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Preface

Welcome to Retail Management: A Strategic Approach. Our major goal is to present you
with the most current, comprehensive, reader-friendly book on retail management that is
possible. We want you to get thoroughly immersed in the subject matter, see how retail
strategies are formed, look at the activities of a wide range of actual retailers (large and
small, goods and services, domestic and global), and explore the possibility of a full-time
career in retail management. Read through this preface and see what’s available to you.

The concept of a strategic approach to retailing is the cornerstone of this book. With a
strategic approach, the fundamental principle is that the retailer has to plan for and adapt
to a complex, changing environment. Both opportunities and constraints must be consid-
ered. A retail strategy is the overall plan or framework of action that guides a retailer.
Ideally, it will be at least one year in duration and outline the mission, goals, consumer
market, overall and specific activities, and control mechanisms of the retailer. Without a
pre-defined and well-integrated strategy, the firm may flounder and be unable to cope with
the environment that surrounds it. Through our text, we want you to become a good retail
planner and decision maker and be able to adapt to change.

Since the first edition of Retail Management: A Strategic Approach, we have sought to be
as contemporary and forward-looking as possible. We are proactive rather than reactive in our
preparation of each edition. That is why we take this adage of Wal-Mart’s founder, the late
Sam Walton, so seriously: “Commit to your business. Believe in it more than anybody else.”

What's New to This Edition

1. All data and examples are as current as possible and reflect the current economic
situation. We believe it is essential that our book take into account the economic
environment that has adversely affected so many businesses and consumers.

2. The opening vignettes are all updated and highlight the titans of retailing.

3. The applied boxes in each chapter are all new or substantially updated. Here are
the topics:

a. Technology in Retailing

b. Retailing Around the World
c. Ethics in Retailing
d.Careers in Retailing

4. There are 30 shorter cases, as well as 8 comprehensive cases—all new or
substantially revised. Every case is based on real companies and real situations.

5. Substantive changes have been made in each chapter. For example, in Chapter 1:

An Introduction to Retailing, to properly capture the importance of the economic
situation facing retailers today, we introduce a new chapter appendix: “Understanding
the Recent Economic Downturn in the United States and Around the Globe.” The
appendix covers the events leading to the economic downtum, the global nature of the
downturn, the effect of the downturn on retailing, and strategic retailing options in
weak economic times.

6. Our Web site, www.pearsonhighered.com/berman, has been fully updated and
enhanced. It includes an updated Computer-assisted Strategic Retail Management
Planning template, linked to the content presented in Chapter 3: Strategic Planning in
Retailing along with additional resources and career information to enhance your
learning experience.

The Berman and Evans Pre-Quiz

To highlight the interesting and useful information presented in Refail Management: A
Strategic Approach, here’s a brief pre-quiz. (Wow! Who ever heard of STARTING a book
with a quiz?) It’s a fun trivia quiz, based on one piece of information that we write about in

xix



xx PREFACE

_each chapter. When you finish reading our book, you’ll know the answers to all of these ques-
tions and a whole lot more. Text page references are provided for the trivia pre-quiz. Please:
No peeking until after you complete the quiz. See how many questions you can answer:

1. Chapter 1: About how many people are employed by traditional retailers (including
food and beverage service firms) in the United States? (see page 7)

2. Chapter 2: In 1985, women bought 70 percent of men’s products. Due to the
increased shopping done by men, what percentage of men’s products are bought by
women today? (see page 33)

3. Chapter 3: Who is Leslie Wexner, and what is his contribution to retailing?

(see page 57)

4. Chapter 4: Suppose you want to open your own store and you decide to
become a franchisee for Jazzercise. What franchise fee will you have to pay?
What percentage of your sales must you pay as an ongoing cost of doing
business? (see page 119)

5. Chapter 5: What is scrambled merchandising? [Hint: It does not involve eggs or an
omelet.] Why do so many retailers engage in it? (see page 126)

6. Chapter 6: How many hours per week does the typical U.S. Web user spend on the
Web? [Compare this with how many hours per week that YOU spend on the Web.]
(see page 162)

7. Chapter 7: Name 3 of the top 10 reasons shoppers leave an apparel store without
buying anything. (see pages 199-200)

8. Chapter 8: What is the Universal Product Code? Why is it important for retailers?
(see page 225)

9. Chapter 9: What is a parasite store? [No, it is not a bug.] (see page 258)

10. Chapter 10: Where is the world’s largest shopping center (megamall)?

(see page 284)

11. Chapter 11: Andrea Jung and Mary Sammons are female chief executives of what
two firms? (see page 323) '

12. Chapter 12: What do Mervyns, Linens ’n Things, Sharper Image, Steve & Barry’s,
and Goody’s Family Clothing all have in common? (see page 344)

13. Chapter 13: How many credit and debit cards are in use in the United States?

(see page 365)

14. Chapter 14: In terms of dollar sales, what percentage of U.S. retail revenues are
contributed by private brands such as Sears’ Kenmore and Craftsman products?
(see page 400)

15. Chapter 15: TJX (the parent of T.J. Maxx and Marshall’s) attributes a large part
of its merchandising success to its reliance on opportunistic buying. What is this?
{see page 417)

16. Chapter 16: What are the LIFO and FIFO methods of accounting in inventory

management? (see page 441)

Chapter 17: When manufacturers or wholesalers seek to control the retail prices of

their goods and services, it is called vertical price fixing. Is this practice legal in the

United States? (see pages 468-469)

18. Chapter 18: Inside most supermarkets, a straight traffic flow places displays and
aisles in a rectangular pattemn. What U.S. football term is also used to denote this
type of traffic flow? {This one is really easy for you sports fans.] (see page 516)

19. Chapter 19: Among these retail store types, which one spends the highest percent-
age of its sales on advertising: apparel and accessories stores, department stores,
drugstores, eating places, furniture stores, grocery stores, hotels and motels, movie
theaters, or shoe stores? (see page 533)

20. Chapter 20: In retail management, what is gap analysis? [Hint: It does not require a
dental procedure at your local dentist.] (see page 578)

21. Appendix: Careers in Retailing (bonus question): True or false? According to
Careers-in-Marketing.com: “Retail is one of the fastest growing, most dynamic parts
of the world economy. Careers in retail are people-oriented, fast-paced, and excit-
ing.” (see page 597)

17
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PREFACE xxi

What Is Covered in Retail Management

Retail Management: A Strategic Approach has eight parts.

Part One introduces the field of retailing, the basics of strategic planning, the impor-
tance of building and maintaining customer and supplier relations, and the decisions to be
made in owning or managing a retail business.

In Part Two, retail institutions are examined in terms of ownership types, as well as
store-based, nonstore-based, electronic, and nontraditional strategy mixes. The wheel of
retailing, scrambled merchandising, the retail life cycle, and the Web are covered.

Part Three focuses on target marketing and information-gathering methods, includ-
ing discussions of why and how consumers shop and the retailing information system and
data warehouse.

Part Four presents a four-step approach to location planning: trading-area analysis,
choosing the most desirable type of location, selecting a general locale, and deciding on a
specific site.

Part Five discusses the elements involved in managing a retail business: the retail
organization structure, human resource management, and operations management (both
financial and operational).

Part Six deals with merchandise management—developing and implementing mer-
chandise plans, the financial aspects of merchandising, and pricing.

In Part Seven, the ways to communicate with customers are analyzed, with special
attention paid to retail image, atmosphere, and promotion.

Part Eight deals with integrating and controlling a retail strategy.

At the end of the text, Appendix: Careers in Retailing highlights career opportuni-
ties in retailing. There is also a comprehensive Glossary.

To give you the best possible learning experience, these features are included in every
chapter:

P An opening vignetie that highlights the best-known retailers around: Amazon.com,
Best Buy, Costco, Dunkin’ Donuts, eBay, The Gap, Inc., Home Depot, Ikea, Limited
Brands, Macy’s, Mary Kay, McDonald’s, Mrs. Fields, Nordstrom, Pearle Vision,
Staples, Starbucks, Stew Leonard’s, Target, and Wal-Mart.

» Chapter objectives.

» Chapter overview. _

» Reader-friendly coverage of all the important topics pertaining to that chapter.

» A colorful design with numerous photos and figures that illustrate important
points.

» Margin notes with links to key Web sites.

» Four real-world boxes on “Technology in Retailing,” “Retailing Around the World,”
“Ethics in Retailing,” and “Careers in Retailing.”

P A chapter summary tied directly to the chapter goals.

P> A list of key terms and their page references.

» Questions for discussion.

» A Web-based exercise to stimulate thought.

P Chapter endnotes (conveniently located at the back of the book).

To provide extra coverage for five special topics, we also include these chapter-
ending appendixes: Chapter 1—*Understanding the Recent Economic Downturn in the
United States and Around the Globe,” Chapter 2—“Planning for the Unique Aspects of
Service Retailing” Chapter 3—*“The Special Dimensions of Strategic Planning in a
Global Retailing Environment,” Chapter 4—*The Dynamics of Franchising,” and
Chapter 6—“Multi-Channel Retailing.”

At the end of each of the eight parts in Retail Management, there are a variety
of short and long cases. They deal with such firms as Abercrombie’s Ruehl No. 925,
Bed Bath & Beyond, BJ’s, Borders, Costco, IMAX, Netflix, Publix Super Markets,
7-Eleven, Shutterfly, Sony, Trader Joe’s, and Von Maur. In all, there are 30 short cases
and 8 long cases.
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The E-volution of Retail Management:
A Strategic Approach

As Bob Dylan once said, “The times, they are a changing.” What does this mean? The “E”
word—electronic—now permeates our lives. From a consumer perspective, gone are the old
electric typewriters, replaced by PCs, BlackBerrys and other PDAs, and cell phones. Snail
mail is giving way to E-mail and MySpace and Facebook. Looking for a new music CD?
Well, we can go to the store—or order it from Amazon.com (www.amazon.com) or down-
load some tracks from iTunes to create our own CDs/DVDs.

Are you doing research? Then hop on the Internet express to gain access to millions
of facts at your fingertips. The Web is an anytime (24/7/365), anywhere medium that is
transforming—and will continue to transform—our behavior.

From a retailer perspective, we see four formats—all covered in Retail Management—
competing in the new millennium (cited in descending order of importance):

» Combined “bricks-and-mortar’ and “clicks-and-mortar” retailers. These are
store-based retailers that also offer Web shopping, thus providing customers the
ultimate in choice and convenience. Virtually all of the world’s largest retailers, as
well as many medium and small firms, fall into this category. This is clearly the
fastest-growing format in retailing, exemplified by such different firms as Barnes &
Noble (www.barnesandnoble.com), Costco (www.costco.com), and Target
(www.target.com).

» Clicks-and-mortar retailers. These are the new breed of Web-only retailers that
have emerged in recent years, led by Amazon.com (www.amazon.com). Rather than
utilize their own physical store facilities, these companies promote a “virtual” shop-
ping experience: wide selections, low prices, and convenience. Among the firms in
this category are Priceline (www.priceline.com)—the discount airfare, hotel, and
more retailer—and toy retailer eToys (www.etoys.com).

» Direct marketers with clicks-and-mortar retailing operations. These are firms that
have relied on traditional nonstore media such as print catalogs, direct selling in
homes, and TV infomercials to generate business. Almost all of them have added Web
sites to enhance their businesses. Leaders include Lands’ End (www.landsend.com)
and QVC (www.qvc.com). These direct marketers will see a dramatic increase in the
proportion of sales coming from the Web.

» Bricks-and-mortar retailers. These are companies that rely on their physical
facilities to make sales. They do not sell online, but use the Web for providing
information, customer service, and image building. Auto dealers typically
offer product information and customer service online, but conduct their sales
transactions at retail stores. Firms in this category represent the smallest grouping
of retailers. Many will need to rethink their approach as online competition
intensifies.

We have access to more information sources than ever before, from global trade asso-
ciations to govermnment agencies. The information in Retail Management, Eleventh
Edition, is more current than ever because we are using the original sources themselves
and not waiting for data to be published months or a year after being compiled. We are
also able to include a greater range of real-world examples because of the information at
company Web sites.

Will this help you, the reader? You bet. Our philosophy has always been to make
Retail Management as reader-friendly, up-to-date, and useful as possible. In addition, we
want you to benefit from our experiences, in this case, our E-xperiences.

E-xciting E-features

To reflect these E-xciting times, Retail Management: A Strategic Approach, Eleventh
Edition, incorporates a host of E-features throughout the book—and at our wide-ranging,
interactive Web site (www.pearsonhighered.com/berman).
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The Eleventh Edition has a very strong integration of the book with this Web site:

P A special section of our Web site is devoted to each chapter.

» In each chapter, there are multiple references to Web links regarding particular topics
(such as free online sources of secondary data).

P Every chapter has a number of margin notes that refer to company Web sites.

» Every chapter concludes with a short Web exercise.

P At our Web site, for each chapter, there are chapter objectives, a chapter overview, a
listing of key terms, interactive study guide questions, hot links to relevant Web sites,
and more. .

» Our Web site contains extra math questions for Chapters 9, 12, 16, and 17.

» Our Web site includes in-depth exercises that apply key course concepts through
free company downloads and demonstrations. There are several for each part of
the book.

» The Web site even includes hints for solving cases, a listing of key online secondary
data sources, and descriptions of retail job opportunities and career ladders.

» With regard to in-text content, each chapter includes important practical applications
of the Web within the context of that chapter.

But, that’s not all! Retail Management, Eleventh Edition, is packed with other
E-features:

P The interactive online study guide provides correct answers and text page references
for more than 50 questions per chapter—about 1,100 in all!
» Our Web site (www.pearsonhighered.com/berman) also includes:
B More than 1,000 hot links. '
B A full glossary.
B A lot of career material, including a directory of hundreds of retailers and their online
addresses. We have hot links directly to the career sections of leading retailers.
A list of popular search engines.
A list of free online secondary data sources.
Hints <. how to solve a case study.
Interactive computer exercises tied into the text—16 in all.
An interactive strategic planning template that places the retail planning process
into a series of steps that are integrated with Figure 3-1 in the book.
A list of major trade associations—with hot links to their Web sites.
Information from the Federal Trade Commission (useful for consumers and poten-
tial franchisees) and the Small Business Administration (useful for entrepreneurs).
@ Links to free downloads and demos that encourage you to visit specific Web sites
to gather useful information and try out innovative software.
P The endpapers of Retail Management show the Web addresses for more than 200
retailers around the globe.
» A number of “Technology in Retailing” boxes cover E-applications.
» Many cases have E-components.
» At the Web site (www.pearsonhighered.com/berman):
m The section entitled “Retail Careers” has four basic categories.

e General Information. We discuss the career preparation process in terms of
these steps: assessing yourself, acquiring job leads, writing a résumé and
cover letter, and doing well with the personal interview and post-interview
activities.

o Internships. In planning a career, a well-balanced approach during college is
often the key to long-run success. What does this mean? A person should take
his or her college education seriously, participate in co-curricular and extracur-
ricular activities, and begin to acquire meaningful work experience.

e Job Hunting Guide. The job-hunting process consists of several steps, which
are discussed in detail: collecting information, applying for a job, job-search
methods, evaluating a job offer, and becoming familiar with job-hunt-related
search engines.
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o Types of Retail Jobs. We provide in-depth information on these retail jobs:
buyers and merchandise managers, customer service representatives, restaurant
and food service managers, retail managers, retail sales workers, and travel
agents, We also cite numerous other positions in retailing, present several flow
charts demonstrating career path growth, and offer links to retailers’ career sites.

@ Web site addresses are provided for more than 700 U.S. retailers, about 180 retail-
ers outside the United States, and more than 50 professional and trade associations.

Careers! Careers! Careers!

We recognize that many of you may be contemplating a career in retailing/retail manage-
ment. We have a great deal of material that should help you decide whether such a career
is for you, learn more about the broad range of careers in retailing, and obtain contact
information about potential employers. Here are the major career-oriented features of
Retail Management: A Strategic Approach and our Web site:

» Our strategic approach to the field of retail management enables you to learn about
the key concepts that should be grasped by anyone who wants to pursue a profes-
sional career in retailing/retail management.

P Each chapter has a “Careers in Retailing” box that traces the career path of real peo-
ple in such areas as store management, operations, merchandising, information tech-
nology, human resource management, online retailing, loss prevention, finance,
logistics, and advertising. The information in these boxes is from the National Retail
Federation, the leading association in retailing.

P Chapter 11 covers retail organizations and human resource management.

» The appendix presents an overview of career opportunities, complete with salary
ranges for a variety of jobs in retailing.

» The endpapers cite the Web addresses of more than 200 leading retailers around
the globe.

Great Ideas in Retailing

In conjunction with a number of your professors, we have prepared a companion book
titled Great Ideas in Retailing to further enhance your learning experience. Great Ideas is
keyed to Retail Management: A Strategic Approach and contains these features:

» Chapter-based exercises (one per chapter)—suitable for class discussion.

P Short cases—25 cases that are generally two to four pages in length. These are suitable
for shorter assignments or for in-class discussion.

» Long cases—five cases ranging in Jength from five to nine pages. All of these cases
are suitable as major class assignments.

P A team assignment broken down into seven parts. It entails developing and imple-
menting a detailed plan for establishing a retail store.

Concluding Remarks

We consider ourselves to be as reader-friendly as possible. Please feel free to send us feed-
back regarding any aspect of Retail Management or its package. We promise to reply to
any correspondence.

Sincerely,

Professor Barry Berman (E-mail at mktbxb@hofstra.edu),
Zarb School of Business, Hofstra University, Hempstead, NY 11549

Professor Joel R. Evans (E-mail at mktjre@hofstra.edu),
Zarb School of Business, Hofstra University, Hempstead, NY, 11549
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