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From market-place to market-space

From fragmentation to consolidation and from localization to globalization, retailing has undergone a meaningful revolution
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There are the mere traditional
ecomomies of scale. If the same
ucrs are available through several
fe1ailess, then cost control becames
nne ol the paramount drvers of o
inabiliry
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of availability of prime locarions of

Trends

#deqisate sige (Swirrerland), leaving
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Consnlidation has several implica
tions fer both manulactuters and
retailers Iv makes it much harder for
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As petailers learn how 1o integrare
their mergers and acquisitions mose
tightly, especially wirth respect 1o
sourcing, the prevaiee oo manufactur-
erswill undoubtedly increass

Perhaps the mast dramatc change
an retailing las been the increasing
globalizgarion of retailers. The carly

leaders in glabal retailing were spe-
era

aity [nemase and franchise o
tiant Thest we
label formars
whether their primary activ

retailing mansinciurin
Furthermare, medel ard
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wuch that they could break eve
country with 2z few as B8 OF tW0
stores, Now one observes frue retailers
Roing owerueas with their formars car-
rying manulacturer branded producrs.

Despite the popularity of globaliea-
sian in retailisg, mast retailess age sl
struggling 10 develop comgetencies tn
succend in the global markers.
whiat exteni should the ‘original’ |
mat be adapred is 3 major lsue
Another refated question is which
activities should be centralized and
which should be decentralized
Cusrrenly, retailers believe that activ-
ties where substantial economies of
scale exitd, sich a5 merchandising and
dustributios, should be decentralized.
To protect against currensy fluctua.
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cisstomer count
rucial issues Having
e lahels can turn off
many, eipeaally yeunger, customers.
A strang retatler brand supported
i positive impact
gerial ralent
and empleyees. For manufacturers,
this meana that, ke in the past,
their counterparts i the rerail sector
are better infarmed and more analyr:
cal while hawing the
same educational
and  social
status
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tion, comply with local sourcing S04

requirements and serve local thpes,
mase 'hig’ retzil lormas prefer 1o
rely on logal suppliers. However,

if %% of merchandise is locally

hegin ta lose snme of their
global sourcing leverage
agains the mamifacrures and
wivantage against local com
petition. Finally, as lacal
[armers are often mandated
or pecessary, whe to seleet
and whar should be the role
of each parmer is a crucial
\yuestion

Most menulacturers are
seill in the process of develop
ing & coberent strategy on how
o interacs effectively with glob
al revailers. To what extent can
price differences of 40-B0%
between markets be sustabned in
she face of wransshipment by retadl
ers? How to keep the tradirional
retaibers who snll account fof & large
majority of the manufacnarer’s sales in
a particular country satistied while
serving the global rerailer who under-
curs established prices 1o gam a Jocal
mariker share? How 10 oTganize and
compensa! dedicated multination
abmuliifunctianal sccoane mansge-
el m to serve global reailers?
Thess are all as ver snived ques
rinns

Retailers were once considered trwe
merchants, making their profics fram
the sproad between their buying and
selling prices Today's most successful
retailers are not fust excellent mes
shamts, but they are developing a
wnique and, powerful image. THis ks
wrue hoth for retsslers whe earry pei
amarily private lahel merchandise as
well as for the more traditional rewail-
wrs whi carry manufacrurer hranded

prodducis
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for manufactarer:
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The pazt 25 years has seen the
emergence and growth of several new
i} formars and concepes. Today, we
#&# the supermarkst, department
store, hypermarket and supercentre,
discount store, cashand-carry ware-
houge clubs, factory outlets, catepory
killess, convenience stores, specially
retailers, &3 well as che gas stadon all
competing for Lhe s cusiomer.
Undoubtedly, of atl the formats, the
‘hig boa” hyparmarkels, large discosng
stores, warehouss clubn, and category
killers have had the most revolation-
ary impact. Their enarmous purchas
ing power that results in lower eoat of
woods and economies of scale Jruth
severe pressure an the traditional for

the future the Intermnet

e
uweleped warld. The Amazan book:
stare, which sells books through the
Taternet anly, is a prime sxample of
the revoluticnary potential of
Interner. A rew development is the
emmérgence of the ‘intelligent shopping
agent’, who rapidly sesrches the
Tntersset for the lowest price on a prod
uct, If they become
widesproad,
retailess may
[aca

gEreater
price pressure
in  ewregories
where the customer does
not need to Teel, see or toach, sad
whers the customer doss not desire
Instantaneous delivery {unless (he
product can be downloaded). The
retailers enmperirive focus will shift
froe the marker-place o the market-
wpace.

The traditional formats, especially
the supermarker and depariment
store, with their high codts will ses
mere and more cusiomers (162 1o these
new formats in search of betier value.
To fusrify their kigher cots, supermar-
kers and department stores have 1o
find ways 10 increase the valug they
pravide for the customer.

The méw formats offer bath new
pportunities and challénges for man-

wigerurers. Which of these new for:
mats 1o enter and when? How tn
develap distinctive offers for each
type of farmac® How to manage inra
brand comperition?

Surprisingly, ramany, retailing has
become & technalugically intensive
industry, Technology is cransforming
haw retallers configure the supply
chain; manage their stere cperation,
and intesact with customers. By estaly
lishing close links with their suppliers,
retailers can utilize ECR [efficient
consumer responss). ECR allows sup-
pliers to recesve daily updates of sales,
prices and inventories by item and by
store, Thus the entire value chain can
watl ca the prencigle of ‘sell one, ship
e, build ane
Techmolagy alsa makes it sasier to
manage theusands of siores spread
all aver the world and helps the
exparsion of recaders. Real rime
.\ information fram the stores

kesps the headquarters
informed af whar is happening
\ in each stare. Within the
#tore, sophisvicared shelf
mARAREMEnT programmes
ald merchandising to make
the ghalves easier 1o shop for
the congumer while maximiz-
ing prodits for the retailer

Plummeting dara process
| and storage costs give

ratailers todsy the ability to
track their custamers en an
individual basis. Who is buying
W what, when, and far how much?
/ This allows retalers to cutomsse

J their olfees at individual cus-
/' wmers. As retalders learm whe the

most prefitable customers are, we
will ahserve mors targered customer
astracrion strategies

Hisaders whe &0 pot, or are wnable
1o, st in such systems will be a1 a
disadvantage. And manufacturers, in
their megotiations with recailers, will
need to demonsicate the role that
their brand plays in the cacegory fud
the retailer as well na the profits that
it will generste for the retailer, Shell
spaen ecoeding to movement lmplies
that manufscturers must earn the
shelf space that i dedicated to them

Historically, retailers used to be at
the mercy of powerful multinationasl
manufacturers. Teday, some retaders
find shemselves much bigger in size
than their suppliers, and sise brings
prwer. Ip response to this shift in
power, many manufacrurers are alle-
cating # largsr proportion of their
marketing expenditure o trade pro-
motion instead of advernsing Thisis a
sell-defeating srrategy. Whale retailers
derive their power from size and mar
ket mecesa, @ manuiaciurer musi
degive its power from advertising and

product innavation invest
brasd equiry.

1f  rerailer doss not sto<k @ parmc
lar hrard and the customer walks o
of the srore, the manulastarer bss o
power. On the other hand, i the ous-
Lomer accepts an alternative |
then the retailer has the pawer. Tk
hing chai even the largsit Fetail

lers, spend m
trade promation, offer price
vice concessions, therehy g

nerships can bring fe
wnscead of using their power
mel the cther parey ints subimisie
Experienced manufactarers paw e
ize thar with some retailers, it wil
always be a power struggie. Hiwever,
théfé are arher resailers with whom
ane can develop a partnership 1ha
% an maximazing joint benetics
urers mcressingly have ro
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1hat ¢an funcrion differently in differ
ent rypes of reladonshis, which s dif
ficult

CONCLUSION: These changes ase
dramaric for the retailing industry
Fetaters have abwiys heen more mt- |
wer-driven than marufacturers @
because they were smaller, mare flexi- ;
ke and clager 1o the markerplace. A
retailer who was not masker-driven
received immediate [eedback from
custamers and had ro either sdaps o
went out of busness. Today, however,
there are several retailers who are
changing the retailing landscape and
driving cul aer's shopping behav-
inur and habits.

The et retailers today are usng
availabe technaloagy and new farmacs
0 re-invent the competitice retal mar -
ket-space. They have
wesing techanlegy and sy
their gros mArgng constant|
their comperition ban P
changes the nades of the game lm #mist
ing players wha are mapped because ol
thieir high-os husines systems

These rrvolistsonary retailers sre also
reconfigaring the value chain They ane
using their power 10 demand changes
from powerful manufacrurers and 4o
ving the manul¥furer's pricng, prod
uct, prometicn and sales srateges. AL

ving' s more dewr
&rs than ‘market-driven’. 0 -
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