PLACE:  Channels of Distribution, Retailing Businesses

  I.  Retailing - all forms of selling to the final consumer.  Some industrial sales may take place in a retail setting, but it is still considered a retail store if over half of the sales are made to the final consumer market.

A.  Retailing and our economy



1.   Retailing adds economic value: time, place, possession, and information utility



2.   Retailing is a large portion of the overall marketing costs of products

3. Retailing holds many opportunities for work

4. Retailing dollars make up a large portion of the gross national product


B.  Retailing Terms



1.  Retail Stores - specialize in providing goods and services to the final customer



2.  Dealer – another term for retailer

3.  Wholesaler - known as a distributor


C.  Retailing Functions 

1.  Determine customer’s needs and wants and supply the appropriate goods and services

2.  Provide customers with a variety of merchandise

3.  Make sure supply meets demand

4.  Provide time and place utility 

5.  Provide possession utility - credit; other convenient services such as parking, gift wrapping, delivery

6.  Sell at fair competitive prices

II. Classifying Retailers

A. General Merchandise Stores

1. Department Stores - Retail store employing at least 25 people.  Carry clothing, gifts, and other goods and services.  Products are moderate to high priced.   

2. Mass Merchandisers - Sells many consumer items at reasonable prices.  These stores are large, plain, and offer less than department stores.  Products tend to be conservative and low priced.  

a. Quality Mass Retailers - Optimize low prices by carrying private brands.  **Sears

b.  Discount Retailers - Makes a policy of selling at reduced prices; to maintain the low prices and offer a fashionable image, discount retailers also carry private brands.  

**Wal-Mart (the nation's largest retailer)

c.  Off-Price Stores - Sells brand name and designer fashion goods at 20-70% below other retail prices.  Carries manufacturer's overruns, stocks left from cancelled orders, closeouts or discontinued styles, seconds and irregulars, goods manufactured out of season to keep factory workers employed, and importer's unsold merchandise.  No private brands are carried.  ** T.J. Max, Hit or Miss

d.  Outlet Stores - Usually operated by the manufacturer and carry only that brand of merchandise.  Products offered are manufacturer's overruns, seconds, and discontinued items at lower prices.  Channels of distribution are shortened and marketing prices are reduced.  **Tommy Hilfiger 

3. Variety Store - Carries a wide assortment of goods in the low price range.  Woolworth's was the first in 1879.  Variety stores are becoming obsolete, due to competing discount stores that carry a wider selection of merchandise.  **Ben Franklin

B.  Limited-Line Retailers - A retailer that sells only one kind of merchandise, or several closely related lines.  Specialty shops have a limited line of merchandise and a unique image.  

1.  Apparel & Accessories Stores  **Express

2.  Automotive Dealers  

3.  Hardware & Building Materials Stores  **Ace Hardware

4.  Home Furnishings Stores  **Pier 1

5.  Food Stores aka "Supermarkets"

a.  Specialty and Convenience Stores - Sole proprietorships that feature ethnic or gourmet foods.

b.  Combination Stores & Superstores - Combination stores combine food and drugs.  Superstores aim to be a one-stop shopping center.

c.  Hypermarkets - These store are 200,000 sq. ft. or more and carry groceries and general merchandise.  They carry more products than superstores.

6.  Warehouse Stores - A self-serve store featuring convenience goods in bulk quantities at low prices.


C.  Non-store Retailing - Selling to the consumer without the use of stores.


1.  Direct-to-the-Consumer Retailing 



a.  On the Street Selling  



b.  Door-to-Door Selling


c.  Party-Plan Selling



d.  Vending Machines
2.  Direct Marketing - (This method is becoming more and more popular because consumers are too busy to shop.)


a.  Direct Mail

Merchandise can be kept in an inexpensive place, rather than an expensive store.  No sales people are needed and delivery costs are usually paid by the customer.  Producing and mailing catalogs can be expensive.  Paperwork or computer tracking is a necessity.  Returns are frequent.

b.  Telemarketing

c.  Electronic Marketing with Computers (cyber media) and/or Television

III.  Forms of Retail Ownership

A.   Independent Stores - Stores owned or controlled by one person or family.

B. Corporate Chains – More than one store of a similar type, owned by stockholders and managed through a central organization.  **Wal-Mart, The Limited

C. Voluntary Chains ​- A group of independently owned stores that share some or all of their 

            buying.

D. Franchise - A group of independently owned local businesses that are run under  

 

an agreement with a corporation.  **McDonald’s

E. Leased Business - A business owned by a particular company but leased to someone else to  

operate. 

F. Manufacturer-Owned Store - Manufacturers take on the responsibility of retailing as well as manufacturing.  This is known as integrated distribution.  **Sherwin Williams
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