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To our fathers
for their early instruction in retailing.
Robert F. Lusch
Patrick M. Dunne



This book on retail management was written because we believe that the
current offering of retail textbooks can be improved. We believe that most
retail texts are too descriptive and do not focus on explaining retail phe-
nomena. Retailing is not a simple process; thus simple description will not
suffice at creating the understanding necessary to prepare students for
careers in retail management. The understanding we attempt to develop
is based on the premise that the sophisticated retail manager must apply
both creative and analytical problem-solving skills. In addition, we be-
lieve that a solid understanding of the financial and performance dimen-
sions of retail organizations is critical to success.

Retailing is a complex subject and, we believe, one of the most fasci-
nating areas of study in marketing. Retailing combines not only market-
ing principles and concepts, but also concepts and theories from account-
ing, finance, economics, and management. In brief, the effective retail
manager must be able to integrate all business disciplines in order to oper-
ate a successful retail organization.

This book begins in Part I to acquaint the student of retailing with the
field of retail management by presenting a discussion of retail planning
and management. Emphasis is placed on the need for good strategic plan-
ning as well as good operations and administrative management. In Part
II of the text we examine the environmental factors that have an influ-
ence on the strategic planning process. Special attention is given to mar-
keting channels, retail customers, competition in retailing, and the legal
environment of retailing. Part 111 is alook at location analysis. Treatment
is given to the proper market area in which to locate and then to the selec-
tion of the best store site in that market area. The location decision is the
most long-term of the retail decisions. Management of retail operations is
discussed in Part IV. Special attention is given to merchandising, pricing,
promotion, store design and atmosphere, and customer service. It is not
until Part V that retail planning, administration, and control are dis-
cussed in detail. Clearly, strategic development should come early in the
retail management process; nonetheless we cover it late in the book be-
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Preface

cause we believe the student must first develop a good understanding of
operations management and the retail environments. We conclude the
book with a chapter on the future of retailing in 2001. This chapter should
help to prepare the student for the rapidly changing decade of the 1990s.

We believe that the ability to understand sophisticated retail con-
cepts and theories requires an exploration of these concepts and theories
through case study. Consequently this book incorporates 31 case studies.
These case studies cover many retail lines of trade including department
stores, hardware stores, furniture stores, drugstores, apparel stores, and
many others. By being able to apply retail concepts and theories in these
cases and by exploring them in classroom discussion, the student will be
better able to grasp the complexity of retailing.

This book is ““‘student-friendly.” It is written with the student always
in mind. The writing style is lively and clear. The graphics, design, photos,
and plentiful examples are intended to capture the interest of the student.
Each chapter includes at least two retailing-in-action vignettes that illus-
trate how retail enterprises are applying retail concepts and theories. In a
sense these are mini-case studies for the student and serve to enhance stu-
dent understanding of complex material. The end-of-chapter discussion
questions, chapter summaries, case studies, and glossary were all devel-
oped and prepared with the student in mind. Happy reading!

Part I Photo: West Edmonton Mall
Part III Photo: Lukens Steel Company
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Perspectives on
Retailing

OVERVIEW
The purpose of this chapter is to acquaint you with the nature and scope
of retailing. It will look at retailing as a major economic force and as a
significant area for career opportunities. Finally, it will introduce the ap-
proach to be used throughout the text to study and learn about the man-
agement of retail enterprises.
CHAPTER 1
Perspectives
on Retailing

I. What Is Retailing?
II. The Nature of Changes in Retailing
III. The Magnitude of Retailing
A. Exec 100: Retailing’s Top Achievers
B. Entry Barriers
IV. Retailing from Two Perspectives
V. A Retail Career
A. Common Beliefs
1. College Education
2. Salary
3. Career Progression
4. Geographic Mobility
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5. Women in Retailing
6. Societal Perspective
B. Prerequisites for Success
Analytical Skills
Creativity
Decisiveness
Flexibility
Initiative
Leadership
Organization
Risk Taking
Stress Tolerance
VI. Two Methods of Retail Management

A. Analytical Method

B. Creative Method

C. Two-Pronged Approach

VII. A Proposed Orientation

VIII. The Book Outline
Introduction to Retailing
The Retailing Environment
Location Analysis
Managing Retail Operations
Retail Planning, Administration and Control
. Future of Retailing
IX. Summary
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Have you thought about the impact of retailing on a country’s eco-
nomic growth? On your way home from class today look around you. It is
likely that you will see many fast food restaurants (such as Wendy'’s or
Pizza Hut), convenience stores (such as 7-Eleven or Circle K), or a neigh-
borhood shopping center with a grocery store (such as Food Giant or Safe-
way). You might even pass a regional shopping mall with several large
department stores, hundreds of specialty stores, and approximately one
million square feet of retail selling space.

Retailing is all around us and has contributed to the economic pros-
perity that we enjoy so much. Throughout history the nations that have
enjoyed the greatest progress have been those with strong economic and
retail sectors. Because strong retail performance is such an important fac-
tor in economic growth, this text will focus on how to manage and plan
retail enterprises to achieve high levels of performance. To do this, we will
be using a micro, rather than a macro, approach. We will concentrate on
how individuals in retail enterprises manage and plan, rather than how
the retail sector of the economy, in aggregate, should be structured, man-
aged, or planned through government policies.!

Although progressive societies have always had strong retail sectors,
the retail trades have not always been admired. Often, persons employed



