PREFACE

In this first Canadian edition of Retailing Management, we have responded to
three important developments in retailing. First, retailers are increasing the so-
phistication of retail operations and decision-making tools for coordinating their
supply chains, buying merchandise, and managing store operations. They are
using customer databases and decision support systems to tailor assortments to
local markets, schedule sales associates, set prices for merchandise, and target
promotions to customers.

Second, retailers are increasingly looking to international markets for growth
opportunities. For instance, Carrefour, France’s hypermarket chain, is the
second-largest retailer in the world and operates in 25 countries. To compete
globally, retailers must be tuned to the needs of their local markets yet exploit the
scale economies gained through centralized purchasing and common systems.

Finally, both large and small store-based and catalogue retailers are making
significant investments in the Internet channel to communicate with and sell
merchandise and services to their customers. Retailers are striving to provide a
seamless shopping experience for their customers whether they shop in their
stores, place orders from catalogues, or purchase merchandise from their web-
sites.

Our objective in preparing this first Canadian edition is to capture this excite-
ment and challenge in the retail industry as we inform students about the state-of-
the-art management practices of these important institutions in our society. In
preparing the first Canadian edition, we have made a number of changes to reflect
the evolving nature of retailing.

NEW FEATURES INTHE FIRST CANADIAN EDITION

New Chapter on Customer Relationship Management Chapter 15
examines how retailers are using customer databases to build repeat business and
realize a greater share of wallet from key customers. These customer relationship
management activities exploit the 80-20 rule—20 percent of the customers
account for 80 percent of the sales and profits. In this chapter, we discuss how
retailers identify their best customers and target these customers with special
promotions and customer services. Some topics covered in this new chapter are:

* Why retailers want to provide special services for their best customers

e How retailers use customer databases to determine who are their best
customers

* How retailers build loyalty from their best customers
* What retailers do to increase their share of wallet

* How retailers balance customer privacy concerns with the provision of
personalized promotions and services.

Improved Coverage on Multichannel Retailing This coverage includes
the opportunities and challenges retailers face interacting with customers
through multiple channels—stores, catalogues, and the Internet. While the




e-commerce bubble has burst for e-tailing entrepreneurs, traditional retailers are
investing in using the Internet to complement their stores. We discuss
the unique issues that store-based retailers face when communicating with and
selling merchandise to customers over the Internet, and addresses issues such as:

* The distinctive customer benefits offered to customers by the different
channels—stores, catalogues, and the Internet

* How multichannel retailers provide more value to their customers
* Factors that will affect the growth of the Internet channel

* Why most pure electronic retailers fail

* The key success factors in multichannel retailing

* How technology might affect the future shopping experience.

More Extensive Treatment of New Technologies and Methods Retail-
ers are using innovations to improve operating efficiencies and deliver more
value to their customers. Some examples of these retail innovations reviewed in
the first Canadian edition are:

¢ Use of the Internet to provide information and sell products and services to
customers

* Application of geographic information system (GIS) technology for store
location

¢ Internet applications for effective human resource management

* Quick response supply chain management systems

* Analysis of customer databases to determine customer lifetime value

* Implementation of frequent shopper programs

* CPFR (collaboration, planning, forecasting and replenishment) systems
¢ Sophisticated inventory management systems

* Reverse auctions for buying merchandise

* Use of profit optimization decision support systems for setting prices in
different markets and taking markdowns

* Development of targeted promotions using customer databases
* Decision support systems for scheduling sales associates

* Creation of planograms to optimize the sales and profits from merchandise
categories

¢ Use of in-store kiosks and the Internet to improve customer service.

Greater Emphasis on International Retailing We examine international
retailing strategies ranging from those used to enter new international markets to
the global sourcing of merchandise. The expanded number of international retail
examples are designated with a special global icon. As retailing evolves into a
global industry, it is imperative that students understand how firms adapt their




business practices to the cultural and infrastructure differences in in-
ternational markets. The first Canadian edition includes expanded
treatment of global retailers such as Zara, Sephora, H&M, and Car-
refour as well as discussions of issues confronting North American retailers as
they expand from their domestic base. For example:

¢ Cultural impacts on buying behaviour

¢ Keys to successful entry into international markets
* Evaluation of international growth opportunities

* Global sourcing of merchandise

* Employee management issues in international markets.

Expanded Treatment of Brand Development Issues To differentiate
their offerings and build a competitive advantage, retailers are placing more
emphasis on developing their brand image, building a strong image for their
private-label merchandise, and extending their image to new retail formats.
Issues related to the development of brand images and private-label merchandise
are discussed in more detail from both a merchandise management and a
communications perspective.

Get Out and Do It! Exercises Found at the end of each chapter, these exer-
cises suggest projects that students can undertake by either visiting local retail
stores or surfing the Internet. The exercises are designed to provide a hands-on
learning experience for students.

Twenty-Four New Cases These include cases on Starbucks, Rainforest Café,
eBay, Goodlife Fitness Clubs, Avon, and Home Depot.

READER-FRIENDLY TEXTBOOK

In the first Canadian edition, we continue our attempt to interest and involve
students in the course and the industry by making the textbook a “good read”
through the use of Refacts (retailing factoids), Retailing Views, and retail
manager profiles at the beginning of each chapter.

Refacts We have updated and added more interesting facts about retailing,
called Refacts, in the margin of each chapter. For instance, did you know that a
Montgomery Ward buyer created Rudolph the Red-Nosed Reindeer as a Christ-
mas promotion in 1939? Or that “Dollar Store” retailing is the fastest growing
sector in Canadian retailing?

Retailing Views The textbook contains new and updated vignettes called
Retailing Views to relate concepts to activities and decisions made by retailers.




The vignettes look at major retailers like Wal-Mart, Canadian Tire, Shoppers
Drug Mart, and Home Depot. They also discuss innovative retailers including
Harry Rosen, Mountain Equipment Co-op, and Running Room.

Profiles of Retail Managers ‘To illustrate the challenges and opportunities in
retailing, each chapter in the first Canadian edition begins with a brief profile of
a manager or industry expert whose job or expertise is related to the material in
the chapter. These profiles illustrate how senior executives view the industry, and
provide students with firsthand information about what people in retailing do
and their successes and challenges.

Online Learning Centre for Students and Instructors
(www.mcgrawhill.ca/college/levy)  Just as retailers are using the Internet to
help their customers, we have developed a website to help students and instruc-
tors use the first Canadian edition of this textbook effectively. Some of the
features on the website are:

* Multiple-choice questions on the student site

¢ Chapter-by-chapter Instructor Manual coverage

* Case and video notes

¢ News articles about current events in retailing

* PowerPoint slides summarizing key issues in each chapter

* Hot links to retailing news sites and sites associated with the Internet exercises
in the textbook

BASIC PHILOSOPHY

The first Canadian edition of Retailing Management maintains the basic philos-
ophy of the successful U.S. parent editions. We continue to focus on the broad
spectrum of retailers, both large and small, selling merchandise or services.
The text examines key strategic issues with an emphasis on the financial con-
siderations and store management issues. We include descriptive, how-to, and
conceptual material.

Broad Spectrum of Retailing In this text, we define retailing as the set of
business activities that add value to the products and services sold to consumers
for their personal or family use. Thus, in addition to the products in stores, this
text examines the issues facing service retailers like Starbucks and non-store
retailers like eBay, Lands’ End, and Avon.

Critical Issues in Retailing Strategic thinking and the consideration of
financial implications are critical for success in the present dynamic, highly
competitive retail environments. In addition, operations and store management
are playing an increasingly important role.




Strategic Perspective The entire textbook is organized around a model
of strategic decision making. Each section and chapter is related back to this over-
arching strategic framework. In addition, the book focuses exclusively on critical
strategic decisions such as selecting target markets, developing a sustainable
competitive advantage, and building an organizational structure and information
and distribution systems to support the strategic direction.

Financial Analysis The financial aspects of retailing are becoming increas-
ingly important. The financial problems experienced by some of the largest retail
firms, like Kmart, highlight the need for a thorough understanding of the finan-
cial implications of retail decisions. Financial analysis is emphasized in selected
chapters. Financial issues are also raised in the sections on negotiating leases,
bargaining with suppliers, pricing merchandise, developing a communication
budget, and compensating salespeople.

Operations and Store Management ‘Traditionally, retailers have exalted
the merchant prince—the buyer who knew what the hot trends were going to be.
This text, by devoting an entire chapter to information systems and supply chain
management and an entire section to store management, reflects the changes
that have occurred over the past 10 years—the shift in emphasis from merchan-
dise management to the block and tackling of getting merchandise to the stores
and customers and providing excellent customer services and an exciting shop-
ping experience. Due to this shift toward store management, most students em-
barking on retail careers go into store management rather than merchandise

buying.

BALANCED APPROACH

The first Canadian edition continues to offer a balanced approach for teaching
an introductory retailing course by including descriptive, how-to, and conceptual
information in a highly readable format.

Descriptive Information Students can learn about the vocabulary and prac-
tice of retailing from the descriptive information throughout the text. Examples
of this material are:

* Leading North American and international retailers (Chapter 1).
* Management decisions made by retailers (Chapter 14).

* Types of store-based and nonstore retailers (Chapter 2).

* Approaches for entering international markets (Chapter 8).

* Isses concerning retail locations (Chapter 6).

* Organization structure of typical retailers (Chapter 12).

* Flow of information and merchandise (Chapter 11).

* Branding strategies (Chapter 10).




* Methods for communicating with customers (Chapter 16).

¢ Store layout options and merchandise display equipment (Chapter 7).

How-To Information Retailing Management goes beyond this descriptive in-
formation to illustrate how and why retailers, large and small, make decisions.
Step-by-step procedures with examples are provided for making the following
decisions:

¢ Comparison shopping (Chapter 4).

* Managing a multichannel outreach to customers (Chapter 3).

* Scanning the environment and developing a retail strategy (Chapter 5).
* Analyzing the financial implications of retail strategy (Chapter 8).

¢ Evaluating location decisions (Chapter 6).

* Developing a merchandise assortment and budget plan (Chapter 10).

* Negotiating with vendors (Chapter 12).

* Pricing merchandise (Chapter 13).

* Recruiting, selecting, training, evaluating, and compensating sales associates

(Chapter 14).
* Designing the layout for a store (Chapter 7).

Conceptual Information Retailing Management also includes conceptual in-
formation that enables students to understand why decisions are made as out-
lined in the text. As Mark Twain said, “There is nothing as practical as a good
theory.” Students need to know these basic concepts so they can make effective
decisions in new situations. Examples of this conceptual information in the first
Canadian edition are:

¢ Retail evolution theories (Chapter 2).
* Customers’ decision-making process (Chapter 4).

* Market attractiveness/competitive position matrix for evaluating strategic
alternatives (Chapter 5).

* Activity-based costing analysis of merchandise categories (Chapter 10).
* The strategic profit model (Chapter 9).

* Price theory and marginal analysis (Chapter 13).

* The gaps model for service quality management (Chapter 15).

Supplemental Materials To improve the student learning experience,
the first Canadian edition includes new cases and videos illustrating state-of-the-
art retail practices and a comprehensive Instructor’s Manual with additional cases
and teaching suggestions.
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For five editions in the United States, Retailing Management has been known for its

strategic focus, application orientation, decision-making emphasis, and current coverage. The
authors and McGraw-Hill Ryerson are proud to introduce the first Canadian edition and invite

you to see how this new edition has been built on the book’s strong foundation.

A timely and important
discussion of Customer
Relationship Management is
introduced in its own chapter,
new to this Canadian edition.

- Building Customer Loyalty:
Customer Relationship
Management
and Service CHAPTER

Strategies

& EXECUTIVE BRIEFING | Air Miles, Canada’s Premier Coalition Loyalty Program

It used to be that Canadians based their purchasing
decisions on value, price, and convenience; now, that | 60 percent of Canadians who are actively collecting
winning strategy includes reward points, Consumers | Air Miles reward miles.

can happily shop for value and at the same time earn | Air Miles are offered by retailers to induce you to
points toward a reward. As of 2003, Air Miles pro-
gram members had cashed in over 10 million
individual redemptions, including more than 13.5 bil-

cards had been issued, representing the more than

shop at their stores. Of course, you only get some-
thing for nothing if the retailer does not raise his
prices to cover the cost of giving Air Miles. While

lion air miles. The process works like this: When you
want to cash in on a flight, Air Miles acts as whole-

saler, buying tickets in bulk from
the airlines. At times when air
travel is on the decline, for
example during the insecurities
in 2003, consumers avoided air
travel and Air Miles was able to
buy at a bigger discount than
usual and pass the savings on to
Air Miles participants.

Created by The Loyalty
Group in 1992, the Air Miles
Reward Program is Canada’s
premier coalition program. As
of 2003, more than 13.5 million

membership does have its privileges, the loyalty pro-
grams are really designed to collect information

about customers and their shop-
ping habits. The sophisticated
databases compile information
that will help retailers to refine
their merchandising mix and
marketing strategy to gain bigger
market share. Information is
power, and thanks to the data
amassed from the loyalty cards,
inquiring marketers know what
music we listen to, what restau-
rants we prefer, and what brand
names gain our loyalty. This
valuable information allows the




We have extended the
coverage of new
technologies and
methods to underscore
their importance and
ubiquity. Featured
technologies include: the
Internet; Geographic
Information Systems; Quick
Response supply chain
management; collaboration,
planning, forecasting, and
replenishment systems,
reverse auctions, profit
optimizing decision support
systems, and customer
databases.

In keeping with the evolution
of retailing into a global
industry, the first Canadian
edition increases the
emphasis on International
Retailing through an
expanded number of
international retail examples
and broader treatment of
global retailers such as Zara,
Sephora, H&M, and
Carrefour. International
Retailing Strategy is
expanded to a chapter on its
own and provides examples
of Canadian success stories
including Roots.

SECTION Il | Financsl Management

THE FLOW OF INFORMATION

The sales associate scans the UP(
information i recor ded in the POS

2. The pur

ns. A sales receipt is created.

ind sent to the

uses this
1 make markdown decisions

3.7 ase information is ty

purchase:

sending the order.

The buyer/planner communicates with the vendor rd
for the merchandise. At this point they ofen negortiay
of purchase.

The buyer/planner communicates with the distributi
deliveries from the vendor and to the stores, in|

6. Store managers also communicate with the distrib
deliveries and check inventory status.
In the next sections of this chapter, we will explore h
in data warchouses and how the information is transmity

Information Flows
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EXECUTIVE BRIEFING
Fashions

Gap Inc. Uses Merchandising Planning to Manage Fast-Moving

Gap Inc. is the largest specialty clothing chain in
North America and, as the leading apparel retailer.
its goal must be to bring great style and value to cus-
tomers year-round. To accomplish this, The Gap,
Banana Republic, and OId Navy must deliver new
styles and new products throughout the year. One
of the company's many challenges is to accurately
plan and forecast the right quantities of merchandise,
delivered at the right time, and at the right price to
satisfy the customer. Hundreds of factories within
the supply chain pro-

Recently, Gap Inc. upgraded its information tech-
nology systems with a sophisticated planning and
forecasting software application that will provide
information needed at the top management level (for
example, profits across the retil chain), while at the
same time providing information that is needed at the
store level (such as date of merchandise arrival and
coordinating merchandise lines). The key to this soft-
ware s that it can predict the impacts of decisions
and will highlight necessary action for success. This
innovative computer-

duce  significant
volumes of merchan-
dise for more than
4300 stores world-
wide, and so the
merchandise planning
process is very com-
plex,  requiring
sophisticated and
compatible technol-
‘ogy support systems.

AP

technology  will
allow for manipula-
tion of variables to
determine the best
results on  the
recailer’s profits.
Mathematical mod-
elling s also
incorporated into
the process, which
enhances accuracy

SECTION Il | Ressing Sercegy

different planograms. Retailing View
Spencer's food business.

e b Mo planogramming

e by touching its
ed from all sides.
In the meantime, the computer tracks

spent shopplog for and exumining a pariclar product and th guantiy pur

chased. Armed with this inforr of

ost retailers measure the productivity of
rent and land purchases are assessed on a

- [
79 g e s nd vy ood
(4 producs. s food business, specialing n

high-gualicy convenience fresh foods such
as sandwiches and home dinners, occupies a prominent
position in the UK. food recalin sector.

“The retailer s continuously updating its product range
with new products developed in conjunction with leading.
manufacturers of short-lived food products. Until
recently, this has been a labour-intensive process. For
example, the adjustment of 50 displays in 50 stores
requires 2500 new individual planograms, unless some
stores are exactly the same, which is not likely. Ic would
take between 80 and 100 full-time planogrammers to
implement weekly changes in the 310 stores.

Secking to turn its food supply chain from a push to 3
pul system, the US. $42 billon retailer began looking for
a planogramming system for its fresh-food products.
Store-specific space plans were necessary to reflect each
store's individual needs.

Working with Massachusets-based Marketmax, the
310-unit recailer was able to develop an automated
planogramming system that could optimize weekly fresh-

density (e, six

Sources: “A New

in the UK
productivity of it food business.

local needs. For inst

s such as Home Depot provide consumers with an
red from sources around the world.
i ¥

Incernational Reaiing Srscegy | CHAPTER 8

REFACT

“The world's largest
retailers are lkely to be
global players. Thirey-
eight out of the top

50 global retailers

handise is important to
have become the

e and standard

cloped unique s
maliple stores. The
country of operation.

of personalized serv
category killers and

1 formats thi faciltate control ov
s should work well regardies of the

and would not accept the self-servic
ypermarket retailers. However, consumers around the globe

operate in more than
one country. Th
implication: Eventualy
one must go global to
keep growing.'®

y killer’s narrow assortment

ed to high levels
employed by

are willing to forgo the service for lower prices.” Retailing View 8.1 examines

Costeo’s strategy for success in Japan.

Spiraling deffation, shrinking consumer spending, and white-
hot competition—that's the state of play in the Japanese
retall market. So why would any US. company want in? For
‘one thing, Japan's recail market s the second-lrgest in the.
world, after the United States. For another, deregulation has
finally leveled the playing field for foreign companies and
‘domestic rival. Ifa company can succeed in this marke, s
virtually guaranteed success anywhere ise. Following are
some strategies Costco is using n Japan.

* Open muliple stores. Costca's current two-store.
operation in Japan s not profitable. But six or seven
stores will generate the scale economies necessary t©
be profitable. Real estate prices have come down, so
the chain can find sites that are relatively inexpensive.

* Leam from post experience. Costeo learned a few.
lessons from s earlier ventures in Asia. Firs, it
doesn't think of Asia as one big marke. Each market is
quie distinct. But, second, it can learn from the.
similariies. For instance, a lot of s start-up.
experiences in Taiwan and South Korea were similar
to Japan: things like

* Buy direct Japan's distribution channels are fraught with
multiple layers of wholesalers, which can be ineffcient
and keep prices unnecessarily high. To avoid this
problem, Costco purchases 86 percent of its

supplier relations. Also, Japanese and Korean
‘commercial and labor laws are very similr.

ifa
manufacturer won't sel directly to the company.
because it wans to protect ts long:standing

. Operating
costs,such as utites, service, and maintenance
‘expenses are high in Japan, compared to in the Uniced
States. Therefore, saes per store need to be higher o
be profitable.

ips with other redllers, Costco goes
clsewhere.

* Sell “Made in the U.SA” USS. imports have done very
well,and demand is growing. Costeo's top-selling US.
items are nonfood: clothing, sporting goods lie

people are very particular about food packaging. They
will buy in bulk, but not in the large packages like those.
purchased in the United States. So Costco is
experimenting with smaller multpacks.

jewelry, and housewares.

Source: “Costeo: Sull Finding Ies Way i Japan.” Busiessweek
Onine, March 25, 2002 voww busiessweek com




Refacts (retail factoids) are
interesting facts about retailing
that are found in the margins.
They break up the text and
provide students with an
interesting break. For
instance, did you know that a
Montgomery Ward buyer
created Rudolph, the Red-
Nosed Reindeer as a
Christmas promotion in 1939?
Or, that 71% of Canadian
adults (16 million) accessed
the Internet in 2003?

Retailing Views are
vignettes that relate the
concepts discussed in the
case to decisions made by
retailers. These vignettes
include major retailers like
Wal-Mart, Sears,
Amazon.com, Shoppers Drug
Mart, and Home Depot that
interview students on
campus for management
training positions and
innovative retailers like REI,
Starbucks, Sephora, and
Harry Rosen.

. RETAILING VIEW

0

REFACT

Executives at Sears
Canada said sales of
Martha Stewart’s
brands spiked after her
March 2004 conviction
on conspiracy charges;
it appears that people
were voting
sympathetically by
buying lots of her
products.?’

Ever since it buil five vast warehouses, Amazon.com has
boasted of the wonders of the machinery inside them—10.
miles of conveyer belts and myriad other gadgets. Amazon
is focused on filing orders accurately.

11l

keeping track of the saveral millon items continually being
placed onto and pulled off of hundreds of thousands of
bins on meal shelves. To reduce errors, Amazon wrote
new software to take better advantage of the gizmo that
each warehouse worker was already carrying—a shoe-
horn-size device that combines a bar-code scanner, a
display screen, and a two-way data transmitcer. The new.
software checks their work by forcing them to scan each
item every time they put it on o take it offa shelf.
Amazon also built a special sorting machine. The
machine reads the bar code on each item and routes It
into one of 2,100 chutes, each chute representing an
order for 2 single customer. When al the items in an
order are in the chute,  light flashes, and a worker rushes
o put them in a box. They are then sent on other con-
Veyers to machines that print packing slips, seal the boxes,
and send them of to shippers’ trucks.
Source: Saul Hansel, “Amazon Ships to Sorting Machine Beat”

permission.

One big goal had been to reduce errors that occur in [

New York Times, NYTimes.com January 21, 2002. Reprinted by AcAmazon

REFACT

Dollar store retailing
was the fastest growing
sector in Canadian
retailing in 2003: Buck
or Two had 328 stores,
Dollarama had 300
stores, Everything for a
Dollar had 60 stores,
and there were also
regional chains and
independents.?’

K RETAILING VIEW | Amazon.com Ships 200 000 ltems a Day

P Mary-Kate and Ashley Olsen, North
Americss favourie teenagers, are the
embodiment of teen popular culture. The
18-year-old Calforian twins have a strong

auracion o the youth market in Canada and reallers are

capializing on their popularity. Former child co-stars of
TV sitcom Full House and a recent movie, New York
Minute, the twins have sold 35 million copies of their
videos, released 17 pop albums, launched a clothing ine in
Wal-Mart, and written several teen novels. They have
their own magazine and website (www.mary
) e R e N
theirs is the most proficable teen brand in North Americ.

Shoppers Drug Mart, the 40-year old drugstore chain,

signed a deal in the spring of 2004 with Dualstar Encer-
inment Group, the Olsen twins' representative, to sell
the Olsens’ product line at more than 800 Shoppers.
stores in Canada. The produc mix consists of hats, hand-

Diesel jeans stores are so confusing that it begs a ques-
tion: Are they the worst run stores in America, o is
something sneaky going on? The answer: something
sneaky.

Walking ino a Diesel jeans store feels 2 lot like stum-
bling inco a rave. Techno music pounds at a mind-ratdling
level. A television plays a videotpe of a Japanese boxing.
match, inexplicably. There are no helpful signs pointing to
men's or women's departments and no obvious staff
members in sight

Customers who are industrious, or simply brave
enough to reach the “denim bar"—Diesel's name for the
counter separating shoppers from the wall of jeans at the.
back of the store—find themselves confronted by 35 dif-
ferent types of blue jeans costing US. $115 to $210 a pai.

Diesel Breaks Store Design Rules

A placard intending to exphin the various
like an organizational chart for a decent
agency.

The company, which was founded in It
last year had its sales climb 40 percent from)
ing U.S. $500 million, is one of the
successfully exploiting young men's new fashi
expensive denim.

‘While large clothing retalers lice Banana|
The Gap have standardized and simplified
cheir stores in an effort to put customers at
approach s based on the unconventional pre
best customer is a disoriented one. They|
designed an intimidating, user-unfriendly en
that customers have to interact with the salf

Indeed,

bags, bracelets, watches, and cosmetics

‘As part of Shoppers' re-branding effort o include a
broader selection of merchandise and expanded cosmetic
services, the Mary-Kate and Ashley Olsen line will extend
the drugstore’s reach to attract the lucrative fashion-con-
scious tween and teen markets. Adding the Olsen brand is
an innovative strategy that i designed to have young girls
choose Shoppers as a cool retal destination.

ly Gor
o
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REFACT

Fifty percent of women
get their ideas for
clothes from store
displays or window
shopping.'3

REFACT

Aldo, the Canadian
shoe company, boasts
average sales of more
than $700 per square
foot.2s

v i e
Diesel customer reaches a
kind of shopping vertigo
that members of the
company’s intimidatingly
with-it staff

their move. Acting as
salespeople-in-shining-
armor, they rescue—or
Ml prey upon, depending on
one’s point of view—
wayward shoppers.

2002, com
Reprined by permission.

= have to interact with the sales
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The text features 24 cases...

Get Out and Do It! at the
end of each chapter suggest
hands-on projects that
students can complete either
by visiting a local retailer, or
using the Internet.

e 19 Sepnr: ConmamerSabainr

CASE 19 Sephora: Consumer Behaviour

Sephors, a division of Moct Hennessy Louis Vaitton
VA, s - vt ] oncp o Frnc

ha ey woman ean T the prodhcs thar s dirs ¢
Scphors to pamper herseflke  qucen

Sephors takes beauy ofeings in a new, excing diree
tion, llowing the customer to choose her o level of scr
e The cusomer may opt for “a indvidual cxperience

financisl concerns, being unsble 1o sell Japanese and
German consumers o s unique et concep.

ephora s one of the few reailers offeing cosmetic
producs onlne, There has becn much speculton in re-

and recion
Sepha's e lcaons o o i gy e e
e Sephory hasbeen takin the U.S. market by sorm e
e 9 e st s

stand behind s counter and ssist costomers in slecting
merchandis

cphors represns he s of b s s 0
surprse Fhat o ex

ey fove at  reasonsble price with o hasles. Wha e
can person sk for

I August 2001, Sephora unveled it new adverising
campagn: Thee new adverisements ftue “cose
photographs hat capare the plyful aplication of
Kl makcup tovariousfeaures o he woman's fce  These

of s i cach o, S

Cae 2 G imsss Chbs:Cutamr Loyaly

il biyrs s o e sors st s ok S T o ity s sk e
e cetion argee. This 1o reduces s metony Mg Nind S r
cxused by poor buying decisons Norh ol G

Fractiean. u‘u.muumu i, “Why Winners Wi,

Mo, The N e 1
ot St Compay (N Yok o W2 Som 195

Wht steps docs Nordstron take o implement e

trtegy of provding oustanding customer srvice?

2 How ot s el Nordson o e

the gaps becween perceived service and customer

expectations

3. Whatare the pros and consof Nordstronr's
approach o devloping 3 comptiive advantage

hrough customer service

CASE 22 GoodLife Fitness Clubs: Customer Loyalty

ook o and s
i reemion s for the s ' nx bappy wi

L “Hi Jan. Tve jus been looking over

pect in the fare. T ores customners it s stores with 1

Jong the walls of the store. Castomers ar encouraged t
cample the besaty products on their o from s
modules. The storessell 3
including new ines, bestselers, clasics, and 3n exclusie
Sephorscollection.

phors s 3 stron

S e o ok s
oot s €y et o1

secTionV | cues

6. Estimated vl cose (S200 000 sl $170 200,

7. Lmplied profic including owner'sslary: $20 510

& Gl imored e, S50, ey
70000,

- ROLSSI0UST8 00 e, (s o
alry of $26 000 per year)

THE FUTURE

Conld Lindy change the emphasis of her

merchandis i o inerease her s o e weck

2 Whih s ok e more s
Which should v s

3 Wit peranel s s Lty e 0
improve her businss

4 THow could someoe ke Lindy Armsrong blance

that's why

ihe sversge or
e of ou menn-

sians and evalustion of the participants,
e, s sk Some o hom Fled et GondL T

pred renion | GOODLIFE KITCHENER
In September 1998, the GoodL

These rteion e ar oo, ncd 0o bt o The head offe ws oot the Glleri Mal Fiess
Clubin Landon, Ontario, Head offic personnel mumbered

hrc ot how co theie firs few weeks learning the fapes at the club and
b b ofirs thn atendd the Unvrty progra.Jn e some of

Lindy She enjoys

ks 60 hous o more 3 ek Busins s el and
groving, but she’tired. She haseven diseused sllin the
Paines and retrning to nursing.

5. Ifone of Lindy's competitors were o offer her
S50 000 for her busines, should she sl

fincs cubwin  members an incress o 2300 o
s wh moved o the ol .

Soure This s wa rere by Linds F. el and Josgh
P Grunewald, Clrion Unieriy of Pnneivani,

arbucks wasthe

s and el oot st

were LS. S1.68 billon, with a profit of
G510 o St el nd percd 000 .
il stores and licensed an additional 300 irport sores in
the Ui S, Thand, A, Grs B, nd
sidion o g s, Su d
formed srscgic allances with Dreyer's Grand lee Cream,
K Foods Brnes & Noble Bofeclers, nd PepsiCo
expand is product and disribution porcfolios. Howard
Schalts, chsirman snd CEO, and his enior management
team were focusing on How t0 sustain their phenomenl
rowth and minin their ket ladershp posicion.

THE COFFEE MARKET
The commercial market for coffe began in 4 1000 when
b traders brought the coffee tree f

et Lodon ol howes 0 dcs ple e

o comunpion Touristed in the mid-svenies
cencury, ided by developmenss in manfcturing and cul-
vaion. B 1940, arge o procesors such 1 Newlé
(0l Bros, brand, Krae Genersl Foods (Maxwell House),
and Procter & Gamble (Folgeny) developed instant and de
eacnated coffc vaieics n adition t0 their staple egu-

lor ground.
ton channel for radional cofce sl
fee consummption fell

naced manufactares markeing plans a3 price warfare
continoed.

THE STARBUCKS COFFEE COMPANY:
BACKGROUND
Inspiation for the present Starbucks concepe came 1o
Howard Sl when heven t sy o i i
While wandering throngh the ancient pszzas of
Milan, Schulz ook partieulr note of the many cheeefl
espresca bars and cafés he passd, Halians, he el had
caprured the true romance of the beverage. Coffee dink-

i was an inegral part of the Ielian culre. Tulio
tarcd their day a the espresso bar and returned there
those coffce bars," he mused. ~People come together

every single day and in many crses thy don't exen know

1. GO SHOPPING Go to a local retailer that
offers a frequent shopper program.
Talk to the manager of the store and
ask him or her how effective the pro-
gram is in terms of increasing the
store’s sales and profits. Find out why the man-
ager has these views and what could be done to
increase the effectiveness of the program.
2. INTERNET EXERCISE Contact the
Canadian Marketing Association
(CMA) a leading authority on privacy
issues at www.the-cma.org. What are
the major issues confronting retailers?
What seminars are being offered to assist
retailers in understanding Canada’s new
privacy legislation?
3. INTERNET EXERCISE Go to some of
3 the retail sites that you frequent and
compare their privacy policies. Which
policies make you less concerned
about violations of your privacy?
Why? Which policies, or lack thereof, raise
your concern? Why?
4. SHOPPING Talk to customers in a store
that has a frequent shopper program.
Ask them why they are or are not
members. Find out how membership in
the program affects their shopping
behaviour and loyalty toward the retailer.

5. INTERNET EXERCISE Visit www.your

shops.ca—the Air Miles virtual shop-

ping mall. What are the shopping
options and special promotions for Air

Miles collectors? How does the web-

site encourage you to participate and sign up
for Air Miles? What information does it
request from you?

6. GO SHOPPING Go to a local store and
ask the store manager if you can talk
to some customers in the store about
the service they received. Choose cus-
tomers who have made a purchase,

customers who have not made a purchase, and
customers with a problem (refund, exchange,
or complaint). Talk with them about their
experience, write a report describing the con-
versations, and make suggestions for
improving the store’s customer service.

7. GO SHOPPING Go to a discount store
such as Wal-Mart, a department store,
and a specialty store to buy a pair of
jeans. Compare and contrast the cus-
tomer service you receive in the

stores. Which store made it easiest to find the
pair of jeans you would be interested in
buying? Why?




The Online Learning
Centre’s is a website for
both student’s and
instructors. The instructor
site includes downloadable
supplements, the PageOut
course management system,
PowerPoint slides, and the
archived Retailing
Newsletter. The student site
offers self-quizzes, flashcards, e i
videos, and hotlinks.
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A Retailing Newsletter,
created by the authors includes
short cases based on recent
articles appearing in the business
and trade press. Past issues of

REWELETTER FOR INSTRUCTORS

the newsletter are archived on [ ——r—1—g

the Online Learning Centre [

(www.mcgrawhill.ca/college/levy). eI
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Superior Service

Service takes on a whole new meaning with McGraw-Hill Ryerson and Retailing
Management. More than just bringing you the textbook, we have consistently
raised the bar in terms of innovation and educational research—both in retailing,
marketing, and in education in general. These investments in learning and the
education community have helped us to understand the needs of students and
educators across the country, and allowed us to foster the growth of truly innova-
tive, integrated learning.

Integrated Learning

Your Integrated Learning Sales Specialist is a McGraw-Hill Ryerson representa-
tive who has the experience, product knowledge, training, and support to help
you assess and integrate any of our products, technology, and services into your
course for optimum teaching and learning performance. Whether it’s using our
test bank software, helping your students improve their grades, or putting your
entire course online, your 7-Learning Sales Specialist is there to help you do it.
Contact your local i-Learning Sales Specialist today to learn how to maximize all
of McGraw-Hill Ryerson’s resources!

i-Learning Services Program

McGraw-Hill Ryerson offers a unique 7Services package designed for Canadian
faculty. Our mission is to equip providers of higher education with superior tools
and resources required for excellence in teaching. For additional information,
visit www.mcgrawhill.ca/highereducation/eservices.

Teaching, Technology & Learning Conference Series

The educational environment has changed tremendously in recent years, and
McGraw-Hill Ryerson continues to be committed to helping you acquire the
skills you need to succeed in this new milieu. Our innovative Teaching, Technol-
ogy & Learning Conference Series brings faculty together from across Canada
with 3M Teaching Excellence award winners to share teaching and learning best
practices in a collaborative and stimulating environment. Pre-conference work-
shops on general topics, such as teaching large classes and technology integra-
tion, will also be offered. We will also work with you at your own institution to
customize workshops that best suit the needs of your faculty at your institution.

Research Reports into Mobile Learning and Student
Success

These landmark reports, undertaken in conjunction with academic and private
sector advisory boards, are the result of research studies into the challenges
professors face in helping students succeed and the opportunities that new
technology presents to impact teaching and learning.






