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INTRODUCTION
The Indian retail industry - a sun rise industry has registered a strong growth during the recent past, which is
evidenced, in terms of volume, size of operations and style of functioning across the nation. A shift from
traditional retailing to well organized retailing has-been very much noticeable and that stands to testify the
pattern of development in the retail industry in India. However in India, even now most of the retail business
rely on unorganized retil business units each one is spread smaller in size catering to the needs of
neighborhood areas.

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

Contents | Introduction to retailing: Definition and scope, evolution of retailing, types of retail, trends
in retailing industry, benefits of retailing, retailing environment.

'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 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.

EVOLUTION OF RETAILING
® Traditionally retailing in India can be traced to
— The emergence of the neighborhood ‘Kirana’ stores catering to the convenience of the
consumers
— Era of government support for rural retail: Indigenous franchise model of store chains run by
Khadi & Village Industries Commission
® 1980s experienced slow change as India began to open up economy.
® Textiles sector with companies like Bombay Dyeing, Raymond's, S Kumar's and Grasim first saw the
emergence of retail chains
® Later Titan successfully created an organized retailing concept and established a series of
showrooms for its premium watches
® The latter half of the 1990s saw a fresh wave of entrants with a shift from Manufactures to Pure
Retailers.
® For e.g. Food World, Subhiksha and Nilgiris in food and FMCG; Planet M and Music World in music;
Crossword and Fountainhead in books.
® Post 1995 onwards saw an emergence of shopping centers,
— mainly in urban areas, with facilities like car parking
— ftargeted to provide a complete destination experience for all segments of society
® Emergence of hyper and super markets trying to provide customer with 3 V’s - Value, Variety and
Volume
® Expanding target consumer segment: The Sachet revolution - example of reaching to the bottom of
the pyramid.
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RETAILING TYPES IN INDIA

® Malls: The largest form of organized retailing today. Located mainly in metro cities, in proximity to
urban outskirts. Ranges from 60,000 sqft to 7,00,000sqft and above. They lend an ideal shopping
experience with an amalgamation of product, service and entertainment, all under a common roof.
Examples include Shoppers Stop, Piramyd, Pantaloon.

® Specialty Stores: Chains such as the Bangalore based Kids Kemp, the Mumbai books retailer Crossword,
RPG's Music World and the Times Group's music chain Planet M, are focusing on specific market
segments and have established themselves strongly in their sectors.

® Discount Stores: As the name suggests, discount stores or factory outlets, offer discounts on the MRP
through selling in bulk reaching economies of scale or excess stock left over at the season. The product
category can range from a variety of perishable/ non perishable goods

® Department Stores: Large stores ranging from 20000-50000 sq. ft, catering to a variety of consumer
needs. Further classified into localized departments such as clothing, toys, home, groceries, etc.

® Department Stores: Departmental Stores are expected to take over the apparel business from exclusive
brand showrooms. Among these, the biggest success is K Raheja's Shoppers Stop, which started in
Mumbai and now has more than seven large stores (over 30,000 sq. ft) across India and even has its
own in store brand for clothes called Stop!.

® Hyper marts/Supermarkets: Large self service outlets, catering to varied shopper needs are termed as
Supermarkets. These are located in or near residential high streets. These stores today contribute to
30% of all food & grocery organized retail sales. Super Markets can further be classified in to mini
supermarkets typically 1,000 sqft to 2,000 sqgft and large supermarkets ranging from of 3,500 sqft to
5,000 sq ft. having a strong focus on food & grocery and personal sales.

® Convenience Stores: These are relatively small stores 400-2,000 sq. feet located near residential
areas. They stock a limited range of high-turnover convenience products and are usually open for
extended periods during the day, seven days a week. Prices are slightly higher due to the convenience
premium.

® MBO'’s: Multi Brand outlets, also known as Category Killers, offer several brands across a single product
category. These usually do well in busy market places and Metros.

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,
Music World, 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 the beginning
of new formats:
e Hyper marts
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
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to the urban markets in the country. Even there, large chunks are yet to feel the impact of organized 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

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.

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
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.
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UNIT - 1I
Retail purchasing and pricing: Purchase management- Merchandise purchasing, open to buy, open to buy
planning, analyzing the merchandise performance, Pricing strategies:-every day pricing, competitive based
pricing, price skimming, marketoriented pricing, marginal cost pricing. Retail price strategies: - mark-up
pricing, vendor pricing, competitive pricing, psychological pricing.

RETAIL BUYING/PURCHASING
*  Who participates?
*  What happens?
*  What causes or influences a specific decision?
The retail buying process - who participates?
OBB theory discusses a ‘buying centre’ or ‘decision-making unit’ (DMU) comprising:
* User - product is purchased on behalf of user
» Influencer - a specialist who advises on the problem (e.g. technical, textile technologist, designer)
* Decider - has responsibility to purchase
* Buyer - involved in day to day activity (might also be the decider)
* Gatekeeper - information on issues such as products or markets distributed via gatekeeper

The retail buying process - What happens?
A suggested staged process undertaken before a buying decision is made (the ‘buy-phases’)
* Recognition of retail customer need
»  Write specification of product to satisfy need
» Search for a supplier that can produce a product which meets specification
* Choose supplier that meets supply requirements
* Specify the order (time, quantity, delivery)
* Evaluate performance of product and supplier
The retail buying process - What causes or influences the OBB decision?

Personal (buyer’s values &
eliefs)

Interactional including potentia

sSupplie
Organisational influences on

the buyer

Macro-environmental

MERCHANDISING
» Retail Merchandising refers to the various activities which contribute to the sale of products to the
consumers for their end use. Every retail store has its own line of merchandise to offer to the
customers. The display of the merchandise plays an important role in attracting the customers into the
store and prompting them to purchase as well

» Merchandising helps in the attractive display of the products at the store in order to increase their sale
and generate revenues for the retail store.
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» Merchandising helps in the sensible presentation of the products available for sale to entice the
customers and make them a brand loyalist

Promotional Merchandising - The ways the products are displayed and stocked on the shelves play an

important role in influencing the buying behavior of the individuals. A merchandiser maximizes the sale of the

products by:

Attractive packaging - The packaging of the merchandise goes a long way in improving the brand value of
the product. A product kept in a nice box would definitely catch the attention of the customers.

Impressive presentation of the Product The display of the products at the retail store must entice the
customers. The merchandiser in coordination with the store manager must ensure that the products are
according to the season as well as latest trends.
The merchandiser must
*  Source something which is unique and not available at any other retail store.
» Never compromise on quality of the merchandise. Compromising on quality costs later.
»= Source merchandise as per the season and climate.
By mid of August and early September, the summer merchandise is generally on a close out and stores
begin stocking merchandise for the winter season. Warm clothing, full sleeves apparels, jackets, pullovers
start replacing cut sleeves, capris, ankle length dresses, shorts and so on. Colourful clothes dominate the
shelves as compared to the subtle colours in summers.
The type of product sourced also depends on the climatic conditions of the place.
A Reebok store in Central India or Southern India would stock summer merchandise between April to
September whereas a retail store under the same brand somewhere in a cold area would source woollen
merchandise along with summer clothing as per the demand of the season.

Unique Pricing (Discounts) - Attractive prices, discounts, rebates also bring customers to the store.
Promotional schemes, gifts - Coupons and attractive gifts make shopping a pleasurable experience for
the customers.

MERCHANDISING TIPS

* The merchandiser must source products according to the latest trends and season.

* The merchandise should be as per the age, sex and taste of the target market.

» Merchandise for children should be in line with cartoon characters (like Barbie, Pokemon etc) to
excite them.

The target market of Zodiac Clothing Company Limited mainly comprises of office goers and

professionals. The merchandise (shirts, trousers, neck ties, belts) is as per the taste of the

professionals. Beach house shirts would have no takers in such a store.

» The merchandiser ideally works on the “invariant right” principle. Since most of us are right handed,
itis a common tendency that customers entering into retail store would first go towards the
right side of the store. The merchandiser should display the unique and expensive collections on the
right side of the store to entice the customers.

» The set up of the store should be such that once a customer enters into a store, he has to walk
through each and every department.

» The shelves should be stocked with the latest trends. The merchandise should be well organized on
the racks according to their size and pattern.

= [tis the key responsibility of the merchandiser to create an attractive display to pull the customers

into the store. Once the customer steps into the store, he would definitely buy something or the other.
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MERCHANDISING PURCHASING
The merchandise purchasing process consists of five steps: identifying the sources of supply, contacting the
sources of supply, evaluating the sources of supply, negotiating with the sources of supply, and purchasing
from the sources of supply.
The first step in the merchandise purchasing process deals with determining the type of channel to be used
for purchasing each line of merchandise. The retailer can consider different sources of supply: raw-resource
producers, manufacturers, wholesalers and resident purchasing offices.
The second step in the merchandise purchasing process involves contacting the various sources of supply.
Both the vendor and the retailer can initiate the contact process. Contacts initiated by vendors involve store
visits by vendors' sales personnel or mail or telephone inquiries. Contacts initiated by retailer include visiting
central markets, resident purchasing offices, and merchandise trade shows, and making telephone and mail
inquiries.
The third step in the merchandise purchasing process deals with the evaluation of several prospective
vendors. Retailers evaluate vendors on the basis of a) suitability, availability and the adaptability of the
merchandise being offered, b) the exclusiveness of the merchandise offered and the vendor's distribution
policies, c) the appropriateness of the vendor's price, d) the type and amount of promotional support offered
by the vendor, and e) the type and amount of additional services provided by the vendor. Retailers can use a
weighted rating method to evaluate vendors.
The fourth step in the merchandise purchasing process involves negotiating with the sources of supply.
Retailers usually negotiate on price and service issues. Retailers should also consider the various
transportation and handling issues that influence the cost of sourcing new merchandise.
In the fifth and final step of the merchandise purchasing process, the actual purchasing takes place.
Retailers can purchase all the merchandise from a few vendors or from a number of different suppliers. They
can also choose from different purchasing methods like regular, consignment, memorandum, approval or
specification.
The merchandise handling process is as important as the merchandise purchasing process. This process
involves developing a plan to get the merchandise carefully into the store and place it on the shelves for sale.
Merchandise handling includes processing, receiving and storing merchandise, pricing and marking the
inventory, arranging displays and on-floor assortments, customer transactions, delivering the goods, handling
the goods that are returned by customers, taking decisions regarding damaged merchandise, and finally,
controlling and monitoring losses due to merchandise pilferage.
Once a retailer develops a strategy for handling merchandise, a reorder procedure must be developed. This
procedure depends on various factors like the time taken by the retailer to process the order, the time taken by
the vendor to fulfill the order, the inventory turnover rate, the financial expenditure and the cost of holding
inventory versus the cost of ordering merchandise. The retailer should re-evaluate the complete
merchandising process periodically.
The hundreds of transactions that take place between retailers and vendors can give rise to a number of
ethical and legal issues. These issues must be addressed by both retailers and vendors.

RETAIL PRICING and MERCHANDISING PERFORMANCE

Price is an integral part of the retail marketing mix. It is the factor, which is the source of revenue for the
retailer. The price of the merchandise also communicates the image of the retail store to the customers.
Various factors like the target market; store policies, competition and the economic conditions need to be
taken into consideration while arriving at the price of a product.

- The first factor to be taken into consideration is the demand for the product and the target market. Who is
this product meant for and what is the value proposition for the consumer. In some cases, the price of the
product is linked to the quality. This is generally in the case of products like electronics, where a high priced
product is perceived to be of good quality. On the other hand, for products like designer clothing, a certain
section of the population may be willing to pay a premium price. Hence, it is very essential that the buyer is
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clear about the target market for the producer and the value proposition that they would look for.

- The stores policies and the images to be created also influence the pricing of a product. Retailers who want
create a prestige image may opt for a higher pricing policy, while the retailer who wants topenetrate the
market, may decide to offer a value for money proposition.

- Competition for the product and the competitor’s price for similar product in the market also need to be
taken into consideration. In case the product is unique and does not have any competition, itcan command a
premium prices on the other hand, in case there after a fair number of similar products in the market, the
prices of such product need to be taken into consideration before fixing theprice.

- The economic conditions prevalent at the /

times play a major role in the pricing Policy. sftore pe

For example, during an economic slowdown, Brand image

prices are generally lowered to generate Customer
more sales. The demand and supply situation Loyalty l

in the market also affects Prices. If the
demand is more than the supply, prices can

be premium, however, when supply is mores

than the demand, pr ices had to be Targelr Walset Cempetiter's
economical & Demand Price

The various factors affecting retail pricing / \
Product Features T

are illustrated in the fig. shown here:

The pricing objectives should be in i [E@@:«a@ﬂ@
agreement with the mission statement and Comdltfons

merchandising policies of the retail
organization.

Consumer

ELEMENTS OF RETAIL PRICE:

The first element to be considered is the Cost of Goods, which is the cost of the merchandise and various
other expenses that are involved in the movement of the goods from the manufacturer to the actual store.
These expenses may be fixed or Variable.

Fixed Expenses are those, which do not vary with the quantity of the sale or business done. Sop rents and
head office costs fall into this category. The level of sales directly affects the variable expenses.

Merchandise margins and the product mix, however, are variable, and their management can either enhance
or destroy Profitability.

The profit to be earned from the merchandises must be planned before fixing the retail price. The profit
figure arrived at, can be expressed as a percentage of the retail price or as a percentage of the cost price.
Thus, the following formulae would apply:

Make Up Per cent (Based on Retail Price) = Mark Up in Rupees / Retail Price and, Mark Up Per cent (Based on
Cost) = Mark up in Rupees / Cost.

Let us under strand this concept with the help of the following illustration.

Assume that the cost of the merchandise of an item I s Rs 200 and the mark up is Rs 150. The mark up
percentage based one the retail price would work out to 37.5%.

The retail price has been calculated as 200+150 = 350.

Mark Up percentage on retail = 150 / 350 = 42.86%
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Based on the cost price, the mark up percentage can be calculated as under:
Mark Up percentage on cost = 150 / 200 = 75 %.

DEVELOPING A PRICING STRATEGY

The pricing strategy adopted by a retailer can be cost-oriented, demand oriented or competition-oriented.

In Cost-oriented pricing, a basic mark up is added to the cost of the merchandise, to arrive at the price.
Here, retail price is considered to be function of the cost and the mark up.

Thus, Retail Price = Cost + mark up

If this formula is rearranged, we get

Cost = Retail Price - Mark up and,

Mark up = Retail Price- Cost.

The difference between the selling price and the cost is considered to be the mark up and should cover for
the operating expenses and the transportation, etc. Mark up percentages may be calculated on the retail price
or on the cost. They are calculated as under.

Mark up % (at retail) = (Retail Selling Price - Merchandise Cost) / Retail Selling Price

Mark up % (at cost) = (Retail Selling Price - Merchandise Cost) / merchandise Cost

When the buyer is aware of the mark up percentages required and of the selling price, he can also work out
the price at which he actually needs to procure the product.

Demand-oriented pricing - focuses on the quantities that the customers would buy at various prices. It
largely depends on the perceived value attached to the product by the customer. Sometimes, a high priced
product is perceived to be of a high quality and a low priced product is perceived to be of a low quality. An
understanding of the target market and the value proposition that they would look for is the key to demand
oriented pricing.

When the prices adopted by the competitors play a key role in determining the price of the product, then
competition-oriented pricing is said to follow. Here, the retailer may price the product on par with the
competition, above the competitor’s price or below that price.

APPROACHES TO A PRICING STRATEGY

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

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

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

4. Price bundling Here, the retailer bundles a few products together and offers them at a particular price. For
example, a company may sell a PC at a fixed price and the package may include a printer and a web camera.
Another example is that of the Value Meal offered by McDonald’s. Price bundling may increase the sales of
related items.

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

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

8. 0dd Pricing Retail prices are set in such a manner that the prices end in odd numbers, such as Rs 99.99 or
Rs 199, Rs 299,etc.

9. Mark-up Pricing - Markup on cost can be calculated by adding a pre-set (often industry standard) profit
margin, or percentage, to the cost of the merchandise.

10. Markup on retail is determined by dividing the dollar markup by retail. Be sure to keep the initial
mark-up high enough to cover price reductions, discounts, shrinkage and other anticipated expenses, and
still achieve a satisfactory profit. Retailers with a varied product selection can use different mark-ups on
each product line.

11. Vendor Pricing - Manufacturer suggested retail price (MSRP) is a common strategy used by the smaller
retail shops to avoid price wars and still maintain a decent profit. Some suppliers have minimum
advertised prices but also suggest the retail pricing. By pricing products with the suggested retail prices
supplied by the vendor, the retailer is out of the decision-making process. Another issue with using pre-set
prices is that it doesn't allow a retailer to have an advantage over the competition.

12. Competitive Pricing - Consumers have many choices and are generally willing to shop around to receive
the best price. Retailers considering a competitive pricing strategy will need to provide outstanding customer
service to stand above the competition.

13. Pricing below competition simply means pricing products lower than the competitor's price. This
strategy works well if the retailer negotiates the best prices, reduces costs and develops a marketing
strategy to focus on price specials.

14. Prestige pricing, or pricing above competition, may be considered when location, exclusivity or
unique customer service can justify higher prices. Retailers that stock high-quality merchandise that isn't
available at any other location may be quite successful in pricing their products above competitors.

15. Psychological Pricing - Psychological pricing is used when prices are set to a certain level where the
consumer perceives the price to be fair. The most common method is odd-pricing using figures that end in 5,
7 or 9. It is believed that consumers tend to round down a price of $9.95 to $9, rather than $10.

ANALYSING MERCHANDISE PERFORMANCE

There are three methods of analyzing merchandising performance:

1. ABC ANALYSIS- ABC analysis ranks merchandise by a pre-determined performance measure. This helps
determine which items should never be out of stock, which items should occasionally be allowed to be out of
stock and which items should be deleted from the stock selection. An ABC analysis can be done at any leve], for
merchandise classification from Stock Keeping Unit(SKU) to department. ABC analysis utilizes the 80:20
principles, which implies that 80% of the sales come from 20% of the products.

The first step in the ABC analysis is to rank orders SKUs, using one or more criteria. The most important
performance measure for this type of analysis is contribution margin, where Contribution margin = Net Sales
- Cost of Goods Sold - Other variable expenses. Other variable expenses can include sales commissions. Sales
can be the sales per square foot, the gross margin or the GMROL.

2. SELL THROUGH ANALYSIS - A sell through analysis is a comparison between the actual and the planned
sales, to determine as to whether early markdowns are required or whether more merchandise is needed to
satisfy demand. There is no reel, which can determine when a mark down is necessary. It depends on factors
like the past experience with the merchandise whether the merchandise is schedule to feature in advertising,
whether the vendor can reduce the buyer’s risk by providing markdown money;, etc.
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3. MULTIPLE ATTRIBUTE METHOD - This method uses a weighted average score for each vendor.

Thefollowing steps are followed:
1.Developed a list of issues to consider for decision - making - vendor reputation, service, merchandise

quality, selling history, etc.
2. Give importance weights to each attribute.
3. Make judgment about each individual brand’s performance on each issue.

4. Combine the importance and performance scores.
5. Add all to arrive at the brand scores.
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UNIT -1II
Retail marketing and promotion: Nature and scope:-relationship marketing, market strategies, retail
research Understanding the retail customer:- retail market, population analysis, demographic analysis,
consumer behavior Retail promotion Mix: - Retail promotion programme, retail advertising media,
promotional budget. Customer services: - customer services, services quality gaps, service recovery.

RETAIL MARKET STRATEGY

The word strategy comes from ancient Greece. A strategies,' as an army general, and his post was a strategia.
Over time, strategic came to mean the craft of generalship instead of just the job. The word spread to French
as strategies and then to English as "strategy"” in 1980Some of the definitions in use toWhich Steiner pointed,
include the following:

1. Strategy is that which top management does that is of great importance to the

organization.

2. Strategy refers to basic directional decisions, that is, to purposes and missions.

3. Strategy consists of the important actions necessary to realize these directions.

4. Strategy answers the question: what should the organization be doing?

5. Strategy answers the question: what are the ends we seek and how should we achieve them.

The rise and subsequent fall of strategic planning brings us to the definition of strategy put forth by Henry
Mintzberg3. According to Henry Mintzberg, people use "strategy" in several different ways, the most common
being these four:

1. Strategy is a plan, a "how," a means of getting from here to there.

2. Strategy is a pattern in actions over time; for example, a company that regularly markets very expensive
products is using a "high end" strategy.

3. Strategy is position; that is, it reflects decisions to offer particular products or services in particular markets.

4. Strategy is perspective, that is, vision and direction.

In Top Management Strategy, Benjamin Tregoe and John Zimmerman5 define strategy as "the framework
which guides those choices that determine the nature and direction of an organization”, This can be
interpreted as selecting products (or services) to offer and the markets in which to alter them.

Treacy and Wierseman identify three "value-disciplines” that can serve as the basis for strategy: operational
excellence, customer intimacy and product leadership. As with driving forces, only one of these value
disciplines can serve as the basis for strategy. Tracy and Wierseman's three value disciplines are briefly
defined below:

1. Operational Excellence-Strategy is predicated on the production and delivery of products and services.
The objective is to lead the industry in terms of price and convenience.

2. Customer Intimacy-Strategy is predicated on tailoring and shaping products and services to fit an
increasingly fine definition of the customer. The objective is long-term customer loyalty and long-term
profitability.

3. Product Leadership-Strategy is predicated on producing a continuous stream of state-of- the-art products
and services. The objective is the quick commercialization of new ideas.

Each of the three value disciplines suggests different requirements. Operational excellence implies world-class
marketing, manufacturing and distribution processes. Customer intimacy suggests staying close to the
customer and entails long-term relationships. Product leadership clearly hinges on marketfocused R & D, as
well as on organizational nimbleness and agility. What, then, is strategy? Is it a plan? Is it a method of doing
business? Is it a position taken? Strategy is all these - it is perspective, position, plan and pattern. Strategy is
the bridge between policy or high-order goals on the one hand and tactics or concrete actions on the other
Strategy and tactics together bridge the gap between ends and means. Strategy is a general framework that
provides guidance for actions to be taken and, at the same time, is shaped by the actions taken. This means
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that the necessary precondition for formulating strategy is a clear and widespread understanding of the ends
to be obtained.

| community . customer
innovation ~ strategy competence
| competition \ concept

UNDERSTANDING RETAIL CUSTOMER

The customer may always be right according to the old adage, but the customer may not always be
profitable. This is reason that many retail companies are today rethinking their customer strategies. While
the existence of the customer is integral to the existence of the retailer, the ability to understand consumers
is the key to developing a successful retail strategy. To be able to satisfy the customer, it is necessary to
understand them, their needs and how they respond to various marketing efforts done by retail
organization. As competition increases and the customer becomes knowledgeable and demanding the
retailer needs this knowledge to stay ahead of his competitors and build a competitive advantage.

An integral part of understanding customers is identifying the customer for the product or service i.e. the
target segment and the demographics o this segment their needs and buying behavior. We started by
understanding the need for studying the consumer; this is followed by a discussion on the factors that affect
the retail shopper. The decision making process that a customer undergoes while buying is then examined.
We also study the changes in the Indian consumer and understand what it means for the retailer. Lastly we
look at how the retailer can use research as a tool for understanding markets and consumers.

The need for studying consumer behavior:

A key faced by the retailer is creating products and services which would be successful in the market. An
accurate understanding of consumer need helps the retailer create product that is likely to be successful in
the market. Consumer understanding or an understanding of the consumer buying behavior is the starting
point of strategy creation. It is not only important o understand what consumers know about a product, but
also what they do not know. This helps in determining the cannels of communication and the products that
need to be created to cater the needs of the customer. Understanding consumer knowledge can also help a
firm assess how well it has achieved its product positioning goals. The firm needs to study consumers to see
how it is deemed success.

Retailers need to know the various influences that lead up to a purchase, not just the store where the
purchase as made. This includes looking at a host of external and internal influences. The process starts
with:

1) Understanding how the need for a product / service was determined
2) Understanding how information was sought by the customer
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3) The process of evaluation of various products and stores
4) The payment process
5) The post purchase behavior

While understanding consumer behavior completely may not really be possible, it is in the best interest of
the retailer to know his customers. The earliest attempts to study Consumer behavior were motivation
research, which relied heavily on Freudian techniques. Consumers can be studied in a variety of ways,
including through observation, electronic surveillance interview and surveys, experimentation and sales
analysis or consumption research. Firms must examine the demographics (even geo demographics) of
customers, as well as the role of group influence and personal factors like attitudes beliefs motivations etc.

Population is not static in the long term; they move around with population ebbing and flowing like the sea.
Growth areas emerge over time, quickly some slowly. Corporations analyze these population trends and
start planning to enter or leave markets accordingly. This is the process of analyzing constantly the changing
consumer trends competition, external sources of influences and company strengths and weaknesses. This
may all sound very sound very easy but in practice it is often very difficult.

It is also important to know how, when and where the customers use the product or service that the retailer
sells. An objective analysis of internal strengths and weaknesses must also be made. This is often difficult,
for strengths are often overstated, while weaknesses understand. An analysis of the competition is also in
order. Some firms welcome competition even trying to locate near competitors so that a critical mass can be
created. Finally, the external market factors must be considered notably the economy but also technological
and legal / political issues as well.

RETAIL PROMOTION

It is broadly defined as any communication by a retailer that informs, persuades, and/or reminds the target
market about any aspect of that firm. Advertising, P.R., personal selling and sales promotion are the 4
elements of promotion.

Components of Retail Promotion Mix - There are seven main elements in a promotional mix. They
are:

1. Advertising - Any paid form of non-personal communication through mass media about a service or
product or an idea by a sponsor is called advertising. It is done through non personal channels or media.
Print advertisements, advertisements in Television, Radio, Billboard, Broachers and Cataloges, Direct mails,
In-store display, motion pictures, emails, banner ads, web pages, posters are some of the examples of
advertising. Paid promotion and presentation of goods, services, ideas by a sponsor comes under the
advertisement.

2. Personal Selling - This is a process by which a person persuade the buyer to accept a product or a point
of view or convince the buyer to take specific course of action through face to face contact. It is an act of
helping and persuading through the use of oral presentation of products or services. Target audience may
very from product to product and situation to situation. In other words personal selling is a person to
person process by which the seller learns about the prospective buyer's wants and seeks to satisfy them by
making a sale. Examples: Sales Meetings, sales presentations, sales training and incentive programs for
intermediary sales people, samples and telemarketing etc. It can be of face-to-face or through telephone
contact.

3. Publicity: Non-personal stimulation of demand for a product, service or business unit by generating
commercially significant news about it in published media or obtaining favourable presentation of it on
radio, television or stage. Unlike advertising, this form of promotion is not paid for by the sponsor. Thus,
publicity is news carried in the mass media about an organization, its products, policies, actions, personnel
etc. It can originate with the media or the marketer, and is published or broadcast at no charge for media
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space and time. Examples: Magazine and Newspaper articles/reports, radio and television presentations,
charitable contributions, speeches, issue advertising, and seminars. Publicity can be favourable (positive) or
unfavourable (Negative). The message is in the hands of media and not controlled by the
organization/firm.

4. Sales promotion - is any activity that offers an incentive for a limited period to obtain a desired
response from the target audience or intermediaries which includes wholesalers and retailers. It stimulates
consumer demand, market demand and improve product availability. Examples: Contests, product samples,
Coupons, sweepstakes, rebates, tie-ins, self-liquidating premiums, trade shows, trade-ins, and exhibitions.

5 Corporate image - It is important to create a good image in the sight of general public as the Image of an
organization is a crucial point in marketing. If the reputation of a company is bad, consumers are less willing
to buy a product from this company as they would have been, if the company had a good image.

6 Exhibitions: Exhibitions provide a chance to try the product by the customers. It is an avenue for the
producers to get an instant response from the potential consumers of the products.

7 Direct Marketing is reaching the customer without using the traditional channels of advertising such as
radio, newspaper, television etc. This type of marketing reach the targeted consumers with techniques such
as promotional letters, street advertising, catalogue distribution, fliers etc.

These promotional efforts are of two general types involving:

1. Direct face to face communication

2. Indirect communication through some mass medium, such as television, newspapers, radio, etc.

Sometimes a mixture of personal/direct and non personal/indirect promotion is used as we use in the sales
promotion. Industrial buyer will not decide to purchase equipments on the basis of advertisements or
direct mail. Personal selling is preferred in this case. On the other hand a customer buying toothpaste or
hair oil will have less contact with the company sales person and will be influenced more by advertisements.

RETAIL ADVERTISING MEDIA

Retail media is marketing to consumers at or near their point of purchase, or point of choice between
competing brands or products. Common techniques include in-store advertising, on-line advertising,
sampling, loyalty cards and coupons or vouchers.

The planning and use of retail media is a key component in the delivery of shopper marketing campaigns.
Retail media channels have become established as increasingly important for promoting goods and services
at or near or even further beyond the points of purchase and consumption. Retail media is now being taken
more seriously by most traditional media agencies.

Retail Media originated as media available within the retail environment. This has now developed into a
media discipline in its own right as new retail media channels have been added. Retail Media now reaches
outside  of the retail environment to encompass media channels  such loyalty
program marketing, couponing and door drops, fleet media (retailer's fleet vehicles, etc.).

Though many retail media channels are found inside the retailer's store/environment, the media channels
themselves are not always 'owned' or operated by retailers. Many retail media channels are operated
independently by specialist media companies who also manage other media outside of the retail
environment.

Retail media, context and targeting

Retail Media channels are to a large extent defined by the context of the retailer. The majority of retail media
channels reach their audience at or near the point of purchase or point of choice. Research suggests media
placed at or near the points of choice/purchase can have a significant impact on purchasing decisions
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(PoS) Media owners and agencies have made significant headway in recent years in understanding the true
value of retail media channels.

There is potential for conflict of interest between the retailer selling the media and the CPG/FMCG buying
the media which is why retailers often engage a third party media owner to operate and sell media space on
their behalf.

Retail media challenges

e Audience measures: There are several methods for evaluating the audience for retail media, whether total
footfall, segmented audiences or sales uplift attributed to retail media channels

e Buying process: Dependent on the retailer, product, sales cycle and retail media channel etc., there
different media sales cycles to fit the particular requirement

Retail media agencies

Due to the specialized nature of Retail Media programs, advertisers are increasingly turning to dedicated
Retail Media agencies to facilitate shopper-targeted campaigns. Retail Media agencies help connect retailers
such as Walmart and Sam's Club with brands that are interested in presenting their message to consumers
while they are navigating the path to purchase

Retail media networks

Retail media networks are channels spanning individual retailers or a multitude of retailers. They can range
from static posters, POS material, audio, visual/digital and many things in between. Networks can therefore
provide narrow cast and broadcast audience buying solutions. As shoppers spend time in stores, it becomes
difficult for them to avoid in-store advertising and this can have real benefits for advertisers, who not only
can ensure their campaigns are seen, but that they can also be acted upon, especially if the advertised
product is available in the store.

Retail media networks now offer considerable levels of accountability in providing audience
measurement techniques in the same way as traditional broadcast or print media.

RETAIL PROMOTION BUDGET

Establishing the total promotion Budget:

One of the most difficult marketing decisions facing companies is how much to spend on promotion. This it is
not surprising that industries and companies very considerably in how much they spend on promotion.
Promotional expenditures might amount to 30to50% of sales in the cosmetics industry and only 10 to 20% in
the industrial equipment industry. Within a given industry, low-and high-spending companies can be found.
How do companies decide on their promotion budget? We will describe four common methods used to set a
promotion budget.

Many companies set the promotion budget at what they think the company can afford. One executive
explained this method as follows: "why it's simple.

This method of setting budgets completely ignores the role of promotion as an investment and the immediate
impact of production on sales volume. It leads to an uncertain annual promotion budget, which makes long-
range market communication planning difficult.

RETAIL CUSTOMER SERVICE

We have all felt the growing frustration of waiting unnecessarily, being ignored or facing inefficiency when
shopping. In these tough times, customers are more and more likely to reject bad service when a competitor
can offer the same products and price without the hassle. Retailers can no longer view customer service as
an option and providing a positive retail customer experience is vital. A coherent and successful retail
service model is the differentiating factor between a successful and unsuccessful business.

Based upon research conducted by Customer Champions, on behalf of Skill smart Retail, and utilizing
interviews with a range of retailers such as Waitrose and Marks & Spencer through to outstanding
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independent retailers, this article begins to cover some of the findings when it comes to retail customer

service.

Various Research Shows that -

Customer service is a vitally important differentiator across the retail industry. Regardless of whether
the customer proposition is higher value or basic/simple, the challenge is to develop a retail service
model that treats each customer as an individual and maintains satisfaction and loyalty levels.

Retail customer service strategies vary between larger chains and the smaller independents. As you
would expect larger retailers tend to have a more formal strategy for the retail customer experience in
place, although the overriding factor for both was the general ethos of key senior management /
business owner.

The challenge of directly linking retail customer service to the bottom line was for many an on-going
one, with few believing they could now provide that direct link. However, there was a common belief
that customer service would remain a key battle ground for many retailers going forward and
benchmarking customer service would become a more common process when developing a retail
service model.

Customer service training is encouraged by many retailers with the larger operating more formal
training programmes that were supported by strong shop floor observation and feedback. A
significant number of retailers also operate some form of reward and recognition scheme based
around the retail customer service experience.

Customer service measurement was often gathered through conducting mystery shopping but many
retailers were now looking to supplement this with more direct voice of the customer input

Retail Customer Service Model
Through a combination of desk research and Customer Champions’ industry experience a refail specific
customer service model has been developed. This was then widely tested with retailers, who agreed it
provided a very strong framework from which to deliver an excellent customer service experience.
In outline, the model, focused on traditional ‘bricks & mortar’ retailing, breaks down into three key layers:

1. Leadership - Many organisations reflect the drive of an individual and their personal focus on the

importance of customer service. If this individual is senior within the retail business, it will greatly
impact the culture and the emphasis placed on the customer experience. In small companies this will
tend to be driven by the owner.

Enablers - The way that the retailer’'s customer service vision is translated through policies and
processes onto the shop floor.

Customer Journey - The customer journey is described through a variety of touch-points which will
vary from business to business. Starting with background research through to comphints handling, it
provides a comprehensive checklist for any retailer to use and benchmark its customer service
performance.

RECOMMENDATIONS FOR CUSTOMER SERVICE IN RETAIL
Some of the retailers interviewed have proven, and prize-winning, customer service processes. The most
common recommendations were:

customer service is a key competitive differentiator and should be seen as a long-term commitment
and will not succeed if it is viewed only as a short-term tactic

ownership of the customer service offer and the need for continuous improvement has to be driven
from the top of the organisation - whether the owner-manager or the board

measure from a customer’s perspective to get a true understanding of the retail customer experience
customer knowledge has to be updated constantly as their views and behaviours change, and that
knowledge should be used to drive retail customer service levels forward
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e communicate effectively to all colleagues what they individually need to do and what the benefits will
be to all

In the past, it seemed retailers had to make a trade-off between models of high-service or low-cost
convenience or high assortment/ranges (Oxford Institute of Retail Management, 2010, Productivity and Skills
in Retailing commissioned by Skill smart Retail). In the new retail marketplace, it seems they will have to
forge more integrated solutions by developing a retail service model So, their future offer might well have to
be both high-service and value driven.

SERVICE QUALITY GAP MODEL

The gap model (also known as the "5 gaps model") of service quality is an important customer-satisfaction
framework. In "A conceptual model of service quality and its implications for future research” (The Journal of
Marketing, 1985), A. Parasuraman, VA Zeitham and LL Berry identify five major gaps that face organizations
seeking to meet customer's expectations of the customer experience.

Gap Model of Service Quality

« Word of mouth

Expected » + Personal needs
service + Past experience
Gap 5 t
Perceived
Customer Selvice
Gap 1 | T
Provider Service delivery External communications
(Including pre- and post contacts) G ap 4 to customers
A
Gap 3 T
Translation of perceptions
Into service quality specifications
Gap 2 T
Management perceptions
of consumer expectations

The five gaps that organizations should measure manage and minimize:

e Gap 1 is the distance between what customers expect and what managers think they expect -
Clearly survey research is a key way to narrow this gap.

e Gap 2 is between management perception and the actual specification of the customer experience -
Managers need to make sure the organization is defining the level of service they believe is needed.

e Gap 3 is from the experience specification to the delivery of the experience - Managers need to audit the
customer experience that their organization currently delivers in order to make sure it lives up to the
spec.

e Gap 4 is the gap between the delivery of the customer experience and what is communicated to
customers - All too often organizations exaggerate what will be provided to customers, or discuss the
best case rather than the likely case, raising customer expectations and harming customer perceptions.

e Finally, Gap 5 is the gap between a customer's perception of the experience and the customer's
expectation of the service - Customers' expectations have been shaped by word of mouth, their personal
needs and their own past experiences. Routinetransactional surveys after delivering the customer
experience are important for an organization to measure customer perceptions of service.
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UNIT-IV

Information system in retailing: Acquiring and using information strategies, technology in retail, information
sources, retail information system.
Introduction - An important element of the supply chain is the retail Retail is the place where the products and
goods are sold to the end users. Retailer purchases goods and products from producers in large quantities and
in turn sells them to consumers in smaller quantities.
Information Flow - It is very important for the refailer to communicate with the supplier as well as the
consumer. From the producer, the retail should know the following:
Retailer should know when a new product is getting launched or whether the producer is introducing a new
variant for the existing product.
Retailers should get a regular training from the manufacturer about brand new products and fresh technology.
Retailer should have information well in advance about any impending pricing change.
Retailer should also know about sales forecast from producer for given line of product.
Consumer is also as important for the retailer as the producer. From the consumer, the retailer should know
the following:

e What attract the consumer to a particular retailer?

e What are good and bad points about a particular retailer?

e How did they hear about a particular retailer?

Retail Management Information System
If the retailer is on top of above information, then he would be able manage his business efficiently. In the
current scenario, large retailers have their shop across physical geographies. For them, it becomes very
important to centrally manage all shops. Retail management information system precisely does this with help
of hardware, software, database and various modules.
Objective
The objective of the retail information systems is as follows:
e An information system should provide relevant information to retail manager regularly.
e Aninformation system should anticipate needs and requirement of the retail manager.
e An information system should be flexible enough to incorporate constant evolving needs of the
consumer market.
e An information system should be able to capture, store and organize all the relevant data on a regular
and continuous basis.
e The retil Information systems should be aligned with strategic and business plans of the
organization. Therefore, it should be able to provide information, which supports and drives this
objective.

Characteristics of Retail Information System
The retail information system should have following characteristics:
e Retail Information systems Information systemsRetail Information systems should connect all the
stores under the company's
e Remil information system should allow instant information exchange between stores and
management.
e Retail information system should handle the various aspect of product management.
e Retail information system should handle customer analysis.
e Retail information system should allow the store manager flexible pricing over a financial year.

Retail Management Information System - Function
e Supporting the basic functions of procurement, storage and delivery, a retail management
information system allows a manager to manage customers, inventory, suppliers and product sales.
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The system allows you to track purchase orders and update inventory records dynamically. You can
analyze cash, check and credit card transactions to reconcile information. Improve efficiency by
examining overage and shortages to reveal trends that can be rectified.

Retail Management Information System -Types
e Retail management information systems can be customized for each industry, including, for example,
fashion, department store, supermarket, furniture or prescription drugs. Some systems support
multiple languages, currencies, tax systems and cost structures. In addition, some retail management
information systems can support different business models such as franchise, consignment, direct
sales or online.

Retail Management Information System - Benefits

e Integration between payments, inventory and transactions improves operations and reduces costs by
preventing duplicate entries. By tracking inventory effectively you can more quickly respond to
customer requests. By being able to respond expediently you can also improve service, expand your
customer base and increase profits. Accessing data easily allows you to identify opportunities to
improve waste reduction, recycling materials and choosing environmentally friendly packaging.
These strategies enable a profitable business. System safeguards ensure adherence to legal restrictions
on pricing, promotion and other policies

Role of Retail Information System

Retail information system should support basic retail function like material procurement, storage, dispatch,
etc. It should allow the manager to monitor sales of product mix and daily sales volume. An information
system should help in inventory management.

Variety of Retail Information System

Retail information system is applicable to different types industry within retail management. An information
system can be developed to manage fashion store, pharmacy, a grocery store as well as a toy store.

Indian Retail Sector

Indian retail sector has been growing by leaps and bounds in last decade or so. One research suggests that it
will grow to $ 785 billion by 2015.

Technology is and will play an important role in the Indian retail sector. Various groups in organized as well as
the unorganized sector have taken to IT for supporting this growth.
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UNIT -V
Retailing in India: Evolution and trends in organized retailing, Indian organized retail market, FDI in Indian
organized retail sector, retail scenario in India, future trends of retail in India.

INTRODUCTION:

India’s retail market which is seen as THE GOLDMINE by global players has grabbed attention of the most
developed nations.

“Retailing includes all activities involved in selling goods or services directly to final consumers for personal,
non-business use. A retailer or retail store is any business enterprise whose sales volume comes primarily
from retailing.”.

The urban retail market has been embracing various new formats and the malls turned out to be the trend
setters by promising the concept of shoppertainment. The trends in the rural market also have been changing
from the old Haats and Melas to the rural malls like ‘Chaupal Sagar’. Launched by ITC, DCM Shriram Groups
one-stop shopping destination called ‘Hariyali Bazaar’, Godrej groups agri store ‘Adhar’. Etc.

EVOLUTION:

Historical Indian retail market consisted of weekly markets, village fairs and melas and the 19th century gave
birth to the retail outlets which took the form of convenience stores, Mom and Pop stores/ kirana stores. This
helped the consumers on to stick to a particular store for their day to day requirements and also avail the
credit purchasing facility. And in the 1980’ s people have seen the new formats like supermarket,
departmental stores and discount stores entering into the Indian retail space. . In less than a decade
hypermarkets have gained all the applause of the retail market and stood above all the other formats by
bringing in the concept of “one stop shopping.”. This stood as an opening door for the new generation of the
retail industry. And very soon the malls became the trend setters in the new millennium.

This has coined the term of ‘shoppertainment’ (shopping and entertainment) which can be attributed to the
changing life styles of the people.

Weekly Markets Department Stores

Village Fairs Shopping Malls

Melas Traditional/Pervasive Reach
Convenience Stores Government Supported

Mom and Pop/Kiranas Historic/Rural Reach

PDS Outlets Modern Formats/ International
Khadi Stores Source of Entertainment
Cooperatives Neighborhood Stores/Convenience
Exclusive Brand Outlets Availability/ Low Costs / Distribution
Hyper/Super Markets Shopping Experience/Efficiency

EVOLUTION OF THE INDIAN RETAIL MARKET

The above given diagram is the pictorial representation which depicts the evolution of the Indian retail
market formats based on their category and value proposition. And a brief description above formats based
on some of the parameters like their offerings, space occupied etc. is also given below for better
understanding.

TRENDS IN PRESENT RETAIL MARKET:

New Product Categories: For a longtime, 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 (ConveniO, HP Speedmart) and fastfood chains (McDonalds,
Dominos).It's the non-food segment. However that foray has been made into a variety of new sectors. These
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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).

Increasing competition in the retail market: New entrants such as Reliance, Bharti Enterprises and the AV
Birla group will compete against well established retailers, such as Pantaloon Retail, Shoppers’ Stop, Trent,
Spencer’s and Lifestyle stores. Foreign retailers are keenly evaluating the Indian market and identifying
partmers to forge an alliance with in areas currently permitted by regulations. With an estimated initial
investment of USD 750 million, Reliance is planning to launch a nationwide chain of hypermarts,
supermarkets, discount stores, department stores, convenience stores and specialty stores. These 5,500
stores will be located in 800 cities and towns in India

INDIAN ORGANIZED RETAIL MARKET

Indian organized retail market is growing at a fast pace due to the boom in the India retail industry. In 2005,
the retail industry in India amounted to Rs 10,000 billion accounting for about 10% to the country's GDP. The
organized retail market in India out of this total market accounted for Rs 350 billion which is about 3.5% of
the total revenues.

Retail market in the Indian organized sector is expected to cross Rs 1000 billion by 2010. Traditionally the
retail industry in India was largely unorganized, comprising of drug stores, medium, and small grocery stores.
Most of the organized retailing in India have started recently and is concentrating mainly in metropolitan
cities.

The growth in the Indian organized retail market is mainly due to the change in the consumers behavior. This
change has come in the consumer due to increased income, changing lifestyles, and patterns of demography
which are favorable. Now the consumer wants to shop at a place where he can get food, entertainment, and
shopping all under one roof. This has given Indian organized retail market a major boost.

Retail market in the organized sector in India is growing can be seen from the fact that 1500 supermarkets,
325 departmental stores, and 300 new malls are being built. Many Indian companies are entering the Indian
retail market which is giving Indian organized retail market a boost. One such company is the Reliance
Industries Limited. It plans to invest US$ 6 billion in the Indian retail market by opening 1000 hypermarkets
and 1500 supermarkets.

Pantaloons is another Indian company which plans to increase its retail space to 30 million square feet with
an investment of US$ 1 billion. Bharti Telecoms an Indian company is in talks with Tesco a global giant for a £
750 million joint venture. A number of global retail giants such as Walmart, Carrefour, and Metro AG are also
planning to set up shop in India. Indian organized retail market will definitely grow as a result of all this
investments.

Indian organized retail market is increasing and for this growth to continue the Indian retailers as well as
government must make a combined effort.

FDI IN INDIAN RETAIL SECTOR

With a noticeable slowdown in India’s GDP growth, the government recently introduced the much-needed
economic reforms including notification for permitting Foreign Direct Investment (FDI) in Multi Brand Retail
Trading (MBRT). The notification permits multinational retailers to invest up to 51% FDI to open retail outlets
in 10 States and Union Territories, which have, till date, accepted the decision to implement the reform
measure.

The states and Union Territories that have agreed to open FDI in the multi-brand retail include Assam, Delhi,
Haryana, Jammu & Kashmir, Andhra Pradesh, Maharashtra, Rajasthan, Uttarakhand, Daman & Diu, Manipur,
and Dadra and Nagar Haveli. The notification mandates that in order to set-up retail outlets, multinational
retailers need to invest US$100 million, of which a minimum of US$50 million needs to be spent, within the
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first three year of starting the operations, for developing back-end infrastructure.

Further, retail outlets would only be established in cities having a population exceeding 10 lakh. The
notification also permits a non-resident entity, whether owner of the brand or otherwise, can undertake single
brand product retail trading in the country.

While the notification of FDI in multi-brand retail, on the one hand, is expected to bring in much-needed
investments and white collar jobs, it could, also, on the other hand, impact the livelihood of millions of people
working in the unorganised retail sector. The latter is one of the chief reasons for the measure to attract
immense furore and opposition. Further, in January 2012, the government also increased the FDI cap on
single-brand retail to 100% from 51%.

Key features

e the notification does not allow FDI in multi-brand retail for online trading, as well as in chit funds,
manufacturing of cigars and cigarettes, lottery business, and transport (other than Mass Rapid
Transport Systems)

e the notification mandates the foreign retailers to procure a minimum of 30% of the value of the
manufactured and processed products from ‘small industries’ which have a total investment in plant
and machinery not exceeding US$1 million

e in single-brand retail, the government mandates global firms to source at least 30% of the value of the
manufactured and processed products from India, preferably from MSMEs, village and cottage
industries, artisans and craftsmen, in all sectors

RETAIL SCENERIO IN INDIA

At present the Retail industry in India is accelerating. Though India is still not at an equal pace with other
Asian counterparts, Indian is geared to become a major player in the Retail Market. The fact that most of the
developed nations are saturated and the developing ones still not prepared, India secures a great position in
the international market. Also with a highly diverse demography, India provides immense scope for
companies brining in different products targeting different consumers.

According to the Global Retail Development Index, India is positioned as the foremost destination for Retail
investment and business development. The factor that is presently playing a significant role here is the fact
that a large section of Indian population is in the age group of 20-34 with a considerably high purchasing
power; this has caused the increase in the demand in the urban market resulting in consistent growth in the
Retail business.

And though the metros and other tier 1 cities continue to sustain Retail growth, the buzz has now shifted
from these great cities to lesser known ones. As the spending power is no longer limited to metros, every tier
2 city in the country has good market for almost every product or service. Due to this, tier 2 cities like
Chandigarh, Coimbatore, Pune, Kolkatta, Ahmedabad, Baroda, Hyderabad, Cochin, Nagpur, Indore, Trivandrum
etc. provide a good platform for a brand to enter Indian market.

However there are a few precautions for every brand that explores Indian market. As Indian consumers are
very curious and have a broad perspective, they respond well to a new product or concept and there are very
fair chances of a brand surviving well, but every Indian consumer be it an urbanite or a small town dweller
needs a feeling of value for money. Although labeled as tight fisted, Indian consumers are great spenders once
they realize that they are getting value for their money. Also new product /service concepts from the western
world are better adopted first by the urban Indians, the smaller markets respond well to the need based
retailing rather than luxury concepts.

As the Indian retailing is getting more and more organized various retail formats are emerging to capture the
potential of the market.

e Mega Malls

e Multiplexes

e Large and small supermarkets
e Hypermarkets
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e Departmental stores are a few formats which flourishing in the both big and small regional markets

As the major cities have made the present retail scenario pleasant, the future of the Indian Retailing industry
lies in the rural regions. Catering to these consumers will bring tremendous business to brands from every
sector. However as the market expands companies entering India will have to be more cautious with their
strategic plans. To tap into the psyche of consumers with different likes and dislikes and differing budgets a
company has to be well prepared and highly flexible with their product and services. In this regard focusing
on developing each market separately can save a brand from many troubles.

FUTURE TRENDS OF RETAIL IN INDIA

According to a study the size of the Indian Retail market is currently estimated at Rs. 704 crores which
accounts for a meager 3 % of the total retail market. As the market becomes more and more organized the
Indian retail industry will gain greater worth. The Retail sector in the small towns and cities will increase by
50 to 60 % pertaining to easy and inexpensive availability of land and demand among consumers.

Growth in India Real estate sector is also complementing the Retail sector and thus it becomes a strong
feature for the future trend. Over a period of next 4 years there will be a retail space demand of 40 million sq.
ft. However with growing real estate sector space constraint will not be there to meet this demand. The
growth in the retail sector is also caused by the development of retail specific properties like malls and
multiplexes.

According to a report, from the year 2003 to 2008 the retail sales are growing at a rate of 8.3% per annum.
With this the organized retail which currently has only 3% of the total market share will acquire 15-20 % of
the market share by the year 2010.

Factors that are playing a role in fuelling the bright future of the Indian Retail are as follows:

e The income of an average Indian is increasing and thus there is a proportional increase in the
purchasing power.

e The infrastructure is improving greatly in all regions is benefiting the market.

Indian economy and its policies are also becoming more and more liberal making way for a wide
range of companies to enter Indian market.

e Indian population has learnt to become a good consumer and all national and international brands
are benefiting with this new awareness.

e Another great factor is the internet revolution, which is allowing foreign brands to understand Indian
consumers and influence them before entering the market. Due to the reach of media in the remotest
of the markets, consumers are now aware of the global products and it helps brands to build
themselves faster in a new region

However despite these factors contributing to the growth of Indian retail Industry, there are a few challenges
that the industry faces which need to be dealt with in order to realize the complete scope of growth in Indian
market.

Foreign direct investment is not allowed in retail sector, which can be a concern for many brands. But
Franchise agreements circumvent this problem. Along with this regulations and local laws and real estate
purchase restrictions bring up challenges. Other than this lack of integrated supply chain and management
and lack of trained workforce and flux of the market in terms of price and product choice also need to be
eliminated.

Despite these challenges many international brands are thriving in the Indian market by finding solutions
around these challenges. A company that plans to enter Indian market at this time can definitely look forward
to great business if it analyzes and puts efforts on all parameters.

And with Good Planning, Timely Implementation and a media campaign that touches Indian consumers any
brand can go far ahead in the Indian Retail Revolution.
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UNIT- VI
Ethical and legal issues in Retiling: Dealing with ethical issues, social responsibility, environmental
orientation, waste reduction at retail stores.

WHAT IS ETHICS?
e This is a set of rules for human moral behavior. For retailers they can have explicit code of ethics or
implicit code of ethics.
e Explicit code of ethics: Written policy that specifies what is ethical and unethical behavior.
e Implicit Unwritten but well understood set of rules/standards of moral responsibilities.

ETHICS IN RETAIL

Retailers have realized the advantages of reflecting an ethical sense in business operations. The
organizational environment plays a major role in the kind of ethical sense the employees possess. Retailers
are trying to ensure that their employees behave ethically. Though there are many laws influencing the
business environment of the retailer, there are many more aspects that come under the purview of ethics.
These aspects concern the merchandise buying and selling practices in the firm. Retailers also need to be
socially responsible and environmentally concerned. They often undertake activities that are beneficial to the
society. Retailers are also taking measures for waste reduction, trying to recycle the materials used and are
switching over to environment friendly packaging materials.

Legislation governs the retail firm's operations and relations with its channel partners. Its relations with
suppliers, competitors, consumers and employees are governed by appropriate laws. Legal restrictions are
imposed on practices concerning pricing, product, promotion, distribution, trademarks and HR policies.
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