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Foreword

Since foreign retailers entered China, a historical revolution has
been happcning in Chinese Retail Industry. In China, various super-
markets and stores appeared while some others disappeared. With the
opening of more and more supermarkets, the competition in this field is
getting more and more intense. Chinese supermarkets are experiencing
the “Spring and Autumn Fighting Period”. The market structure is be-
ing reset and the market is being reorganized. Following is the current
situation of Chinese Retail Industry.
<> During the 10 year development of Retail Industry, almost all the

strong ones are foreign retailers, local supermarkets could be large

in size. but hardly strong;

<> Local supermarkets need to expand rapidly and have more chain
stores, but having more chain stores also means to face the risk of
out of control;

<> Some retailers undertake the policy of “Bring-ism”, and copy for-
eign retailer’s operation model, but could not achieve expected re-
sult;

<> Some retailers operate perfectly in one city or one area, but could
not continue their glory when leaving their home, and sometimes
more far away they are, more worse they perform.

The Retail Industry is not a hi-tech field, but what on earth is the
key problem, the problem of operation model, the problem of capital,
the problem of experience, or any other problems? To treat the problem
of Chinese Retail Industry, many specialists are arguing, various kinds
of prescriptions are being issued and a lot of “catholicon” and “effective

medicine” appear.



It is easy to say that the essence of retail industry is operation in
scale. No matter big or small, only chain stores could achieve the bene-
fit of scale. Large scale means more stores that could not be limited
simply in one city or one country. The development of chain stores will
certainly go beyond cities, areas and even expand internationally. Care-
four and Wal - Mart belong to Supermarket model. Metro and Sam's
Club belong to Member Club model. They all operate global chain
stores successfully. So the operation model is not the root of the devel-
opment of chain stores. It is just like a big tree. The operation model is
the over-ground part, leaves. flowers and the stem. Without the root.,
the tree could not live. If its root is strong enough. a small tree could
grow up to a big tree.

Then, what is the root of chain store development? It is the *Sys-

”

tem”. The purpose of having a system is to control undividedly. A
strong chain store enterprise should have a strong management system
to support it. It is the real heart, the key point of the Retail Industry.
Systems support all chain-operations and apply to all chain enterprises.
Because the Retail Industry has larger scale of chain-operation than oth-
er industries in the world. it is more necessary for retailers to set up
Systemization than any other chain- operation industry. The concept of
“Systemization” is not simply equal to the computer system. It is the
whole system of management, Only Systemization could accomplish the
control and management of chain operation and could support the devel-
opment and expansion of chain stores. If retailers only pay attention to
the operation model or imitate others” model and do not set up their own
system, they will become a tree without root. a fountain without
source,

How to set up *Unified Systemization”? Let's take a look at
McDonald’s, McDonald’s could offer its customers at any place in the
world the same service. the same environment and even the same food.
The key point is its standardized management, “Standardization” could
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solve all the discrepancy created by the difference of places and people.
Only Standardization creates unification. And Standardization sets up
Systemization, That's why all the McDonald’s stores in the world, no
matter large or small, give the same impression to its customers.
That’s the power of Standardization!

How to achieve the Standardization on software and hardware? We
know that in mechanical manufacture, the screws and screw caps made
by all factories in one country are of the same size and could be replaced
by each other. That is because all factories make screws and screw caps
according the national design regulations, So Standardization is achieved
by adhering to regulations and is based on Regularization. The estab-
lishment of regulations is the first foundation stone of the “Three-isms”
theory. The implementation of Regularization is the first basic step of
using the * Threc-isms”,

The Retail Industry is a field of “human”. not of “machines”. The
regulation and standard is the only way to instruct and restrict human
behaviors. And training and being trained is the best and most efficient
way of Regularization. So the first maxim in Carefour is “Being trained
and Training others is your first task and responsibility. ” This is why
in this series all the content is about operation regulations, and Opera-
tion Training has been separated from the training of Human Resources
as an important independent part of the whole system. If we compare
“Pyramid” to the set-up of “Systemization. Standardization and Regu-
larization” in this foreword, the Regularization will be the foundation
stone of the Pyramid. the Standardization will be the tool of construc-
ting the Pyramid and the Systemization will be the theory of construc-
ting the Pyramid.

To summarize above information. in order to solve the problem of
Chinese local supermarkets. 1 have experienced a long period of prac-
tice, research and exploration. 1 would like to tell readers that only
choosing the model of “Systemization, Standardization and Regulariza-




tion”, could supermarkets get good development while expanding con-
sistently., This series was completed on the basis of this central idea.
These books not only talk about theories. but also give the examples of
many large comprehensive supermarkets to explain how to apply the
theory of “Systemization, Standardization and Regularization” into the
practical operations of supermarkets. This series tells readers not only
how to operate the Cash Receiving Department, the Receiving Depart-
ment and how to manage stores, but the more important thing is to find
the importance of establishing the whole system and implementing reg-
ulations. It is just like solving math problems. these books not only
want to tell readers 4-+3=34-4, but also explain the math theorem of
A+B=B+A,

This theory has been used and transformed into practices in this se-
ries through store examples. These books cited some particular exam-
ples to explain some management concepts. For instance, to explain
how the idea of “The Customer is God” shows in supermarket opera-
tions, all the 10 sections of this series have related regulations and
standards. For example,
<> Do cashiers greet and smile to customers? Etc. In the Cash Receiv-
ing Section
How to satisfactorily solve customers’ complaints? Ete. In the
Customer Services Section
Do you give the customer a shopping cart? How to answer a
customer’s question? Etc. In the Training Section

So o

Is the merchandise display convenient to customers? Are price la-
bels and signs unmistakable? Etc. In the Merchandise Administra-
tion Section,

<&

Has the water on the floor been cleaned up in time to prevent cus-
tomers from slip? How to handle the customer feeling unwell in
the store? In the Security and Loss Prevention Section

<> Is the customer service quick enough? Is it allowed for customers to try



the merchandise? Etc. In the Fresh Food Departments Section

If a retailer could achieve the aforesaid requirements from store
regulation level, how come its customer service could not be improved?

Absorbing from advanced management theories of foreign retail-
ers, extracting from the experiences of local retailers and combining the
practical situation of Chinese Retail Industry, this series established the
frame of the “Systemization, Standardization and Regularization” of op-
eration for large supermarkets through the regulations of 10 sections.
The design of the whole operation system was be precise, clear, com-
plete and unified. The concepts, the style and the content of this series
are intended to meet international standards. Although this series could
not solve all the problems of Chinese Retail Industry. it could become a
good reference to guide retail practices and solve practical retail prob-
lems. I hope this series could “cast a brick to attract jade”. offer a few
commonplace opinions so that more people with insights could study
and pay attention to the development of Chinese Retail Industry, and
more new theories and new models could appear on the modernized su-
permarket operation stage. so the competitiveness and the management
level of Chinese Retail Industry could be improved and Chinese retailers
could have the ability to compete and develop with international retail-
ers during the WTQ era.

It is based on the attitude of innovation and discreetness that I
wrote these books. Errors and neglects could not be avoided because of
the limitation of my knowledge and experience. | sincerely hope dear
readers and the specialists of foreign retail industry could give me your
precious comments,

Christine Dai
August 2002



Merchandise Administration

Introduction

Merchandise Administration is a necessary skill and basic working con-
tent of a supermarket manager. As the modern computer information manage-
ment has been introduced into modern supermarkets, every single SKU
( Stock Keeping Unit) could be supervised. Merchandise Administration
does not only mean to keep a reasonable inventory level, its more important
role is using the tool of data analyzing and forecasting to control merchandise
situation in order to keep merchandise administration ahead of the market
place, competitors and even customers and being adjusted according to mar-
ket fluctuation. Merchandise Administration is just like answering math
questions, that is, one theorem can solve hundreds of different questions and
different theorems can be applied into one question, the purpose is to find
correct answers. There are many principles of merchandise administration,
but no principle is fixed. All principles can be transformed and changed ac-
cording to practical situations in order to reach the optimal merchandise oper-
ation.

This section focuses on the merchandise administration of non — fresh
departments. The main content includes the purpese of merchandise admin-
istration, the price labels of merchandise, the management of merchandise

display, sales, tuns and inventory and the shrinkage control.

Merchandise Administration
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