandise Buying 

 

This activity includes the following − 

 

• Step 1 - Collect Information − Gather information on consumer demand, current trends, 

and market requirements. It can be received internally from employees, 

feedback/complaint boxes, demand slips, or externally by vendors, suppliers, 

competitors, or via the Internet. 

• Step 2 - Determine Merchandise Sources − Know who all can satisfy the demand: 

vendors, suppliers, and producers. Compare them on the basis of prices, timeliness, 

guarantee/warranty offerings, payment terms, and performance and selecting the best 

feasible resource(s). 

• Step 3 - Evaluate the Merchandise Items − By going through sample products, or the 
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complete lot of products, assess the products for quality. 

• Step 4 - Negotiate the Prices − Realize a good deal of purchase by negotiating prices for 

bulk purchase. 

• Step 5 - Finalize the Purchase − Finalizing the product prices and buying the 

merchandise by executing buying transaction. 

• Step 6 - Handle and Store the Merchandise − Deciding on how the vendor will deliver 

the products, examining product packing, acquiring the product, and stocking a part of 

products in the storehouse. 

• Step 7 - Record the Buying Figures − Recording details of transactions, number of unit 

pieces of products according to product categories and sub-classes, and respective unit 

prices in the inventory management system of the retail business. 

 

Vendor Relations 

 

Cordial relationship with the vendor can be a great asset for the business. A strong rapport with 

vendors can lead to − 

 

• Purchasing products when required and paying the vendor for it later according to credit 
terms. 

• Getting the latest new products in the market at discount prices or before other retailers 

can sell them. 

• Having a great service of delivery, timeliness of delivery, returning faulty products with 
exchange, etc. 

 

Merchandise Performance 

 

The following methods are commonly practiced to analyze merchandise performance − 

 

ABC Analysis 

 

It is a process of inventory classification in which the total inventory is classified into three 
categories − 

 

• A – Extremely Important Items − Very crucial inventory control on order scheduling, 

safety, prompt inspection, consumption pattern, stock balance, refill demands. 
• B – Moderately Important Items − Average attention is paid to them. 

• C – Less important Items − Inventory control is completely stress free. 

 

This approach of segregation gives importance to each item in the inventory. For example, the 

telescope retailing company might be having small market share but each telescope is an 

expensive item in its inventory. This way, a company can decide its investment policy in 

particular items. 

 

Sell-Through Analysis 
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In this method, the actual sales and forecast sales are compared and the difference is analyzed to 

determine whether to apply markdown or to place a fresh request for additional merchandise to 

satisfy current demand. 

 

This method is very helpful in evaluating fashion merchandise performance. 

 

Multi-Attribute Method 

 

This method is based on the concept that the customers consider a retailer or a product as a set of 

features and attributes. It is used to analyze various alternatives available with regard to vendors 

and select the best one, which satisfies the store requirements. 

RETAIL MERCHANDISING MANAGEMENT PROCESS 

 

retail merchandising management process 

 

merchandise & merchandising the various types of goods that can be bought and sold for 

profit or the wholesale purchase & retail sale of goods for profit or the stock of goods in 

a store the activity of promoting the sale of goods & services at retail. merchandising 

means "planning involved in marketing the right merch andise or service at the right 

place, at the right time, in the right quantities, and at the right price." 

 

who is a merchant ? a wholesaler or retailer who buy goods from various  sources for 

resale to anyone and everyone for profit. a merchant is held to a higher standard of duty 

of care than a non- merchant because he is deemed to have expert knowledge about the 

goods he deals in. 

 

merchandising management merchandising management is the science of evaluating 

human behavior and buying habits in order to determine the best way to stock, display, 

and sell goods at retail stores. it is a process where in you arrange a group of products 

that highlights those that you want to sell fast or those that you want people to get 

noticed. 

 

merchandising management therefore the increased visibility and appeal of products 

leads to increase in sale ability . it includes product packaging, placement, promotion etc. 

example : the ice-filled tubs of soda, next to the cash register at the convenience store on 

a hot summer's day -- a merchandise manager determined that more product would be 

sold by doing it. 

 

basis of retail merchandising 

 

retail merchandising mgmt process retail merchandising management process involves 

analysis, planning, acquisition, handling and control of merchandise investments of a 

retail operation. 
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retail merchandising mgmt process analysis : the retailers must be able to correctly 
identify their customers before they can ascertain consumer desires & requirements for 

making a good buying decision 

 

retail merchandising mgmt process planning : it is more important 

because merchandise to be sold in future must be bought now. it involves marketing the right 

merchandise at right place at right price in right quantities at right time. 

 

retail merchandising mgmt process acquisition : it is because the 

merchandise needs to be procured from others, either distributors or manufacturers. 

 

retail merchandising mgmt process handling : it involves to see 

where merchandise is needed and to be sold in a proper condition. 

retail merchandising mgmt process controlling : it is required since 

the  function of merchandising involves spending money. so it is necessary to control the amount 

spent in this process. 

 

Category Management 

 

 

A category is an assortment of items that a consumer finds as reasonable substitutes for each 

other. Goods are categorized on the basis of similarities in consumer tastes, preferences, liking 

and disliking such as Junk food, Bar-be-Que, Razors, burgers, baked confectionary, sweets, etc. 

 

The goods are priced, promoted and targeted to same customer base (target market). For instance 

Vishal Mega Mart, Gokul Mega Mart and few other domestic and global brands have  the 

practice of dividing their apparel on the basis of Gents’ Apparel, Ladies’ Apparel and Kids 

Apparel. 

 

Two retailers selling similar merchandise may have different definitions and thus different 

categories of the same product range. For instance, one retailer divides its ‘apparel’ under gents, 

ladies, kids and infants category, while another (for say) may define categories in terms of  

brands like Polo figer be one category and Rivalry be the other. Why it is so? Because a ‘Polo’ 

customer will buy only polo figer not the Rivalry. 

 

In short, whatever may be the base of defining a ‘Category’, one thing must be remembered that 

it should suit to customers who ultimately will be affected in terms of time and money spent. 

Further, supply chain members and suppliers may find it convenient and hassle free. 

 

Category Management is the process of managing retail business that merchandise category 

outputs rather than the contribution of individual brands or models. Under category management 

retailer’s efforts (promotional, pricing and display) are grouped into categories with the 

objectives of measuring their financial and marketing performance separately. 
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Consequently, it arranges grouping of products in to strategic business units (SBU) in order to 

better serve the needs and demands of consumers. Most of the emerging retail outlets are 

managing their merchandise on the same pattern. 

 

While on the other side, unorganized Indian retail sector has developed their merchandise items 

in the categories that serve their customers requirement and are cost effective and time saving for 

them. Therefore, these categories differ from region to region and outlet to outlet. 

 

1. Definitions: 

 

According to Institute of Grocery Distribution, “Category Management is the strategic 

management of various merchandise groups through trade tie ups and partnerships which aims to 

maximize turnover and profit by satisfying consumer needs and want.” 

 

According to Nielsen (1992), Category Management is a process of managing product categories 

as separate business units and customizing them to satisfying consumer needs. 

Why Category Management? 

 

1. One foremost reason for the introduction of ‘category management’ is that all the items of 

merchandise are not equally important for a retailer from cost revenue generation point of view. 

Some items are very small but of high value, some items are most popular but of low profit 

margin. Therefore need was point to categorized the items in to different sub groups. 

 

2. One reason for introduction of ‘category management’ was the fact that only a definite amount 

of profit could be obtained from price negotiations and that there was more profit to be made in 

for the purpose of increasing the total sales. 

 

3. One reason for introduction of ‘category management’ was that the collaboration with supplier 

will be helpful in development of categories under three ways: 

 

The ways are: 

 

(i) Part of the work load like development of categories would be assign to the concerned 

supplier. 

 

(ii) Supplier’s expertise will be utilized. 

 

ADVERTISEMENTS: 

 

(iii) Supplier will take the venture seriously. 

 

2. Significance of Category Management: 
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1. Increased sales, goodwill and market share 

 

2. Proper care and devotion to each item of merchandise 

 

3. Increased sales further lead to increased turnover 

 

4. Maximize shelf efficiencies 

 

5. Less inventory shrinkage 

 

6. Recognizes procurement opportunities 

 

7. Enhances customer knowledge level 

 

8. Improves return on investment (ROI) 

 

9. Decreases chances of out-of-stock positions 

 

10. Enhances return on money invested in marketing efforts 

 

11. Classifies the performance of brands as doing well, not doing well, problem brands, etc. 

 

12. Purchasing merchandise exercise becomes easy and cost effective. 

Essentials / Prerequisite of Category Management: 

 

1. Category should be divided and arranged as per consumers’ ease not because of retailer’s 

convenience. 

 

2. CM should be based on differentiation and uniqueness. 

 

3. CM should drive multiple item purchases at the same time. 

 

4. It should result in better customers’ relations rather than relations with suppliers. 

 

5. Category division should be based on the basis of product response, space, time and 

profitability. 

 

3. Category Management Process (8 Steps) 

 

Category management is the process of classifying and managing product categories as strategic 

business units, rather than simply viewing a retailer’s offering as a collection of individual 

products. The category management approach delivers enhanced business results by focusing on 

delivering consumer value. It is often a shared process between a retailer and its vendors. 
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This description comes from Category Killers (2005) by Robert Spector: 

 

For the past couple of years, the term “category management” has entered the retail lexicon in 

virtually every merchandise category. Category management began in the supermarket business, 

where big retailers of packaged goods learned that they could improve sales and profits if they 

could more efficiently administer all their different product classifications. The idea was to 

oversee the store not as an aggregation of products, but rather as an amalgam of categories, with 

each category unique in how it is priced and how it is expected to perform over time. 

 

One vendor is designated as “category captain” and charged with helping the retailer define the 

category; determine its place within the store; evaluate its performance by setting goals; identify 

the target consumer; divine the best way to merchandise, stock, and display the category; and 

then influence the implementation of the plan. Becoming a captain is obviously an important 

position because it offers that supplier an opportunity to sway a retailer’s buying decisions. 

 

Thus the category management process is a repetitive, strategic and long-term business 

philosophy that promotes cross functional working between companies with the involvement of 

professionals from very diverse areas such as procurement, finance, supply chain, marketing, 

store operations, sales and space planning. 

 
 

IGD Research (2007) reveals that merely 9% of companies follow this eight step process of 
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category management and is useful for those firms that have developed shorter, streamlined 

approaches that deliver benefits in a relatively smaller, less resource intensive time horizons. 

 

A typical category management process is discussed as follows: 

 

1. Category Definition: 

 

Defining a category is the first step in a typical category management process. In this step  

retailer classifies the store’s products into different categories depending on the usage of the 

product by the consumers and its packaging. What should be the best way to define a particular 

category are always debatable issues amongst retailers. 

 

The category management experts opine that whatever the base it should be, category definition 

should be based on consumers’ buying behaviour not on retailer’s buying behaviour. Before 

beginning with the process of category definition, the retailer and vendor should first understand 

what exactly makes a category? The supplier know-how about a category and its potential 

customers becomes vital in developing the correct definition and segmentation of the category. 

 

This basically decides the products that fall under a particular category, sub-category and key 

segmentation. Thus a retailer basically assigns products to the different categories depending 

upon customers’ liking, disliking, quantity size, and packaging. The main objective of defining 

category is to know what items to include and what items to exclude. 

The definition of category varies from situation to situation and one store to another. In one 

circumstance, category may be narrowly defined or very broadly defined, depending upon 

several factors. For instance, the category of sandwich may be narrowly defined so as to 

comprise only vegetarian sandwich, or it may be broadly defined to include all types of varieties 

such as vegetarian, non-vegetarian, chocolate, fried, baked, grilled, cheese spicy/mutton spicy 

etc. 

 

The point is to be remembered that it is the customer that gives the profit so its perspective 

should be kept at top priority while defining a particular category. The task further should result 

into particular product titles with respect to its sizes, color, packaging, sub-categories, variety of 

products and variety within the product. 

 

2. Category Role: 

 

Under this step, retailers usually determine the priority level and then assign a role for the 

category based on a cross category comparison considering liking and disliking of consumers, 

and market trends. Basically here retailers develop the base for allocating resources for the entire 

business. 

 

While assessing the role played by a category, retailers should thoroughly consider the nature 

and size of product category. For instance, some categories may represent luxury brands, whilst 

others might be denominated by low priced brands. It signifies that if a particular category is 
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denominated by luxury brands, then most of the underlying brands are or will be, lucrative. 

 

On the other hand, category largely composed of low priced brands may not provide any 

opportunity to earn profitable margins for both the retailer and the supplier. Hence, it becomes 

imperative for a retailer to consider the role played by a category in the store while determining a 

particular category. 

 

For example, the ice cream product category has been upgraded in UK marked by introducing 

premium luxury ice-cream, ice cream confectionery, mass scale marketing and sales promotion 

companies such as Haagen Dazs and the development of premium store brands. Athletic 

footwear (trainers), toys and beer are examples of other categories that have shifted from value to 

premium (Vishwanath and Mark, 1999). 

 

The role of SKU within a Category: 

 

When a retail product manager is reviewing the choice within a product category, the individual 

roles that are played by the different brands or product variations will be acknowledged 

(McGrath, 1997). In a store, some products within a category are ‘customers’ catchers’, giving 

high sales and have a large market share. These are the sources of attraction for 

visitors/customers and their non-availability may result in customer loss. Store brands are clearly 

concerned with achieving sales targets. 

 

Low-priced goods not only attract customers but motivate customers to buy other goods too kept 

in store. Some stock keeping units (SKUs) create excitement and theatre in stores while other 

SKUs depict latest fashion and imported goods under same roof. Some SKUs sometimes have 

been observed for latest fashion and known for first arrivals. 

 
 

3. Category Assessment: 



         DNYANSAGAR ARTS AND COMMERCE COLLEGE, BALEWADI, PUNE – 45 

 

          SUBJECT: Retail Management               CLASS: SYBBA III SEM (2019 PATTERN) 

 

 

Prof. Maya Jadhav                                                                                                          ww.dacc.edu.in  
 

 

Under category assessment step, the retailer conduct an analysis of the category’s sub categories, 

segments with respect to sales, turnover, profits, return on assets by reviewing consumer, market, 

retailer and supplier information. Category assessment requires a variety of analytical measures 

designed to determine the strengths, weaknesses, opportunities and threats of a particular 

category. It provides the retailer an opportunity to identify future prospects in the category. 

 

The retailer’s objective to assess categories is to know (a) whether to continue with the present 

category categorization, (b) Which categories require additional effort to generate profits, (c) 

What are the areas of highest turnover, profit, and return on asset improvement opportunities, 

and lastly to know the gaps existed between the chosen 

category and the present performance level of the category. Besides analytical tools, retailer 

sometimes assesses the categories with the help of data on the customers, suppliers or 

competitors. 

 

4. Category Performance: 

 

Measuring category performance is the fourth step in the category management process in which 

the retailer develops bottom-line and benchmark to measure the performance of the categories. It 

involves setting measurable targets in terms of sales, volume, margins, and gross margin return 

on investment (GMROI). 

 

Establishing category performance measures are essential for measuring performance of a 

particular category which later on becomes base for further improvement within the category. 

Category performance measures basically represent the category score card that result in target 

objectives that are set by the retailer and supplier for the achievement of the implementation of 

the category business plan. 
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5. Category Strategy: 

 

Under this stage of category management business process, retailers develop marketing and 

product supply strategies that determine the category role and performance objectives. The basic 

purpose behind developing strategies is the retailer’s intention to capitalize on category 

opportunities through creative and optimum utilization of available resources assigned to a 

category. 

 

The sub objectives are: 

 

I. How to horizontally position a store’s own brand relative to the incumbent national brand and 

 

II. How to price the store and national brands for retail category profit maximization. 

 

Following seven are the widely applied category management strategies: 

 

(i) Traffic Building: 

 

Traffic building strategy is used to draw customers’ attention towards store, aisle, and/ or 

category. This is usually achieved through advertising relatively low priced goods (having 

enough price difference from the everyday). This strategy typically applies to products that are 
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most price sensitive, have high degree of household penetration, need frequent purchases, 

frequently promoted, having high sales in the category and generate major portion of sales. 

 

(ii) Turf Protecting: 

A turf protecting strategy (also known as super traffic building) basically is applied to defend the 

category sales and market share against a known competitor through competitive based pricing. 

This policy is only deployed when absolutely essential because it is generally an expensive 

strategy in terms of profit impact products with large transaction size that are under intense 

pressure from a defined competitor are considered under turf protection strategy. Turf protection 

strategy should be applied carefully as and when required because of the essential margin 

investment. However, proper use of a turf protection strategy can assist the retailer in creating a 

positive overall price image. Implementing turf protecting strategy requires that if the competitor 

reduces prices or prices fall in the market, the retailer will follow with price reductions to 

maintain turf protection strategy. 

 

(iii) Transaction Building: 

 

This strategy is issued to increase the sales of a particular category by emphasizing larger sales, 

multi packs, goods with trade-up options, aggressively pricing and promotion large transactions 

size terms, and goods that are subject to impulse purchase. 

 

(iv) Profit Generating: 

 

This strategy is used to generate profits by focusing on sub-category or parts of the category 

while keeping prices within competitive ranges. Products generating higher margins usually have 

a substantial amount of loyalty and which are not like less price sensitive items, with higher than 

category average gross margins are commonly used in this category. Store’s own brands also 

come under profit generators. 

 

(v) Excitement Generating: 

 

This strategy is used to create excitement to a particular category by communicating a sense of 

dire need (urgency), or opportunity to the prospect. Seasonal items, latest arrivals, special items, 

limited edition, rapidly growing segments, fashion trends, and high items with a high incidence 

of impulse purchasing, come under this category. 

 

(vi) Cash Generating: 

 

This strategy is used to generate cash flow to ensure the retailer a balanced cash flow across the 

categories in a store to meet operating cash requirements, larger sales volume products, fast 

turning products, low inventory turnover goods, and goods with favorable payment terms come 

under this category. 

 

(vii) Image Enhancing: 
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This strategy is used to enhance retailer’s image before customers in one or more of the 

following aspects: 

 

a. Quality 

 

b. Variety 

 

c. Price 

d. Service 

 

e. Presentation 

 

f. Delivery 

 

g. Brands Available 

 

Examples with regard to image enhancing are:, offering live fishes to customers stocked in fish 

tanks, exclusive product offerings, combo offers, happy meal menus, meal solution suggestions, 

wide product assortment, luxury brand assortment, competitive pricing, easy loan options, 

multiple modes of payment, feel of the product, etc. 

 

6. Category Tactics: 

 

Categories tactics are used to determine the optimal category assortment, pricing promotions, 

and shelf penetration, essential to ensure that strategies put are on right track. Category tactics 

determine and authenticate the specific actions that are required to implement the category 

strategies developed earlier. 

 

The areas covered under category tactics vary from retailer to retailer and place to place. But 

pricing, promotions, assortments and the store’s overall presentation are few commonly used 

areas where tactics are developed. 

 

Therefore, it is expected from a supplier to do proper amount of value addition depending upon 

the role expected from a category; by assessing this retailers further develop proper strategies. 

For instance, a SKU may play convenience role for one retailer but a destination role for another. 

 

Therefore, while developing the category, category captain (usually supplier) should take an 

overall view of the category and create a framework suggesting for marketing (traffic building, 

profit generating, and image enhancing etc.) as well as ensuring product supply. The retailing 

format (departmental, destination, hypermarkets, etc.) and the product’s stage in a product life 

cycle should be taken into consideration. 

 

7. Category Implementation: 
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This step is used to implement the category business plan through a systematic schedule and list 

of responsibilities. Implementing category plan as per the objectives laid down, is the path to the 

success of category management. 

 

A typical category plan under implementation stage includes: 

 

I. What specific tasks need to be done? 

 

II. When to do, 

 

III. Where to do, and 

 

IV. Who will do it 

Therefore, in a short, implementing category plan on the part of a retailer requires to decide 

what, where, when a task to accomplish and by whom. 

 

8. Category Revision: 

 

This is the final step in a typical category management business plan. Category review enables a 

retailer and concerned supplier to gauge the performance of a category and identify key areas of 

opportunity and threats to overcome by adopting alternate plans. 

 

As today category management is an important strategic plan, it becomes imperative for a 

supplier to revisit the dynamics of the category and the appropriate strategies and tactics. This 

will enable a supplier to measure performance against the appropriate strategies and tactics. 

 

In this regard, one thing should be noted that category business plans are subject to change with 

regard to change in assumptions laid down. For instance, incase of any specific change in 

business environment, assumptions made earlier may not hold validate. Therefore, business plan 

must be modified with respect to change in underlying assumptions without any delay. 
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Unit 4 

 

RETAIL MARKETING MIX 

 

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. 

 

 

The retail marketing mix 

 

Marketing is an underlying philosophy that guides business activities, but how does a retailer do 

marketing? A retailer must engage in planning, research and analysis before implementing a 

marketing strategy. At the core of any retail marketing plan is the mix consisting of the four Ps 

(Product, Price, Place and Promotion) of marketing. The following images show retail examples 

of each of the elements of the mix and the next activity describes each element of the mix 

further. 

 

Retail Marketing Mix: The Four Ps of Retail Marketing 

 

Retailers use various advertising and communication tools to grow awareness and considerations 

with future customers. Finding the right marketing mix can lead to a profitable growth and a 

higher return on investment. By considering the right advertising strategy retailers can persuade 

consumers to choose to do business with their retail brand. The fundamental approach used my 

modern retailers in marketing their products is the Four Ps of Retail Marketing. 

 

Product: There are two primary types of merchandise. Hard or durable goods like appliances, 

electronics, and sporting equipment. And soft goods like clothing, household items, cosmetics, 

and paper products. Some retailers carry a range of hard and soft items like a supermarket or a 
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major retail chain while many smaller retailers only carry one category of goods, like a boutique 

clothing store. 

 

Price: Pricing is a key element to any retail strategy. The retail price needs to cover the cost of 

goods as well as additional overhead costs. There are four primary pricing strategies used by 

retailers: 

 

1. Everyday low pricing: The retailer operates in thin margins and attracts customers 

interested in the lowest possible price. This strategy is used by big box retailers like Wal- 

Mart and Target. 

2. High/low pricing: The retailer starts with a high price and later reduces the price when 

the item’s popularity fades. This strategy is mainly used by small to mid-sized retailers. 

3. Competitive pricing: The retailer bases the price on what their competition is charging. 

This strategy is often used after the retailer has exhausted the higher pricing strategy 

(high/low pricing). 

4. Psychological pricing: The retailer sets the price of items with odd numbers that 

consumers perceive as being lower than they actually are. For example, a list price of 

$1.95 is associated with spending $1 rather than $2 in the customers mind. This strategy 

is also called pricing ending or charm pricing. 

 

Place: The place is where the retailer conducts business with its customers. The place can be a 

physical retail location or a non-physical space like a catalog company or an e-store. While most 

retailers are small, independently owned operations (over 90%), over 50% of retail sales are 

generated by major retailers often called “big box retailers” (see the list of the top 20 big box 

retailers below). 

 

Promotion: Promotion is the final marketing mix elements. Promotions include personal selling, 

advertising, sales promotion, direct marketing, and publicity. A promotional mix specifies how 

much attention to pay to each tactic, and how much money to budget for each. A promotion 

canhave a wide range of objectives, including increasing sales, new product acceptance, creation 

of brand equity, positioning, competitive retaliations, or the creation of a corporate image. 

 

 

Product 

 

Products are also termed as Merchandise. Product refers to the bundle of tangible & 

intangible attributes that a seller offers to a buyer in return of a particular predefined amount 

of payment in a particular mode. The different products that the store offers are termed as 

the Merchandise Mix. Therefore the Product Mix is the total variety of products a firm sells. 
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Product mix 

It is a combination of product lines within a company. A company like HUL has a 

numerous products like shampoos, detergents, soaps etc. the combination of all these 

products lines is the product mix. 

Product lines 

It generally refers to a type of product within an organisation. As the organisation can 

have a number of different types products, it will have similar number of product lines. 

Thus, in Nestle, there are milk based products like milkmaid, food products like Maggi, 

chocolate products like kitkat & other such products lines. 

 

Length of the product mix 

If a company has 4 product lines & 10 products within product lines than the length of 

the product mix is 40. Thus, the total number of products against the total number of 

product lines forms the length of the product mix. This equation is also known as 

product line length. 

 

Width of the product mix 

Where product line length refers to the total number of product lines & the products 

within the product lines, the width of the products mix is equal to number of products 

lines within a company. Thus, taking the above example if there are four product lines 

within the company & ten products within each product line then the product line is  

four only. 

 

Depth of the product mix 

It is fairly easy to understand what depth of the product mix will mean where length & 

width were a function of the number of product lines, the depth of the product mix is  

the total number of products within a number line. 

Product line consistency 

The lesser the variations between the products, the more is the product line consistency. 
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DECISION RELATED TO SELECTION OF GOODS (MERCHANDISE 

MANAGEMENT) 

 

Inventory & Merchandise manager is required to train, coach & direct customer service 

associates in customers service, receiving processes, product merchandising & labelling 

compliances, housekeeping & other tasks for efficient store operations. 

Merchandise plan should: 

Develop better merchandise assortment plans at Store. Increase store promotion profitability & 

increase turns. Make better pricing decisions for improved margins. 

Determining cost & profitability of each category of product. 

Setting merchandise budgets & plans considerations & methods. 

 

Definition & assessment of control techniques break even analysis, EOQ, re-order levels 

JIT, cyclical provision, stock control procedures, rate of stock –turn, DPP. 

 

Appraisal of stock-holdings methods & stock taking methods-analysis & control of stock loss. 

Principles of stock presentations- product positioning, management. Application of 

information technology to merchandise management. Control & evaluation of branches, 

departments-profitability. 

Assessment & Selection of suppliers merchandise & location. 

Evaluation & selection of distribution channels; supply chain management; negotiations and 

considerations. 

Selection of suppliers-methods & consideration. 

Selection of merchandise, determination of order quantity-influences & considerations. 

Applications of information technology to the selection & ordering process.Own brand 

merchandise-strategies & considerations. 

 

 

Pricing – Influencing factors – approaches to pricing – price sensitivity - Value pricing – 

Markdown pricing. 
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One of the four major elements of the marketing mix is price. It is one of the four P's. Price, 

Product, Promotion and Place, or where the product is distributed. 

 

The price is a very significant factor in determining the other elements of the marketing mix. 

Price determines the consumer group that will be targeted, as well as the advertising and 

promotion and distribution. 

 

 

Method adopted by a firm to set its selling price. It usually depends on the firm's average costs, 

and on the customer's perceived value of the product in comparison to his or her perceived value 

of the competing products. Different pricing methods place varying degree of emphasis on 

selection, estimation, and evaluation of costs, comparative analysis, and market situation. See 

also pricing strategy. 

 

Pricing is one of the most important elements of the marketing mix, as it is the only element of 

the marketing mix, which generates a turnover for the organisation. The other 3 elements of the 

marketing mix are the variable cost for the organisation; 

 

Product - It costs to design and produce your products. 

Place - It costs to distribute your products. 

Promotion - It costs to promote your products. 

 

Price must support the other elements of the marketing mix. Pricing is difficult and must reflect 

supply and demand relationship. Pricing a product too high or too low could mean lost sales for 

the organisation. 
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Pricing Factors 

 

Pricing should take the following factors into account: 

 

• Fixed and variable costs 

• Competition 

• Company objectives 

• Proposed positioning strategies 

• Target group and willingness to pay 

 

An organisation can adopt a number of pricing strategies, the pricing strategy will usually be 

based on corporate objectives. 
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Types Of Pricing Strategies 

 

The table below explains different pricing methods and price strategies with an example of each 

pricing strategy 

 

 
Pricing 

Strategy 
Definition Example 

Example Here the organisation sets a 

low price to increase sales and 

market share. Once market 

share has been captured the 

firm may well then increase 

their price. 

A television satellite company 

sets a low price to get 

subscribers then increases the 

price as their customer base 

increases. 

Skimming Pricing The organisation sets an initial 

high price and then slowly 

lowers the price to make the 

product available to a wider 

market. The objective is to 

skim profits of the market layer 

by layer. 

A games console company 

reduces the price of their 

console over 5 years, charging 

a premium at launch and lowest 

price near the end of its life 

cycle. 

Competition Pricing 
Setting a price in 

comparison with 

competitors. In reality a 

firm has three options and 

these are to price lower, 

price the same or price 

higher than 

competitors 

Some firms offer a price 

matching service to match 

what their competitors are 

offering. Others will go 

further and refund back to 

the customer more money 

than the difference 

between their price and the 

competitor's price 

. 
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Factors Influencing Pricing Decisions 

 

1. Price-quality relationship: 

 

Customers use price as an indicator of quality, particularly for products where objective 

measurement of quality is not possible, such as drinks and perfumes. Price strongly influences 

quality perceptions of such products. 

 

If a product is priced higher, the instinctive judgment of the customer is that the quality of the 

product must be higher, unless he can objectively justify otherwise. 

 

2. Product line pricing: 

 

A company extends its product line rather than reduce price of its existing brand, when a 

competitor launches a low price brand that threatens to eat into its market share. It launches a 

low price fighter brand to compete with low price competitor brands. 

 

The company is able to protect the image of its premium brand, which continues to be sold at a 

higher price. At a later stage, it produces a range of brands at different price points, which serve 

segments of varying price sensitivities. 

 

And when a customer shows the inclination to trade up, it persuades him to buy one of its own 

premium brands. Similarly, if a customer of one of its premium brands wants to trade down, it 

encourages him to buy one of its value brands. 

 

But, it is not easy to maintain a portfolio of brands in the same product category. The company 

needs to endow each of its brands with an independent personality, and identify it with a 

segment. 

 

A company’s brands should not be floating around, willing to grab any customer that they can, 

but they should be specifically targeted at segments—customers of the target segment should 

like the brand, but customers of other segments should not like it enough to buy it. 

3. Explicability: 

 

The company should be able to justify the price it is charging, especially if it is on the higher 

side. Consumer product companies have to send cues to the customers about the high quality and 

the superiority of the product. 

 

A superior finish, fine aesthetics or superior packaging can give positive cues to the customers 

when they cannot objectively measure the quality of the offering. A company should be aware of 

the features of the product that the customers can objectively evaluate and should ensure superior 

performance of those features. 
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In industrial markets, the capability of salespeople to explain a high price to customers may 

allow them to charge higher prices. Where customers demand economic justifications of prices, 

the inability to produce cost arguments may mean that high price cannot be charged. 

 

A customer may reject a price that does not seem to reflect the cost of producing the product. 

Sometimes it may have to be explained that premium price was needed to cover R&D 

expenditure, the benefits of which the customer is going to enjoy. 

 

4. Competition: 

 

A company should be able to anticipate reactions of competitors to its pricing policies and 

moves. Competitors can negate the advantages that a company might be hoping to make with its 

pricing policies. A company reduces its price to gain market share. 

 

One or more competitors can decide to match the cut, thwarting the ambitions of the company to 

gamer market share. But all competitors are not same and their approaches and reactions to 

pricing moves of the company are different. 

 

The company has to take care while defining competition. The first level of competitors offers 

technically similar products. There is direct competition between brands which define their 

businesses and customers in similar way. 

 

Reactions of such competitors are very swift and the company will have to study each of its 

major competitors and find out their business objectives and cash positions.Competitors who 

have similar ambitions to increase their market share and have deep pockets will swiftly reduce 

price if any one of them reduces prices. A telephone company offering landline services has all 

telephone companies offering landline services as its first level of competitors. 

 

The second level of competition is dissimilar products serving the same need in a similar way. 

Such competitors’ initial belief is that they are not being affected by the pricing moves of the 

company. 

 

But once it sinks in that they are being affected adversely by the pricing moves of a company 

that seemingly belongs to another industry, they will take swift retaliatory actions. The telephone 

company has the mobile phone operators as its second level of competitors. 

 

The third level of competition would come from products serving the problem in a dissimilar 

way. Again such competitors do not believe that they will be affected. But once convinced that 

they are being affected adversely, swift retaliation should be expected. 

 

The retaliation of third level is difficult to comprehend as their business premises and cost 

structures are very different from the company in question. Companies offering e-mail service 

are competitors at the third level of the telephone company. A company must take into account 
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all three levels of competition. 

5. Negotiating margins: 

 

A customer may expect its supplier to reduce price, and in such situations the price that the 

customer pays is different from the list price. Such discounts are pervasive in business markets, 

and take the form of order-size discounts, competitive discounts, fast payment discounts, annual 

volume bonus and promotions allowance. 

 

Negotiating margins should be built, which allow price to fall from list price levels but still 

permit profitable transactions. It is important that the company anticipates the discounts that it 

will have to grant to gain and retain business and adjust its list price accordingly. If the company 

does not build potential discounts into its list price, the discounts will have to come from the 

company’s profits. 

 

6. Effect on distributors and retailers: 

 

When products are sold through intermediaries like retailers, the list price to customers must 

reflect the margins required by them Sometimes list prices will be high because middlemen want 

higher margins. 

 

But some retailers can afford to sell below the list price to customers. They run low-cost 

operations and can manage with lower margins. They pass on some part of their own margins to 

customers. 

 

7. Political factors: 

 

Where price is out of line with manufacturing costs, political pressure may act to force down 

prices. Exploitation of a monopoly position may bring short term profits but incurs backlash of a 

public enquiry into pricing policies. It may also invite customer wrath and cause switching upon 

the introduction of suitable alternatives. 

 

8. Earning very high profits: 

 

It is never wise to earn extraordinarily profits, even if current circumstances allow the company 

to charge high prices. The pioneer companies are able to charge high prices, due to lack of 

alternatives available to the customers. 

 

The company’s high profits lure competitors who are enticed by the possibility of making 

profits. The entry of competitors in hordes puts tremendous pressure on price and the pioneer 

company is forced to reduce its price. But if the pioneer had been satisfied with lesser profits, the 

competitors would have kept away for a longer time, and it would have got sufficient time to 

consolidate its position. 

 

9. Charging very low prices: 
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It may not help a company’s cause if it charges low prices when its major competitors are 

charging much higher prices. Customers come to believe that adequate quality can be provided 

only at the prices being charged by the major companies. 

 

If a company introduces very low prices, customers suspect its quality and do not buy the 

product in spite of the low price. If the cost structure of the company allows, it should stay in 

business at the low price. Slowly, as some customers buy the product, they spread the news of its 

adequate quality. 

 

The customers’ belief about the quality-price equation starts changing. They start believing that 

adequate quality can be provided at lower prices. The companies which have been charging 

higher prices come under fire from customers. They either have to reduce their prices or quit. 

o charge high prices. The pioneer companies are able to charge high prices, due to lack of 

alternatives available to the customers. 

 

The company’s high profits lure competitors who are enticed by the possibility of making 

profits. The entry of competitors in hordes puts tremendous pressure on price and the pioneer 

company is forced to reduce its price. But if the pioneer had been satisfied with lesser profits, the 

competitors would have kept away for a longer time, and it would have got sufficient time to 

consolidate its position. 

 

10. Charging very low prices: 

 

It may not help a company’s cause if it charges low prices when its major competitors are 

charging much higher prices. Customers come to believe that adequate quality can be provided 

only at the prices being charged by the major companies. 

 

If a company introduces very low prices, customers suspect its quality and do not buy the 

product in spite of the low price. If the cost structure of the company allows, it should stay in 

business at the low price. Slowly, as some customers buy the product, they spread the news of its 

adequate quality. 

 

The customers’ belief about the quality-price equation starts changing. They start believing that 

adequate quality can be provided at lower prices. The companies which have been charging 

higher prices come under fire from customers. They either have to reduce their prices or quit. 

 


