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The purpose of this sudy was to determine the importance of micromarketing
merchandising in the gppard retall industry. Review of available literature was conducted
to obtain varigbles that effected micromarketing merchandising in different indudtries.
Generd merchandising managers of 20 gppard retail store chains were interviewed, A
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CHAPTER 1
INTRODUCTION

Theretall indudtry is growing at avery fast pace. The market islarge but
customers are limited, hence the competition is high. Too much supply is chasing too
little demand. Cities and towns are overstored, with numerous formats vying for atention
in amature marketplace. The products sold are of the same kind (Beninati, 1997).
Currently, retalers are sdlling through different mediums like stores, catdog, Internet and
telemarketing among others. In view of increasing competition, it is getting more and
more important for retailers to better understand their market and customers, and provide
them with the kind of products for which they are looking, astheright product would
help the retailers gain an edge over their competitors.

Largeretall chains have stores located in regions that not only differ in the
climatic conditions, but aso in demographics of the population. Some of the stores could
be in resort areas, in downtown, in more forma set-ups or somein college towns. The
needs of the population in each of these locations could vary to agreat degree, and it is
very important for aretaller to congder the variation while buying for different regions.

Globdization of the retall industry has increased customer options, meking it a
customer-dominated market. Whether it isan individua store or alarge chain of stores, a

customer will go to the store that satisfies his needs at the price that he iswilling to pay.



But, societies are becoming fragmented and there is a huge variaion among the
customers in one location to the customers in another. According to U.S. Census data, the
minority population rose by about 34% from 1990 to 2000, compared with a growth of
just 5.9% for the Caucasian population. Over the past decade, household income growth
of African American (32.5%), Higpanic (24.3%), and Asian American (23.1%) homes far
surpassed that of Caucasian households, which was just 14.2%. That growth trandates
into greater buying power at retall level, particularly apparel retail, Snce minority groups
rate fashion as high priority (“Crossing Cultures’, 2002). The socid and cultura
environment thet the consumer lives in influences his behavior. Hence, it is becoming
more important to structure on€'s store based on the requirements of each location of the
gorein order to satisfy the customers. Thisiswhere micromarketing comes into the
picture. Micromarketing involves customizing the products in the store based on the taste
of local consumers.

Micromarketing merchandising is the buying of customized products using
marketing mix elements to the store leved instead of buying the same products for every
gore in the chain. It represents an interest of the managers of aretail chain to take large
operation advantages and yet be able to operate with the flexibility of small independent
neighborhood stores. It involves buying of products based on the requirement of
customers of a particular area (Montgomery, 1997).

The way sdlers sl in the market has been changing through stages of mass
marketing, product variety marketing and target marketing. Mass marketing involves

providing the same product to every consumer. Product variety marketing involves



producing two or more products that differ in terms of size, qudity and so on. Target
marketing involves producing products specific to the market and consumers. Today,
companies are moving towards the concept of target marketing due to fragmentation of
the markets. The concept of micromarketing has evolved with the difference in needs
and lifestyles of the different micro markets. Micromarketing is being used by companies
to tailor their marketing systems to fit the needs of target consumers based on geographic,
demographic, psychographic or behavior segments (Kotler, Armstrong, Saunders &
Wong, 1996).

A move towards micromarketing could help in retaining the cost savings of large
nationa and regiond chains while serving their cusomer by developing more customer-
oriented strategies that cater to neighborhood markets, just as sl independent
neighborhood retailers have been able to do for along time in the past (Montgomery,
1997). Americans are seeing amgjor shift from mass marketing to micromarketing as
messages and products become customized to smaler and smdler groups of potentid
buyers. “If | am able to target my marketing program, | can increase the relevance of my
message to the consumer as | decrease the clutter in the environment. | don’t have to drop
300,000,000,000 couponsif | have better-targeted ddlivery vehicles’ (“Learning How to
Target Consumers’ 1993, p. 7).

It isimportant to design amarketing Strategy that caters to the target market asit
increases the chances of getting afavorable reaction from the customers and in turn may
result in repeated purchases (Peter & Olson, 2001). The options available to customers

areincreadng. If acustomer does not find what he islooking for in one place, he will go



to another. Sdllers can focus on consumers who have greater purchase interest instead of
scattering their marketing effortsto dl the consumers (Kotler, Armstrong, Saunders &
Wong, 1996).

Achieving customer loydlty is one of the most important factors in success of a
store (Bonoma & Shapiro, 1983). If a customer does not find what he wants from one
store, he will go to another. Unfortunately, every geographic areais made up of people
with different tastes, buying habits, standards of living, and ethnic origins. To better
understand the needs of customers, the market has been divided into segments and this
processis caled market segmentation. “It is the process of separating a market into
groups of customers, prospective customers (prospects), or buying Stuations such as that
the members of each resulting group are more like the other members of that group than
like members of other segments’ (Bonoma & Shapiro, 1983, p.1). By targeting a specific
segment of the population and meeting their requirements, a retailer can achieve the
loydty of that ssgment instead of trying to please everyone. Segmentation theory
proposes that groups of customers with smilar needs and buying behavior are likdly to
demonstrate a homogenous response to marketing programs. Hence, if abusiness usesa
segmentation approach it can use its resources to focus on a particular sesgment or a group
of segments of customers that have homogeneous requirements. This alows for amore
efficient application of resources and ensures that customer offerings are successfully
targeted (Sollner and Rese, 1998). A sdler needs to identify the segments that he wants to
cater to, or identify histarget population to make al the marketing efforts toward that

particular segment to maximize profits.



The kind of assortment based on sizes, colors, styling, and variety, that is
provided to the customer could be an important factor in determining the success of a
retall chain. The micromarketing merchandising strategy isimportant in every type of
retail chain, beit agrocery store, discount store, specidty store or an exclusive gpparel
retail store. Retail chains need to develop customer-oriented strategies that cater to the
neighborhood markets, just as smal independent retailers are able to do. The Stores aso
have to combine the advantages of large operations with the flexibility of independent
neighborhood stores. To understand the market, some of the large store chains have
resident buying offices that provide buying advice and other market related services to
the buyers of the stores (Montgomery, 1997). Market researchers study the customers of
the regions they are assigned to and give feedback to the buyersin the corporate office
that asssts them in buying the right products. Thisin turn helps to increase profits,
reduce markdowns and build customer loyalty.

Wal-Mart has combined human effort with technology to successfully implement
the concept of micromarketing in the gppard divison. The company believesthat even
among the plus sizes, each sore has different requirements. Congtant efforts are made to
ensure that each store has the sizes that are demanded by the customers of that store. "The
one sizefitsdl concept amply doesn't work anymore in the retail industry,” says Tom
Coughlin, president and CEO of Wd-Mart Stores divison. "Customerstell us what they
want and it is our respongibility to meet those needs' (“Why Wa-Mart Works?’, 2002, p.

23).



Thereis resstance to micromarketing in the industry, asit requires more people
and creates additional overhead. Most companies have been reducing staff to cut costs as
the firgt step to improving earningsin ano-growth marketplace. But, becoming alow cost
company is not a sustainable competitive advantage. Micromarketing will not work with
fewer people and no new systems to handle the requirements of the customers.
Consumers are no longer a nationa mass body. Peopl€ s purchase decisions are now
heavily affected by where they live. For example, in the 1970s, McDonad' stested anew
breakfast product caled Egg McMuffin. It was arousing success in the Midwest and
Northeast but a disaster in the Southeadt. At the time, most people in that region had
never heard of eggs Benedict, it was dso virtualy impossible to find English muffinsin
the typica grocery store. Nationd advertisng was ingppropriate. Only after the
southeastern McDonald' s franchisees devel oped a customized marketing strategy, which
explained the product in a humorous way, did McDondd' s have awinner in dl regions of
the country (Hapoienu, 1990). Hence, it isimportant to understand the concept of

micromarketing merchandising and study dl the factors that bring about micromarketing.

Purpose of the study

Retail chain stores are beginning to understand the importance of meeting the
customer needs in order to be successful. There has not been much research done in the
area of micromarketing merchandising specificaly to appard retall chains. The proposed
research attempts to determine the various methods of micromarketing merchandising

employed by buyersin gppard retail chains. For example, some stores have a standard



stock list that require dl storesin aretall chain to carry the same stock, whereas other
gores use the optiond stock list approach which gives each of the stores flexibility to
adjust its merchandise mix to local tastes and demands. This research involved a study of
the variables that influence micromarketing merchandising and aso examined the impact
of micromarketing merchandising on customer loyalty.

The results of this study will help retailers gain further knowledge about the
importance of micromarketing merchandising in the appard retal industry. The results
aso will help them understand how variables like product pricing, assortment planning,
markdowns and sales are important in micromarketing merchandising which in turn heps

in success of the store by achieving customer loyalty.

Objectives

The objectives of the study were:

1. Todeermineif areationship exists between product prices and micromarketing
merchandisng.

2. Todeermineif areationship exists between markdowns and micromarketing
merchandisng.

3. Todetermineif ardationship exists between sore sdes and micromarketing
merchandisng.

4. Todeermineif ardationship exists between assortment planning and

micromarketing merchandising.



. To determineif micromarketing merchandising can lead to customer loyalty.

. To determine the various methods of micromarketing merchandisng employed by the
buyersin appard retail chains.

. Todetermineif there are any other variables that influence micromarketing
merchandisng.

. To determine the extent to which the above varigbles influence micromarketing

merchandisng.



CHAPTER 2
REVIEW OF LITERATURE

There have been alarge number of studies conducted in the area of
micromarketing merchandisng. Many of them have been in areas rdated to market
segmentation and psychology of micromarketing and have been largely conducted for
discount merchandisers. But, there has been little research conducted in the area of
goparel micromarketing.
Theoretical framework

Previous sudies in the area of micromarketing merchandisng identified
numerous variables being influenced by micromarketing merchandising. Baurnol and Ide
(1962) attempted to show how just one merchandise factor--variety--influenced sales,
costs, and profits. The model developed in their study moved towards profit
maximization for the firm, but failed to consider many of the merchandising factors that
could be handled at the department level. Darymple (1966) attempted to develop a
departmenta decison mode by congdering variables like dollar profit, sdes volume,
square feet of space, average retail stock, initid markup percentage, and markdown in
dallars. Though Darympl€ s study used aregresson modd, this study involved a
qualitative analyss of the relevant variables for the concept of micromarketing

merchandising.



A gudy of the available literature showed that product pricing (Montgomery,
1997), markdowns (Beninati, 1997), assortment management (Beninati, 1997), net retall
sales (Mathews, 1995) and customer loyaty (Kaish, 1991) are varigbles that influence
micromarketing merchandising. Based on the previous studies the following modd is

proposed:

Product Pricing

Markdowns

Micromarketing Merchandisng ¥ Customer Loyalty

Retall Sdes

Asortment Planning

Figure 2.1: Proposed Modd for Factors | mpacting Micromarketing Merchandising

The factors like pricing of the product and markdowns could be strongly impacted
by the kind of consumers that a store is targeting. The pricing of a product dso can be
done on the basis of segmentation. Same products could be priced differently based on
what a consumer in that area is willing to pay for it. The prices of products aso could be
changed based on the time of the year. The stores could be sensitive to markdowns based
on the location. The posshility of markdowns dramdicdly increesng the store sdes

could be higher in college towns or areas that have lower standards of living. Hence the
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factors like pricing and markdowns could form an important factor in micromarketing
merchandisng.

The assortment of products is another aspect that could be consdered an
important factor in micromarketing of products. The geographic as well as demographic
factors would influence the kind of gppard that needs to be stocked in a dore
Demographic factors include the ethnic population, college towns and so on, which
would be a factor in deciding if the store needs to have more petite Szes or more fashion
oriented products. The geogrephic factors will influence the socking of winter or

summer clothing or beachwear.

Micromarketing Merchandising

A customer always looks for a store that has exactly what he wants. In the days
when competition was less intense, a store could target a wide range of customers.
However, it is getting more and more important to have a specific target group of
customers and then provide the products that the group is seeking. Americais
experiencing diversty in the lifestyle of people. Hence it isimportant to determine what
customer needs and satisfy their needs (Murray, 1998).

Stores like Target change their dall inventories based on which doll sdisbestina
paticular area. The Chicago store carries Jays potato chips and the Phoenix store carries
Saguaro brand. The store inventory varies by amaximum of 20%. But, the customers fed

good about getting the products or brands for which they are looking (Murray, 1998).
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“Target’s micromarketing efforts aso include: Minnegpolis stores carry ice
fishing gear, such as tents, to save and protect the fishermen from the cold; the Maryland
Parkway store in Las Vegas has no fishing gear, but is heavy on camping equipment and
bikes, snce both are mgjor locdl activities; the Grestland store in Woodbridge, Virginia,
features a gpecid section of Spanish language cassettes and compact discs in a separate
section called Musica Latina, while the new store located 20 miles south, in
Fredericksburg, Virginia, has no Spanish language music section” (Halverson, 1996, p.
31).

It is becoming more important to identify characteristics of customers of different
geographic locations. It is aso important to find out how the needs of a customer from
one area differ from the needs of a customer from another. Retallers have tried to form
clusters based on smilarities among customers and then cater to their needs. Maps and
spreadshets are generated on the computer, which can tell what is sdlling at each store.
These hdp in forming the clusters of stores for which the same micromarketing Strategies
arefollowed (“Making the Most of Micromarketing”, 1994).

Culturd habits, interests, attitudes and behavior of people from different ethnic
origins remain as they were in their home country even though they are American
citizens and are proud to be here. The needs of these consumers are different and their
numbers are increasing. Hence aretailer needs to understand ethnic population segments
in order to meet ther requirements (Hillard-Jones, 1996)

Retail micromarketing involves profiling, targeting, attracting and retaining of

consumers. A retaller needs to collect in depth information regarding the customer

12



through avariety of different methods. Profiling hdpsin identifying very smdl groups of
customers that have smilar characterigtics. Once the retailer finds out the profiles of their
customers, the retailer needs to decide which customer they want to target. The target
customers are the most promising customers who are worth the time and can bring about
asubgtantia increasein the overall sdes. The customers can be divided into categories
based on their purchase history and some unique characteristics that the customer
possesses. The method used to attract these customers depends on these differences. The
retailers use frequent buyer programs, continuity programs and frequency marketing to
retain their customers. These programs require excellent micromarketing skillsto be
successful (Pearce, 1997).

Hence, the concept of micromarketing merchandising is gaining importance in the
retall indudry. It is becoming one of the mgor factors resulting in the success of retall
chains and aso one of the main aspects responsible for making the customers happy.
Much research has been conducted in the area of micromarketing merchandising. After
andyzing dl the published research on thistopic, the following variables seem to have
brought about the concept of micromarketing merchandising: customer loydty (Kdish,
1991), product pricing (Montgomery, 1997), assortment planning (Beninati, 1997), net

sales (Mathews, 1995) and markdowns (Beninati, 1997).

Customer Loyalty
How well a store manages to maintain its position in the market or become a

successful retailer depends on its ability to adapt itself based on the changing needs of the
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customer. The more a store meets the needs of a customer, the customer will be more
loya towards the store. Kaish (1991) conducted a study on micromarketing
merchandising and found that customer loyalty is avery important agpect in the retall
industry. The study pointed out that the customer profile kegps changing dl the time and
retailers require strategies that build market share through customer loyaty. Because
there will be an increasing fragmentation of customer base through income polarization,
ethnic diversty, lifestyle diversity the strategic advantage for sellers will be the ahility to
manage a the micro level. Retailers can survive with a srong merchandise mix, agood
technology base, and building reationships with custsomers. The study aso showed that
successin retalling demands sengtivity to diverse cusomers and willingness to offer
diverse products and services. The key will be to market not to the masses, but to
individuas (Kdish, 1991).

A customer expects aretailer to have a knowledgeable saff available at al times.
In addition, they do not want to wait for their purchases. It is becoming and more difficult
to please a customer, which is very important to achieve customer loydty. But, the
pressures of modern life suggest that a customer will remain loyd to agtoreif it provides
the right service and products. The retailer knows that it is complex to customize
products for specific ssgmentsin different store locations, but retailers aso understand
that customizing products is aso the key to achieving customer loydty (Beninati, 1997).

Copulsky and Wolf (1990) in a study on relationship marketing aso mentioned
the importance of building customer loydty. The study emphasized the need for building

adatabase of their present and potentia customers, which recorded information regarding
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awide range of demographic, life-style, and purchasing habits. Another important aspect
was sending messages to these customers in different forms through established and new
media channels based on the consumers characteristics and preferences and tracking
each relaionship to obtain information regarding the cost of acquiring the lifetime vaue
of his purchases. Thus, relationship marketing could become an important factor in
success of aretailer.

Customer loyaty needs a corporate gpproach due to its high level of importance
inretailing. A study conducted on store loydty in the United Kingdom showed that
consumers with smaller budgets not only seemed more loyd to stores than consumers
with larger budgets but aso spent double the amount in their first choice store (Knox &
Denison, 2000).

It isnot possible to meet the requirements of each and every customer. The
concept of market segmentation postulates thet if a store concentrates on a particular
segment of consumers, it is then possible to meet their needs more precisely and maintain
their loyalty to the store. According to astudy conducted on customer loydty asabasis
for market segmentation, the profits of a store are directly related to customer loyalty
(Enis & Paul, 1970). The determinants of consumer loyalty are the socioeconomic factors
of the consumer and of the consumer household. The socioeconomic factors include
family life-cycle stage, educationd attainment, religious preference, occupation of the
household head, automobile ownership, and intercity relocation in the last ten years (Enis
& Paul, 1970). It isimportant to understand how dl these concepts relate to the target

customer to meet their requirements and gain the loyalty of the target customer.
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Congdering different aspects of customer loyalty, this concept proves to be of utmost
importance. Understanding the needs of the customer and meking sure that the store can

provide for those needs becomes an important task for retail chains.

Product Pricing

A study conducted by Montgomery (1997) for creating micromarketing-pricing
drategies usng supermarket scanner data showed that 75% of al profits are made on the
products sold at everyday price. The everyday pricing does not need large advertisng
outlays, they are easy to implement, will not provoke a competitive response and can
eadly be apart of micromarketing merchandising. Currently, some retailers practice
zone pricing which isaform of micromarketing. But, changing prices of individud
products, for example, changing the prices of private labelsin affluent neighborhoods
where the market is not very price sengtive can result in higher profitability. The study
showed that customizing prices by store could increase profits at the chains by 20%
(Montgomery, 1997).

One of the mogt powerful and influentia tools available to marketersis price,
Price influences consumer purchase behavior and thisin turn affects the sdes of the retail
gtore and the profits. A study conducted on consumer price sengtivity indicated that
consumers with large incomes are not so price sendtive than the consumers with
rdaively smdl incomes (Han, Gupta& Lehman, 2001). Hence it isimportant to study
the consumers and classify them based on their income level to meet their price

requirements or to define the target population of the store.
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A study conducted to examine the variability of brand price eadticity across retall
gtores based on ethnicity, income and brand determinants showed that the pricing
decisons are often made after studying the local population and its sengtivity to price.
The study aso showed that the behavior of the consumer aso relates to the variability of
brand price across different storesin the same retail chain. The characteristics of the
consumers can dramaticaly affect the way they buy. Between 1990 and 1997, the share
of Higpanic consumer spending increased from 5.2% to 6.1% and a similar increase was
seen among the African- American population. The chains that have storeslocated in
areas with high population of these ethnic groups need to congder the price sengtivity of
these groups in making decisons regarding store pricing. Findings indicate that there are
advantages of having store specific pricing mainly when the retailer is able to set prices
to increase profits by matching the prices to the customers who patronize a particular
gore (Mulhern & Williams, 1998).

The vaues and norms of different ethnic populations determine the way they buy.
Research conducted to study the effect of culture on retail pricesindicated that areas of
the domestic market with large ethnic or immigrant populations have different culturd
environments and this, in turn, can effect the kind of marketing mix thet is required for
that area (Ackerman & Tédlis, 2001). A Chinese consumer will be careful about the
amount he spends on a particular product not because he cannot afford to pay the price
but because of the socid norm of frugaity among the Chinese (Ackerman & Tédlis,

2001). Hence pricing becomes an important criterion for micromarketing merchandising.
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Assortment Planning

A study on assortment management established that most retailers are good at
stocking a product in a store e the right time. But, making sure that the product is exactly
the right one for the store is a difficult job. In American retailing supply exceeds the
demand. With stores being located in diverse geographic locations, decisionmaking gets
complex. The buyersin the home office are most aware of the saes trends, the fashion
for the season and what the competitors are doing, wheress, loca store managers and
sdes gaffs are more aware of the needs of their customers, their changing requirements
and the locd events taking place. The suppliers manufacture for many different retallers
and learn about the loca trends with greater accuracy. They aso can have a better idea
about the lead-time for manufacturing and replenishment (Beninati, 1997).

The information from al three players, the buyer in the home office, sore
manager and saes saff, and the suppliers, should be considered in order to make
decisions on assortment planning. Proper assortment planning helpsin reducing
markdowns, increases sales, reduces inter-store transfers and builds customer loydty. A
store that used inputs from the buyer, store manager and the suppliers to take care of the
assortment of products showed a 12.5% increasein its profits. Most of the results were
from reduction in markdowns (Benineti, 1997).

A study on effects of assortment on buyer preferences suggested that the product
assortment not only helped in satisfying the wants of the customer, but dso helped in
influencing the preferences and wants of the buyer (Simonson, 1999). Some of the stores

are developing aformat that would meet the needs of consumers based on regiona
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differences. For example, the areas that have high Hispanic or Asian populations would
require more petite Szes. The smaller towns would reguire awider assortment of clothes,
as these areas will have very few appardl outlets (Grewa & Levy, 1999).

Modes of consumer choice of shopping destinations aways include * assortment
available to the cusomer” as one variable. How much choice needs to be provided to the
customer is based on the target customers to whom the Storeis catering. A study
conducted on assessment of assortment and ambience, showed that assortment offered in
the store was amgjor decision making criteriafor the customer to remain in the store or
walk out to another store (Montgomery, 1997).

The gze of assortment that would make a customer happy depends on the
activities the customer isinvolved in and lifestyle of the customer. Hence, it isimportant
to understand the customers and meet their needs. Thus managing the assortment

becomes an important variable for micromarketing merchandising.

Sales and markdowns

The am of micromarketing isto make agroup of stores into separate marketing
units that satisfy the needs of its unique customer group. As the right product reaches the
right customer, sales would evidently increase. Thisin turn would increase the chances of
success of the gore. If customers are happy, they would remain loya to the store asthis
is an important aspect to boost the performance of the store (Mathews, 1995).

Retailers use markdowns to eiminate nort sdlling products or excessive

merchandise. It isimportant to be careful with markdowns as they could drastically bring
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down the profit margin. If aretailer is consarvative with markdowns, they may redize
high inventories and not have money to buy new products (Friend & Walker, 2001).

Retailerstry to clear their inventories either by promotions of products or
markdowns. These are both necessary to remain compstitive, but can cause problemsin
bottom line profits. Retailers need to understand how much and at what price their
customers will buy a product (“ Revolutionizing the Retail Pricing Game’, 1999).

The markdowns that a store needs to do at the end of a season or for a sow
moving product can influence the sdes of the dsore. Undergtanding the customer and
providing the customer what he needs could reduce the markdowns that a store needs to
caryout. Hence, micromarketing merchandisng is an important condderation for

markdowns and sales.
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CHAPTER 3
METHODOLOGY

Earlier sudies on micromarketing merchandising have considered variables like
pricing, markdowns, and assortment management. These variables have been tested to
find out how they influence micromarketing merchandising. The increased segmentation
of the market has made it necessary to adapt micromarketing strategiesin every type of
gore chain. This sudy atemptsto identify dl the possble variaoles that influence
micromarketing merchandisng and dso examine the influence of micromarketing
merchandising on customer loyalty. A new model was created based on the variables
from past research that have been found to influence micromarketing merchandising. The

proposed model was as follows:

Product Pricing
Markdowns
. . — Customer
Micromarketing Merchendising =1 |y 4ty
Retall Sdes
Assortment Planning

Figure 3.1: Proposed Model for Factors I mpacting Micromarketing Merchandising
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The study is based on grounded theory that makes an attempt to develop or
generate atheory. No studies were found that consdered the variables that influence the
concept of micromarketing merchandising in the appard industry. On review of available
literature, a set of variables were identified and were tested to determine the influence of
these variables on micromarketing merchandising in this sudy. The researcher tested,
and modified the proposed model and generated new variables and relationships and
ultimately developing arevised theory of micromarketing merchandising.

The purpose of Grounded theory is to generate or discover anew theory, an
abgtract andytica scheme of a phenomenon. “ Grounded theory is a genera methodology
for developing theory that is grounded in data systematicaly gathered and andyzed.
Theory evolves during actual research, and it does this through continuous interplay
between andysis and data collection” (Strauss & Corbin, 1994). The theory relies
primarily on in-depth interview data. The andysis of this data resulted in the
development or generation of atheory closdy related to the contexts of a phenomenon

(Creswell, 1998).

Operational definitions:

Micromarketing Mer chandising: Buying different assortments of gpparel based on the
store location and based on the needs of the local customers (Montgomery, 1997).
Market segmentation: Making segments in the market based on demographic

differences in the market to choose atarget market (Bonoma & Shapiro, 1983).
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Retail sales: Thetotd sdesof the store (Weeks, Perenchio, & Miller, 1990).
Assortment management: Deciding the product mix to be bought for a store based on
the requirements of the locad customers (Beninati, 1997).

Markdowns: The discounts given on the products in a store (Weeks, Perenchio & Miller,

1990).

Resear ch Questions
The specific research questions were as follows.
1. Does assortment management have areationship with micromarketing
merchandisng?
2. Doespricing of aproduct have arelationship with micromarketing
merchandisng?
3. Do markdowns have a rdationship with micromarketing merchandisng?
4. Do the overdl sdes of the store have a rdationship with micromarketing
merchandisng?
5. Does micromarketing merchandising have a rdaionship with cusomer loyadty?
6. Inwhat ways do the variables under study influence micromarketing
merchandisng?

7. Arethere any other variables that influence micromarketing merchandising?
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Sampling and Data collection:
Theoretica sampling was utilized for data collection (Miles & Huberman, 1994).
The Human Subjects permission was applied for and granted. The subjects of the study
were general merchandising managers for the gppard segment of various retall chains.
The following criteria were congdered while sdecting the stores:
1. The stores were sdlected on the basis of volume of business, number of stores and
location of stores.
2. The stores selected had to have a volume of above $20 million.
3. Theretail chain had to have stores located in geographic locations with different local
populations or different weather conditions.
4. The stores sdlected were either department store chains or family clothing store
chains.
Based on dl the above criteria the stores were sdected from the Sheldon’s Retal
Directory (2002). The stores were sdlected from the list of Departmental Stores and
Family Clothing Stores. A list of 50 stores was made to randomly select 20 stores for data

collection.
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CHAPTER 4
RESULTS AND DISCUSSION
Aninitia phone cal was made to al the 50 stores sdlected. Due to unfavorable
economic conditions and many acquisitions and mergers, thefind list had 28 stores. On
contacting the generd merchandising managers of al the 28 stores, 71% agreed to
participate in the research. On their consent to participate in the study, an appointment for
an in-depth phone interview was set up. The interview was tape-recorded and then

transcribed.

Data analysis

The transcribed data were coded using open and axid coding (Miles &
Huberman, 1994). With open coding, initid categories of information about
micromarketing merchandising were studied by segmenting the information. Within each
category, the variables under study were noted. Some other variables, which have not
been taken into consideration but occur frequently in association with micromarketing
merchandising were noted to add a new dimension to the theory being tested.

With axia coding, the data was assembled in new ways, based on how often the
variables were mentioned, after open coding. The assembly process was carried out using

alogic diagram, which centered on micromarketing merchandising and associated
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GMM | Yearswith | Number Annual Type of store
the of stores | volumein
company Dallars

1 2 404 3,330,000,000 | Department Store Chain

2 4 104 Not Available Department Store Chain

3 6 17 Not Available Department Store Chain

4 10 Not 37,003,000,000 | Department Store Chain

Avalade

5 6 155 800,000,000 Department Store Chain

6 10 203 Not Available Department Store Chain

7 8 238 5,918,038,000 | Department Store Chain

8 9 118 3,589,938,000 | Family Clothing Store Chain
9 3 48 Not Available Department Store Chain
10 5 158 813,100,000 Family Clothing Store Chain
11 8 187 350,000,000 Department Store Chain

12 3 40 Not Available Department Store Chain
13 7 81 Not Available Department Store Chain
14 6 35 650,000,000 Family Clothing Store Chain
15 7 53 600,000,000 Department Store Chain
16 7 27 210,000,000 Department Store Chain

17 5 215 15,065,000,000 | Department Store Chain

18 6 154 100,000,000 Department Store Chain

19 4 62 Not Available Department Store Chain

20 6 1075 32,000,000,000 | Department Store Chain

Table 4.1: Demographics of the Data

micromarketing merchandising with the variables that influence the phenomenon.

Micromarketing merchandising having emerged as a successful factor in the food

industry has dready begun to move into the gpparel retall indudtry. In fact, itisavery

important factor in the success of gppard retall chains. Theinterviews with the Generd

Merchandisng Managers of 20 retail chains generated four main factors that seemed to

relate to micromarketing merchandising.
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1. Assortment
2. Demographics
3. Pricing

4. Customer loydty

Assortment

Thelargeretal chains have one corporate office and have to manage the buying
for al the stores from there. Hence it becomes important for the buyers to understand the
specific needs of each store and supply each store with what the consumer in that location
islooking for. The following were the ways most stores find out the different
requirements of storesin different aress.
1. Zoning or grouping of storesinto segments
2. Checking the daily sdesfigures
3. Regiona merchandisers
4. Interacting with store managers
5. Sorevigts
6. Market researchers

Assortment planning gppeared to be one of the most important factorsin
micromarketing merchandising. In genera the assortment of products seemed to depend
on the climatic conditions in the area where the store is located, Store sze, ethnicity and

the lifestyle of the consumersin that area.
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“Some stores have more younger population and they need to stock more outfits
that suit the requirements of younger population and have to stock younger designs kind
of brands. Welook &t the history of the stores, try to find out the kind of clientele that the
store has had and then plan the buys according to that ” (GMM1).

All theretall chainsthat were apart of the study grouped their storesinto zonesto
enable micromarketing merchandising. Though there were differences in the way the
retail chains grouped their stores, the most common method of grouping was based on the
geographic location of the store. The stores were grouped as Northern stores or cold
climate stores and Southern stores or warm climate stores. Some of the grouping was aso
done based on the kind of population that the stores catered to. Resort stores, Hispanic
stores are some of the examples of grouping based on the target population.

“Aswe have so many storesin so many different aress, if we do not have
grouping of stores we would be putting wrong merchandise in the stores and we would
aso probably be mistiming the products like putting sweeters in a store that does not
requireit at al. Once you have a strong understanding of your stores, and what makes up
the store, that helpsin assorting and buying for those stores. This would enhance the
opportunity to sdl” (GMMA4).

“South and South-East will carry brighter colors, more traditiona colorsin North
and North-West and in South-West we would like to put more dusty colors or the colors
of desert, more oranges. In West we would carry more petite Sze due to higher Asan
population and in Mid-West we would carry more large Sizes. We have history to tell us

to make these choices’ (GMM15).
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The concept of regiona merchandisers was not very common. The retail chains
preferred to have a store manager giving the feedback to the corporate office. This helped
the buyers get a better idea about the requirements of the consumersin each location. The
buyers dso visit stores to have direct interaction with the consumers and the managers to
get firgt hand information about the consumer.

Some companies use market researchers that obtain information about the
demographics of the store location. As the demographics of alocation do not remain
congtant, market researchers play an important role in kegping the information updated.
This gives an idea about the composition of the target population and in turn helpsthe
buyers decide the Sizes, colors and styles that they need to buy to achieve better sles.
Many companies conducted focus group interviews to get to know their customers better.
The focus groups help them understand what the consumers are expecting from the
companies, what kinds of products need to be stocked and what products are best suited
for therr lifestyle needs. This helps the retailers to better understand the consumer and
then micro market their products based on the needs of the consumer.

“We have a marketing department and geo-demographic department that 1ooks at
the sales on quarterly basis and continue to update the information so we can make

changes. The store base does change” (GMM3).

Climatic condition
Most companies zoned their stores based on warm weather stores or cold weather

gtores. Basad on the kind of wesather condition that the store has at any given time, the
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deliveries are made based on what the store will sdl in that season. The stores carry the
same cold weether or warm westher clothes, but the difference in the time a which the
stores carry a particular product is planned need based. The differences in weather
conditionsin different geographic regons leed to differencesin lifestyle habits of
consumers (Kotler, Armstrong, Saunders & Wong, 1996).

“We make sure that in our Northern stores, we send winter clothes before we send
them to our Southern stores. The buyers place an order for one range of winter dothing
and then plan the schedule of ddliveries to different stores based on the climatic

differences’ (GMM18).

Storesize

The companies determine the Sze of the store that they open in any location based
on the buying capacity of the consumersliving in that area. Hence, the assortment seems
to be influenced by the Store size. If astore is bigger in size, then the store usudly has the
capacity to sall more and hence, the store carries awider range of colors and styles. Also,
acompany opens larger Sze soresin bigger cities or citieswith higher population. The
quantities are not increased to fill up space, but a greeter variety and options are offered
because the sore is cgpable of sdling larger volumes. Hence, the store size helpsin
deciding the assortment of products to be stocked in the store.

“Bigger dore give us better sdles and so we try trendy stuff there firet, like maybe
in abigger city we send more trendy stuff and then send it to smaller stores later asiit

might take awhile for the fashion to get there” (GMM2).
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Ethnicity

Ethnicity of the region plays an important role in what will sdll in thet region.
Some of the storesinclude a category of Hispanic storesin their store zoning if they have
abigger Hispanic population where their storeis located. Understanding the ethnic
preferences not only helpsin deciding the assortment of colors and styles, but o the
szes of the garments that a store needs to carry. The store locations that have more Asian
population need to carry more petite Sizes. Though buying different Szes for each store
location did seem to be afactor that would increase the store sales, very few stores
actudly have managed to implement it. Implementation of a system for buying different
gzesfor different store locations came across as a difficult task for retailers that had
fewer storesin total and also did not have the kind of vendor base that would
accommodate manufacturing different Sizes based on the needs of an individud store.
Theretall chains thet have managed to buy different sizes for different stores agree that it
has helped them improve their sales and reduce markdowns. Hence, the information
about ethnicity of the population gppeared as an important factor in assortment planning.

“If the merket has more Asiansit will sell more petite clothes, some areas are
more upscae and we can sall more expensive clothes, some areas are more casud and we
can sell more casud clothes’ (GMMD).

“Some areas sl alot more long skirts as they have populations that would wear
such clothes. Like Texas has a very ethnic make-up and alot of timesthey buy labdsa

lot more asit is a status symbol for them to show that they are wearing brands. Hence,
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many times it depends on the rdigious groups and culture of peopleliving in thet area’

(GMMY).

Lifestyle

Lifestyle of aregion can be defined as the standard of living or occupation of the
maority of the population of a particular region. The assortment that the stores carry
differs based on whether the storeis located in a college town, business area, downtown,
resort areaor rura area. If astore islocated in a business area, they need to carry more
formal clothing. The stores that are located in resort areas need to carry more bright
colors and beachwear. Hence, lifestyle influences the assortment of the gppard thet is

stocked in astore.

Demographic factors
Storelocation and size

Micromarketing merchandisng was strongly influenced by the demographic
factorsin the area where the store was located. Other than the influence of demographic
factorsin the assortment to be carried in the store, it also was apparent that the
demographics play amgjor role in the way the stores are grouped based on location. The
grouping is done based on whether the store is located in cold or warm climate, the ethnic
makeup of the people in that particular region whether the store islocated in urban, rura

or resort areas.

32



“If you are emphasizing the right demographics and the right color paette then you
should be maximizing the sales. Without that, if you were placing your goods regardiess
of temperature, regardiess of information available to you, you would experience lower
sdes and higher markdowns and soon be closing doors” (GMM3).

The position or location of the store in terms of whether it islocated in agrip
mall or alarge enclosed madl or next to a grocery store plays an important role in
determining the kind of products that need to be stocked in the store. Hence, thisis
another aspect of store location that influences micromarketing merchandising.

The population of an area and the affluence or buying capacity of the people
determines the Size of astore. Most retail chains have market researchers thet vist the
market to find out the demographic details before they decide the size and locetion of the
gtore they need to have in any given place. What a consumer wants and needs varies very
closdly with the demographics of the area where the consumer resides. Hence,
demographic factor of an areais avery important factor influencing micromarketing

merchandising.

Pricing
Storelocation and size

Theinitid ideathat some stores price the same product differently based on the
store location did not hold true. With an exception for one large volume department store,
most retail chains had one price for a particular product al over the country, irrespective

of the store location. The only variation thet the stores have is an entire new range of
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products with higher pricing based on the location and size of the store. If astoreis
located in an areawith higher average income or if a store has demongtrated the
cgpahility of sdling higher priced products, it will then carry a brand that has ahigher
average sling price.

“If agoreisin a place where there are more office going women, we will have
more career clothes. If a store shows ability to sell higher prices products, we will keep

more high priced brands and |ess of moderate brands’ (GMM 13)

Customer loyalty

The retall chains achieved customer loyaty mainly through providing good
quaity products, good designs, the right price and what a consumer was looking for.
Hence, micromarketing merchandising and customer loyaty seemed to go hand in hand.
Two main ideas that most retail stores seemed to follow for achieving better customer

loyaty were superior service and customer loyalty programs.

Service
Reationship marketing was the most popular practice among the retalers. The
sdes staff works on building better relations with the consumers to make them fed
important. Making each consumer fed that they can get anything that they are looking for
and providing them with the best service is what each store seems to be trying to achieve.
“We have additiond saes associates in our stores, send thank you notes, we

invite our customers to the stores for specia shopping, most of our store managers are
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encouraged to spend most of their working day on the floor. So, we try to make our
customers fed important and try to keep a one to one relaionship on daily bass’

(GMM10).

Customer loyalty programs

Theretall chains have customer loyaty programs, which are mainly in the form of
offering credit cards which when used for purchases would give further discounts to the
consumers. Extended credit periods aso entice the consumers to buy from astore. The
loydty programs aso help the stores to send mailings to regular consumersto inform
them about sales or any other eventsin the store.

After conddering dl the factors and their influence on micromerketing
merchandising, the proposed mode (Figure 1) was revised to create a new model. It was
found that dl the variables were closaly rdated and influenced one another and it was not
possible to determine which variable leads to micromarketing merchandisng and which
variable micromarketing merchandisng influences. Hence, Figure 2 best represents the
findings of the research.

Micromarketing merchandisng is influenced by assortment, demographics,
pricing and customer loydty. Assortment, in relaion to micromarketing merchandisng is
influenced by lifestyle, ethnicity and dore location and sze. Demographics and pricing
ae both influenced by dore location and dze. Cudomer loydty, in rdation to
micromarketing merchandisng is achieved through service and customer loydty

programs.
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Micromarketing
Merchandising

Figure4.1: Final Modd for FactorsImpacting Micromarketing Merchandising

Discussion

Discussion of objectives

1. Todetermineif areationship exists between product prices and micromarketing
mer chandising.

Anadysis of the data collected showed that there was a relationship between product

pricing and micromarketing merchandising. Only the high volume department stores
differentiated their pricing for the same product in different stores, but most stores had

the same price on the same product in each store. The stores differentiate in the pricing,
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by buying higher price range products or brands for a store that islocated in an areawith
higher average income or areatha have shown the cgpability of sdling higher price

products.

2. Todetermineif arelationship exists between markdowns and micromar keting
mer chandising.

There seemed to be no direct relationship between markdowns and micromarketing
merchandisng. The interviews revedled that none of the stores make a store specific
markdown. Though some of the stores mentioned that they would like to track the
markdowns better, thiswas mainly for the purpose of getting a better idea about the
reasons why the markdowns were being made. If any product is marked down, the new
priceisavalablein every store that carries that particular product. A few stores have a
system where a store is alowed to markdown a product if it has been in the store for a
particular length of time, but this did not appear to be a very popular or commonly used
method. Hence, it can be said that markdowns are not related to micromarketing

merchandisng.

3. Todetermineif arelationship exists between store sales and micromarketing
mer chandising.

The andlysis of the interviews showed that the total retail sales of the store was a product
of alarge number of factors. Hence, it cannot be said that there is an obvious relaion

between the store sales and micromarketing merchandising.
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4. Todetermineif arelationship exists between assortment planning and
micromar keting mer chandising.

Assortment planning appeared to be a variable that was strongly related to the concept of
micromarketing merchandising. The assortment that aretail store carries depends on
many factorslike lifestyle, ethnicity and store size and location. Learning about dl these
factors assgs retalersin planning the assortment of products that each individua store
should carry. Hence micromarketing merchandising plays an important role in planning

of an assortment in buying for alarger retal chain.

5. To determine if micromarketing mer chandising can lead to customer loyalty.
According to the andyzed data, customer loyaty evolved through micromarketing
merchandising. If the stores provided the customers with the kind of assortment they
were looking for, the kind of pricing of products that they were cagpable of paying, kind of
stores they liked shopping in, the stores achieved customer loydty. Customer loyaty was
achieved through service and loydty programs. Though it could not be said thet only
micromarketing merchandising can lead to customer loydlty, as customer loyaty can be
achieved through some other factors like loyaty programs, better service, it was found
that micromarketing merchandising and customer loyalty are related to a certain extent. It
was found that micromarketing of the products based on the customer requirements will

make a cusomer loyd to theretall chain.
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6. To determine the various methods of micromarketing mer chandising employed
by the buyersin apparé retail chains.

All the stores included in the study zoned their stores based on climatic, demographic or
ethnic factors. These factors came across strong in the interviews. The stores dso
employed differentia price range factor in the stores based on the affluence of the
consumer base in different store locations. The retailers bought different assortments of
colors, sizes and styles based on the requirement of the local population keeping the taste
and preferences of the populationin mind. The main reason for giving the customer what
he was |ooking for was to get the customer to keep coming back and buy more and in
turn achieve customer loydty. Hence, assortment, pricing, demographic and customer

loydty came across as the main factors influencing micromarketing merchandising.

7. Todetermineif there are any other variablesthat influence micromarketing
mer chandising.

The factor that was not considered in the proposed mode of micromarketing
merchandising was demographics. The sub-variables under demographics were the store
location and size. Assortment planning was a part of the proposed model, but the research
showed that assortment planning has certain sub-varidbleslike lifestyle, ethnicity and

store location and size that influence micromarketing merchandisng. Customer loyalty

aso included sub-variables like service and customer loyalty programs.
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8. To deter mine the extent to which the above variables influence micromarketing
mer chandising.

The basis on which this study can provide information about the extent to which the
variablesincuded in the study influence micromarketing merchandising is the number of
people that mentioned the variables and the importance they seemed to give to that
variable. Assortment appeared to be the most important variable that influences
micromarketing merchandising. Most retailers believed that a good assortment of

products could result in higher sdles, lower markdowns, and lead to customer loydty. The
second most important factor was demographics. Understanding and |learning about the
demographic differences would help aretaller buy the right assortment. Pricing of
products and customer loyaty both have equa importance in their influence on

micromarketing merchandising.

Implications

The study helps explain the importance of micromarketing merchandising in the
gppard retall industry. As the concept of micromarketing is being accepted more and
more in other areas like food and sports, appard is an area, which could highly benefit
with micromarketing merchandising. Learning about the importance of micromarketing
merchandisng would help buyers plan their buy for dl the stores based on the differences
in each group of stores. Understanding the extent to which different variables like
assortment, demographics, pricing and customer loydty influence micromarketing will

help retailers make agood start towards implementing micromarketing merchandising in



the gppard retall industry. Implementation of micromarketing merchandising would in

turn help the stores grow and increase sales and profits.

Limitations

1. The study was limited to only those stores whose managers agreed to participate in the
study.

2. The study was dso limited on the basis of number of stores and volume of sales.

3. The study was limited to the appard divison of the store.

4. The study was limited to retallers that had stores in different regions of the country.

Further research

There are many opportunities for further research in thisarea. Asthisstudy is
gualitative research, smilar data can be collected to conduct quantitative research project
to determine to the extent to which the variables used in this study influence
micromarketing merchandising. Each of the variables used in this study have sub-
variables that dso can be quantified through quantitative research.

Some other factor like markdowns, which did not appear as a Sgnificant factor
influencing micromarketing merchandising according to the interviews, might be studied
further. Markdowns could possibly be influenced by the demographic factors of a
location. Thus, further research to determine the influence of demographics on
markdowns could make markdowns an important varigble in micromarketing
merchandisng.
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Another aspect that can be researched is to understand the concept of
micromarketing merchandising through the consumer perspective. Research could be
conducted to understand what the consumer understands by micromarketing
merchandising and what level of micromarketing does the consumer expect to find in the

appard section in astore.
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CHAPTER 5
CONCLUSION

Micromarketing merchandising is avery new concept in the gpparel retall
industry. The retailers are beginning to understand the importance of this concept and
have started making efforts towards implementing it. The study clearly indicates thet the
retailers understand thet there is a big difference in the cusomersin every store location.
Unless the retailers manage to differentiate their buying patterns based on the differences
in the population, dimate and ethnicity, they will not be able to compete in the highly
competitive market. Understanding the differences in the customersin different parts of
the country and giving the customer what he islooking for will go along way in the
success of a store.

Taking the results of the study into consideration, the retailers need to make extra
efforts towards understanding the demographics on the areatheir stores are located in,
and work towards planning the assortment, and pricing of the apparel products. Based on
the differencesin the generd behavior of the customers, the retailers al'so need to make
changesto their services and loyalty programs. Based on the results of the study, it can be
dtated that micromarketing the gppard divison of stores will show amarked increasein

the net retail sales
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APPENDIX A
CONSENT FORM

| agree to take part in the research study titled* Importance of Micromarketing
Merchandising in the appard retail industry”, which is being conducted by Jaya Haepete
(706 546 5755) of Textile, Merchandising and Interiors department at The University of
Georgia under the guidance of Dr. Jan Hathcote (706 546 4907) of Textiles,
Merchandising and Interiors department. | do not have to take part in this study; | can
stop taking part a any time without giving any reason, and without pendty. | can ask to
have information related to me returned to me, removed from research records or
destroyed.

The following points have been explained to me;

The reason for this sudy isto find out the variables that influence micromarketing
merchandising in the gppard retail indudtry.
1. I will be interviewed concerning the micromarketing merchandising techniques
followed by my company dong with the variables that influence micromarketing
merchandisng.
2. | understand that the interview will be tape-recorded.
3. | understand that dl the information | provide in the interview will be confidentia and
only the researchers identified above will have access to this information.
4. | undergtand that | am not obligated to complete thisinterview and | may withdraw my
consent any time.

Although no discomforts or stresses are foreseen during participation, |
understand that | may refuse to answer any question | don't fed comfortable discussing
during the interview. | give permission to the researchers to use the quotations from my
interview as dataiin a published paper, with the understanding that my identity and that of
my company will not be reveded in the said paper.

| dso understand that | may contact the researcher at alater date and ask any
further questions concerning this research. Her contact details are:
Jaya Halepete
314, Dawson Hall
Textiles, Merchandisng and Interiors
Univergity of Georgia,
Athens, GA 30602
Phone No.: 706 546 5755
jaya@arches.uga.edu



For questions or problems about your rights please cdl or write: Chris A. Joseph, 606A
Boyd Graduate Studies Research Center, Athens, Georgia 30602-7411; Telephone (706)
542-3199; E-Mail Address IRB@uga.edu.
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APPENDIX B
QUESTIONNAIRE
1. Name
2. Company:
3. Store:
4. Pogtion:
5. Product category:
6. How long have you been working in the company?

7. How long have you been in the current position?

Questionsrelated to target market:

8. What isyour target market? (Looking for Sex, Age, Income, Lifestyle)

9. How do you try to meet the needs of target market?

10. Does the target market differ based on the location of the store?

11. How does the target market differ based of the location of the store?

12. How do you find out about the differencesin different regions? (Market
researchers, regional merchandisers etc)

13. How do you keep the information about these differences updated?

14. Why do you think it isimportant to have al the information about the differences

in the populaion?
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Questionsrelated to micromarketing mer chandising:

15. Do you have any grouping of stores based on the location, population, size of the
store?

16. How do you do this grouping? (Loca population, geographic location, income
levelsetc.)

17. Isthere adifference in the buying pattern for different group of stores?

18. How do you find out about the customer requirements of different store locations?

19. How does dividing the store into segments help the store? (Looking for

Assortment management, mark downs, pricing, sales, customer loyalty).

Questionsrelated to Pricing:
20. Do you have different pricing for the stores based on location?
21. If yes, on what basisisthe pricing done?

22. Does the same product have different pricein different stores?

Questions related to Assortment M anagement:

23. How do you manage the assortment of products?

24. Does the product assortment vary based on the segmentation of the stores?
25. How does proper assortment management help the store? (Sales, reduced

markdowns, customer loyalty).
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Questionsrelated to markdowns and sales.

26. What are the factors that influence markdowns?

27. Have you done anything specific to better the return on investment?

28. Has there ever been amgor reduction in markdowns? If yes, what has been the
reason?

29. Isthe markdown done on store leve ?

Questionsrelated to customer loyalty:
30. Wha are the factors that you think influence the customer loyaty?
31. Do you think that modeling the store based on the loca population will hep

achieve customer loydty?
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