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PREFACE

reparing the second edition of Retailing Today has been an entirely

different experience from writing the original version. First, as authors

we have gained the confidence in our approach and style that can
only be provided by a test in the marketplace. Our publisher's request for
a revised edition indicated that the first edition satisfied the textbook needs
of many retailing instructors. Second, we have the benefit of feedback pro-
vided by a variety of first edition adopters who offered many and varied
ideas. These suggestions have been carefully considered and many were
used in this edition. Third, our own experiences during the years between
the two editions, both in the world of retailing and in the classroom, have
enriched our understanding of the subject. The added insights we have
gained made it possible for us to refine our coverage of several topics.
Finally, the dynamic nature of retailing has created important changes in
virtually every facet of operations in the short time since the first edition. With
new developments occurring almost daily, offering an up-to-date book has
been a rewarding, but sometimes frustrating, challenge.

In contrast to the dynamics of retail operations, some aspects of teaching
retailing have not changed. In the preface to the first edition, we mentioned
two trends that we saw in college-level retailing courses: a growing orien-
tation toward middle-management decision making and a greater concern
with the impact of the environment on retail operations. If anything, we
believe these trends are at least as strong today. Thus, we used them as
guides in revising Retailing Today. The text has also been refined to be in
concert with two areas of growing concern in business, namely strategic
planning and management controls. We hope that our efforts in preparing
this edition will heighten students’ awareness and understanding of retailing
and better prepare them to begin careers in retail management.
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To facilitate a systematic analysis of retailing, the 21 chapters are
grouped into seven parts:

Developing a Perspective
Customers, Facilities, and Personnel
Merchandise Management

Pricing

Promotion

Financial Management

Special Topics

NN

The first chapter provides an overview of the field of retailing and a clas-
sification of types of retail operations. Chapter 2 offers a framework for retail
operations planning and introduces the components of the retailing mix,
which are detailed in Parts 2 through 6. The final part of the book deals with
several topics of special interest in retailing—franchising, services retailing,
nonstore retailing, and careers in retailing.

To round out a complete learning package, the book also includes:

e Several Check-Points in each chapter consisting of fill-in questions that allow
students frequent opportunities to check their comprehension and retention of
the material. Answers to the questions are provided at the end of each chapter.

® A Spotlight in each chapter describing a novel retailing practice, personality, or
controversial situation that offers additional insights into a topic covered in the
chapter.

® Point-by-point Chapter Summaries.

o Questions and Assignments following each chapter that review the material dis-
cussed, encourage interaction with retailing practitioners, and occasionally
stretch students’ imaginations or creative skills in dealing with issues faced by
retailers.

¢ Two Retailing Decisions, or short cases, following Parts 2 through 7. These single-
issue decision situations are intended to permit students the oppoertunity to apply
material described in each part.

® A Glossary/Index of retailing terms at the end of the book.

We have made a major effort to be succinct (this edition is 100 pages
shorter than the first edition) and to concentrate on decision-oriented ma-
terial. Those familiar with the first edition will recognize that this revision is
five chapters shorter. The reduction was accomplished through careful ed-
iting, consolidating some chapters, and eliminating chapters of limited in-
terest. We feel this reduction improves readability without significantly af-
fecting the content. When appropriate, key concepts and points are
emphasized with figures, photographs, and cartoons. Throughout the book,
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Preface vii

specific examples of actual strategies and decisions are included toiflustrate
the realities of retail management.

For this edition, we obtained valuable information from a wide variety of
publications, retailers, and researchers. To these individuals and organi-
zations, too numerous to mention individually, we are extremely grateful. We
also appreciate the efforts of our students at Fort Lewis College, Arizona
State University, and Utah State University who participated in the classroom
testing of the text. Their reactions and comments were valuable inputs in
decisions about the best way to present the material. We had the benefit
of a review by Professor Anne Potter, Retail Management Program Director
at Holyoke Community College. Her careful evaluation of the manuscript,
suggestions on material to include, and fresh insights into methods of
presentation were most welcome. Several individuals at Harcourt Brace
Jovanovich, Inc., were instrumental in preparing this edition: special thanks
to David Kreitzer, Terry Retchless, Peggy Monahan, Geri Davis, and Sue
Lasbury.

Finally, we express our appreciation to the secretaries without whose
patience and extra effort this project would have been impossible: Janette
Crandall in Durango, Colorado; Connie Niedner, Lynn Atwood, and Jean
Hodson in Tempe, Arizona; and Barbara Marinelli, Lori Pehrson, and Cindy
Blake in Logan, Utah.

The first edition of Retailing Today was dedicated to our wives—Helen
James, Pam Walker, and Chris Etzel—and our children—Dan, Jennifer, and
Darla James; Therese, Steve, and Scott Walker; and Gretchen and Kate
Etzel. This second edition is dedicated to them and also to our parents—
M.B. and Clara James, Frank and Helen Walker, and Al and Audrey Etzel.
As time passes, we recognize and appreciate more fully the many contri-
butions they have made to our lives.

Since it is unlikely that any of the aforementioned will (or should) accept
responsibility for any errors or omissions in the book, we hereby acknowl-
edge our fallibility! In turn, we encourage our readers to make their criticisms
and comments known to us.

DON L. JAMES
BRUCE J. WALKER
MICHAEL J. ETZEL
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AN OVERVIEW
OF RETAILING

t is Saturday morning at the Russells’ house. Bob, who just turned

40 and became conscious of a middle-age paunch, has risen early

to try out the new jogging shoes he bought at the franchised athletic
equipment outlet in the local mall. As he does the stretching exercise rec-
ommended by the salesperson, Bob recalls the bewildering variety of
brands, styles, and prices of shoes and the numerous outlets spawned by
the current health consciousness fad. How, he wonders, can so many re-
tailers respond so quickly and completely to consumers’' desires?

Starting out the door he remembers the advertisement in Friday night's
newspaper for the newly opened home improvement center. According to
the ad, it not only offers building materials and tcols, but the salespeople
will also show him how to construct the patio cover that he has been post-
poning for two years. It is about time somebody helped out the novice do-
it-yourselfer, he thinks to himself.

Janet Russell is in a hurry this morning. Because of rapidly rising prices,
she recently took a part-time job in a clothing boutique to help supplement
Bob’s income. Actually, with the children in school, she wanted something
to do anyway, and working with people sounded like fun. However, she has
been surprised by several aspects of the new job. After her initial training,
she was alerted by her employer about the serious and growing shoplifting
problem in retailing. She was given several tips on spotting potential shop-
lifters and was told what the laws are regarding confronting a suspected
thief. Her second surprise was the amount of nonselling activities included
in her job. Checking incoming merchandise, calculating markups, keeping
sales and inventory records, and tracking markdowns were all new to her.
Retailing has proved to be more complicated than Janet expected it to be.
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4 Chapter 1

As she fixes a quick breakfast for the children, Janet glances at the
grocery list she prepared last night. Today she is trying the new telephone
grocery shopping service for the first time. According to the description that
came in the mail, if Janet calls in an order by 9:00 am., the order will be
delivered by 4:00 pM, the purchases charged to her bank credit card ac-
count, and satisfaction is completely guaranteed. With the new job, spare
time is more precious now and for the small additional cost of shopping by
phone, Janet is looking forward to several hours of “extra” time each week.

Andy, the Russells’ 17-year-ald son, has several things to do today. First,
he plans to take his newly acquired (but very old) car to a diagnostic service
center to find out what kind of shape it is in. Later in the day, he is going
to apply for a summer job at a local department store. His friends have not
been very encouraging, telling him that he will probably have to work eve-
nings and weekends. But with college only a year away and jobs scarce,
Andy is not too choosy. Finally, he is going to exchange the stereo receiver
he got for his birthday because it is a little tooc wide for the cabinet he built.
Andy recalls with considerable relief that the retailer who sold the stereo to
his parents has a liberal return policy.

Mary Russell, soon to complete the third grade, is looking forward to
today's mail delivery. It has been almost a month since she and her mom
ordered doll clothes from a mail order catalog that promised delivery within
four weeks. Before anything else, however, she is going to watch some
Saturday morning television. Since her parents subscribe to a cable T.V.
service, she can now choose among nine channels instead of only four.

Six-year-old Tommy Russell is a “cartoon freak,” so he will be joining
Mary in front of the television. During the last few days he has not stopped
talking about his upcoming birthday party. Ever since his mother told him
he could take several of his friends to a fast-food franchise for a special
birthday celebration, he has been on cloud nine.

This slice of middle-class American life illustrates several aspects of the
subject of this book. Retailing is a vast and dynamic component of
our economic system and, as such, is an important part of our lives. It is un-
likely that a day goes by in which we do not make retail purchases.
Though consumers are in frequent contact with retailing, few have an under-
standing of what goes on “behind the scenes,” that is, the activities and
decisions of retailers that make it possible for them to satisfy consumers’
needs.

In the vignette the responsiveness of retarfers is reflected by the offerings
provided to satisfy newly identified needs like health and physical fitness:
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by alternative organization structures—like franchising—that have stream-
lined the distribution of many products and services for a mobile population:;
and by alternatives to the retail store, such as phone orders and catalogs,
that increase customer convenience.

The importance of operations is also demonstrated in the vignette. Per-
sonal selling, advertising, and supplementary services such as guarantees
and return policies are illustrated. Finally, the vignette indicates that retailing
is not without problems. Shoplifting and the need for preparation and training
of personnel are only a few of the challenges faced by retailers.

A major objective of this book is to provide an organized framework for
understanding these and other aspects of retailing, the one segment of
business that plays a larger part in our lives than any other.

RETAILING AND RETAILERS

Two concepts—retailing and retailers—are central to this book. The first and
most basic concept is retailing, which can be defined as all the activities
associated with the sale of offerings for final consumption. Besides “sale,”
the key terms in this definition are “activities,” “offerings,” and “final con-
sumption.”

The term activities is used because retailing consists of much more than
selling. Merchandise must be selected and purchased, prices set, adver-
tising designed and placed in various media, inventory taken, budgets pre-
pared, and many more activities performed in order to engage in retailing.
Offerings indicates that retailing includes the sale of both products (like
automobiles) and services (such as auto repair). In an economy in which
services are so important, it is vital to remember that products are not the
only objects of retail transactions. The phrase that distinguishes retailing
from other business exchanges is final consumption. The consumer who
buys a car for personal use is purchasing for final consumption. If a cor-
poration buys cars for use by its service personnel, however, the product
is not being directly used by consumers, and therefore, the sales cannot
be classified as retailing.

Retailers are firms engaged primarily in retailing. Thus, a business can
engage in retailing, but not be a retailer. For example, some manufacturers
maintain factory outlet stores near their plants for public relations purposes
or to sell substandard merchandise at discounted prices. However, because
these firms are principally involved in manufacturing, they are not considered
retailers. The exceptions to this rule are service retailers. Barbers, beauti-



