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They offer a narrow but deep assortment .
Because of their buyi nt of goods in stores more than 8,000 square
feet. Beca ying power they can get not on
excellent terms and an assured supply of scarce goods
Examples of category Killers include Bed Bath & Beyond, Home Depot, Barnes &
Noble, and Babies R’ Us. Typically these are huge freestanding stores, ofter; called big
boses They are racly Jocated in malls. They carry thousands of related products at low
prices, which they think offset no-frills service and decor.

y rock-bottom prices but also

Boutiques/Showcase Stores
Although boutiques originated as small shops with
French couture houses, they really came to life as
small, individually owned shops in the anti-establish-
ment 1960s. The first freestanding boutiques opened
in London and quickly spread to the United States.
Their appeal lies in their potential for individuality.
These stores are often owned and operated by highly
creative people who are €ager to promote their own
fashion enthusiasms. Their target customers are like-
minded souls who share their unique attitudes about
dressing.

Some boutique owners design their own mer:

chandise; others buy and sell other people’s designs.

Boutiques are one of the few outlets for avant-garde
rtment and spe-

merchandise that is too risky for depa
cialty stores to carry.

A trend in boutiques has been for designers to Open
their own shops. The French designers were the first to
experiment with freestanding boutiques in the United
States, but U.S. designers s001 followed suit. AMORS
the French who have opened successful boutiques 10
the United States are Pierre Cardin, Valentino, YVes
Saint Laurent, and Givenchy. [talian designers and
manufacturers such as Armani, Gucci, and Ferragamo
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Factory Outlet Stores

Factory outlet st?res, a discount operation run by a manufacturer—or increasingly
these days by a (|L'5Igll»(‘l' are another booming area of discount retailing. Factory (,utl
Jets have grown at a furious pace over the past few decades. There are entire commu-
nities, such as Freeport, Maine; Manchester, Vermont; and Secaucus, New Jersey, that
devote almost exclusively to the selling of factory outlet goods. The draw in !-récpun
was the presence of L.L.Bean, an established force in mail-order retailing that expanded
its factory store outlet throughout the 19805 from a small outpost to a huge multibuild-
ing operation.

Like off-price discounters, factory outlets offer certain advantages to manufactur-
ers and customers. Most important is the fact that they provide manufacturers and
" distribution, which improves inventory control.

designers with a backup channel of
unneled into discount stores, which, if run

Canceled orders and overstocks can be f
correctly, also can be enormous image enhancers. Not to be underestimated is the pos-
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Franchises
Franchises established themselves as a viable form of retailing when s
fast food, bath linens, cookware, fabrics, unfinished furniture, c{ec.tm
puters were successfully franchised. In a franchise agreement, the franct
operator) pays a fee plus a royalty on all sales for the right to operate a Sic
an established name in an exclusive trading area. The franchiser (parent com
provides merchandise and assistance in organizing and merchandising, plu
Firms as diverse as United Colors of Benetton and Gymboree have adopted thi
ownership. Athletic footwear, tennis apparel, and men’s sportswear have all produced
Jucrative and popular franchises. The Athlete’s Foot, for example, which sell
footwear and activewear, has 530 locations in 36 countries.*

The latest trend is for designers to get in the act. Examples of successful worldwide
franchises by designers are Ralph Lauren’s Polo Shops, Calvin Klein shops, and Yves

Saint Laurent’s Rive Gauche shops.
Industry experts see no signs that franchising

this form of retailing will continue to grow.

will slow its pace and many feel

OTHER TYPES OF FASHION RETAILERS

In addition to the traditional retail formats discussed above, 2 new group of businesses
have evolved throughout the past 30 years that adapt some of the attributes of the tra-

ditional retailers with some new ideas.
Types of retail formats popular today include off-price retailers, factory outlet

stores, convenience stores, category killers, catalog showrooms, boutique/showcase
stores, and nonstore retailers. Many overlap with existing traditional formats. Many

are chains. We will focus on those that are most important to apparel, accessories, and

home furnishings.

Off-Price Retailers

One area that is experiencing strong growth is off-price retailing, the selling of brand-
name and designer merchandise at lower-than-normal retail prices whenk[he\' are at
the late rise or early peak in the fashion cycle. In contrast, regular discounters s'ell mer-
chandise in the late peak and decline stages of the fashion cycle.

' Off-price retailers attribute part of their success to the’ fact that they provide an
invaluable service to manufacturers and price-conscious customers. Be.cause manu-
facturers’musl commit to fabric houses so far in advance (up to 18 months before gar-
ments will be in the stores), they risk not having enough orders to use the fabric they
have ordered. Off-pricers have in effect helped to smooth out the cyclical and ofte;‘
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Organization for Buying and Merchandising

Most chain stores are departmentalized but not in the same way as department stores.
Chain-store buyers are typically assigned to buy a specific category or classification
of apparel within a department instead of buying all categories for a department the
way a department store buyer does. This practice is referred to as category buying or
classification buying. Buyers in department stores, in contrast, are said to be respon-
sible for departmental buying.

A departmental buyer in a sportswear department, for example, would buy swim-
wear, tops, jeans, sweaters, and slacks. A chain-store buyer who bought in the sports-
wear department might buy only swimsuits or only swimwear accessories. Category
buying is necessary because huge quantities of goods are needed to stock the individual
stores of a chain operation. Some chain operations have merchandise units numbering
in the hundreds of thousands.

In addition to centralized buying and merchandising, most chains also have a sys-
tem of central distribution. Merchandise is distributed to the units from a central ware-
m regional distribution centers. Computer systems keep track of stock so

house or fro e of sto
dered as needed; they also keep buyers informed of what is selling.

that it can be reor
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Discount Stores
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Organization for Buying and Merchandising

Earl}/ dllscounte'rs searched the marketplace for closeout and special-price promotions.
Thel_r 1'nve'nt0rles consisted almost entirely of this type of goods. Today, discounters
specialize in low-end open-market goods or special lines made exclusively for them.
Most conventional retail operations do not want their buyers to purchase goods that
will be sold to discounters, but this has not stopped manufacturers from making special
lines for discounters. Some designers and manufacturers use discount outlets to sell

their overstocks or slow-moving items.

FORMS OF OWNERSHIP
There are four types of ownership commonly found in U.S. retailing today: sole pro-
chain organizations, leased departments, and franchises. Partnerships, once

prietors,
Sears and Roebuck, Abraham and Straus,

a very popular form of retail ownership (
and so on), are seldom found today because of liability issues and tax considerations.

Owners use many different formats, including the traditional department store, spe-
cialty store, or discount store, Or the newer off-price, factory outlet, or category killer

formats.

Sole Proprietors )
Sole proprietors, or Owners, are the entrepreneurs who shaped U.S. retailing. Many of
the retailing greats—JCPenney, Adam Gimbel, and Isaac and Mary
i on to found great

Ann Magnin—began as sole pro
retailing empires. '
More than 90 percent of all U.S. retailers own and operatea single .store. SOl.e pro-
prietors usually have small stores because of the huge amount of capital required to
e inventory for a large business. These so-called mom-and-pop
tores, managed by the owner with a few assistants. They are
: t stores require more space and

res because departmen - sl
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John Wanamaker,
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Entertainment Values

The weaving of entertainment into modern retailing is reshaping the shopping experi-

ence. Entertainment values in retailing are defined in a number of ways. The most tradi-

tional way is by “simply having a compelling, often changing, merchandise assortment.”
Many retailers think of their stores as theaters that provide entertainment. The walls are
the stage, the fixtures are the sets, and the merchandise is the star. Other popular enter-
tainment strategies include providing video walls, interactive Internet sites, store visits
sponsoring charity fund-raisers, and so on.

by celebrities, designer trunk shows,
rumors that the department store is a dinosaur, many department

stores are fighting back by adding entertainment value. One way that department stores
have built relationships with their customers is through award and loyalty programs.
These programs reward high-spending customers with bonuses, and make members
feel as if they are part of a VIP club. The stores will
aunches to luncheons and cockt
program that has fe
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Contrary to the

arrange events that range from meet-
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e. It has, for example, become increasingly difficult to distinguish a department store

from a chain operation, a discounter from an off-pricer, a franchiser from a chain. In
this section, we will look at three traditional types of fashion retailers: department
stores, specialty stores, and discount stores.

Department Stores
The department store is the type of general retailer most familiar to the buying pub-
lic. Many are even tourist landmarks. Few people, for example, visit New York without
seeing Macy’s or Bloomingdale’s. In London, Harrods is a big tourist attraction, as is
Printemps in Paris.
Department stores reigned as kings of retailers well into the 1960s, when there was
only about 4 square feet of retail space per person in the United States. They had long

dominated downtowns with main stores called flagships.In the 1960s and 1970s, depart-
But in the turbulent 1980s, department stores failed all

ment stores anchored malls. it ;
mergers and acquisitions, and increased

across the country, victims of overexpansion, me . oSS
competition. By 2005 the retail space was occupied by many different types of stores.
. >
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antly changing and often unsettled economic

e that is required in few other

businesses. Retailers must react to a const
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An extraordinary amount of planning and effort goes into the merchandising of

fashion products. For people who are not in the fashion business, the process of mer-

chandising fashion products can look very easy. Fashion moves from concept to cus-

tomer, that is, from designer to manufacturer to retailer to you—the customer! The

most intricate part lies in the merchandising and retailing of the goods. As mentioned

previously, an old adage among fashion retailers is called the five Rs, and stands for

choosing the following:

* The right merchandise

At the right price

« In the right place

« At the right time

* In the right quantities

If any one of these Rs is incorrect, it will collapse the remaining Rs. Think of it as
smoothly juggling five balls at once. You must keep them all in the air at the same time:
constantly moving, never touching. Your timing must be flawless. If you let one ball
slip, they will all fall. And you must keep smiling and make it look effortless, just like in
fashion merchandising—it looks easy but is difficult to do!

HISTORY AND DEVELOPMENT OF FASHION RETAILING
People have been swapping, trading, or selling one another v.
sands of years. In the Orient and eastern Mediterranean, bazaars and marketplaces still
operzfte on the sites they have occupied for centuries, Not until the mid-1800s ;m;i the
:Pénmg of tll(le ﬁrs.t depelxrtmcm store—Bon Marché in Paris—did modern merchan-

1sing as we know it begin to develop. Even then, it developed differently in the United
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The history of ﬁd‘mdx et mail-order sellers, all early retailers sought customer

sm.msﬁ and pc:j:ssmmmﬂas seek the same goals through a variety of formats.
E Three tradmonal retailing formats were the department store, the specialty store, ang
the discount store. Other formats include off-price retailers, factory outlet stores, cate-
gory killers, and boutiques and showcase stores. All of these formats can be owned in one
of four ways: sole proprietors, chain organizations, Jeased departments, or franchises.
Four types of nonstore retailing are popular today: direct selling, catalog or mail-
order selling, TV home shopping, and Internet sites.
Mergers and acquisitions have changed the face o
probably continue to do so. Malcolm McNair’s theory of how retailers evolve and
change proposes that most retailers begin as lower-priced distributors and then move
upscale. This creates an opportunity for new retailers to fill the lower-priced niche.

McNair calls this the Wheel of Retailing.

f retailing as we knew it, and will
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The process of trading up, however, involyes considerable capital investment in the

physical plant, equipment, and stock. Operating expenses spiral. As a result, retailers
are forced to charge higher prices to cover the increased cost of doing business. To jus-

tify the higher prices, they also begin to stock more expensive mcrchan.disc, e

According to McNair’s theory, as retailers move out of the low-priced end of the
market into the moderate-to-high-priced field, they create a vacuum at the b‘<\).n0m f)f
the retailing structure. The vacuum does not exist forl long, howcvg.. Emarpnfn‘ng1 n:e\:
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MERGERS AND
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Until the 1930s, most department stores
in the United States were independently
owned. Most, in fact, were owned by the
families whose names they bore, such as
Marshall Field, John Wanamaker, Gimbel
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So much change has occurred in the

retail business recently that you need a

scorecard to track the remaining players.

Consolidations, changes in distribution channels, bankruptcies, altered buying organi-

zations, and foreign investments have all caused the retail scene as we knew it to change.
Although mergers have taken their toll on department stores, causing some old,

established stores to close their doors, some good has been served. Without mergers,

many of the established department stores would not have survived the onslaught of

act, mergers generally occur for one of

competition from chains and discounters. In
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two reasons: a need to reorganize for greater

Merging for Efficiency

In the early 1980s, chain organizations, with t
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keep up by expanding the number of branch stores. The department stores soon real-
ized that the real way to meet the competition was to dcvclo;l) more .

cient internal organizations. This was often achieved by merging on(c m”nl1l' i
divisions to create a parent organization Jarge enough to sponsor centralized buying,
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Internet Shopping Sites . . .
Apparel sales moved into the top spot online in 2006 and have continued its phe-
Worldwide e-commerce totaled

nomonal growth at a rate of 19.4 percent per year. .
$572.5 billion in 2010, according to Goldman Sachs.'® And in December 2010, Cybe
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TV Home Shopping

One of thLT most talked about developments in retailing has been the o £t
TV shopping, form of retailing that takes the cataloa‘- sales techl 3 e growth f” home
ther. The potential of television as a direct-mail saleshtool has 10:?:2:: :::(::Sxi:;
:;:f:issetr:z;ta:,e_mght gadget demonstrations and the ubiquitous storm \:'indow
Not until the adve.m of 'cable television, however, with its lower production stan-
dards and costs, was 1t feasible to produce infomercials and to set up home shopping
services that sell an array of goods. The cable TV infomercial with its enthusiastic hogt
and wildly appreciative audience has been used to sell a large variety of goods, from
Justin Bieber and Katy Perry for ProActiv to Susan Lucci’s Malibu Pilates.

In 1977 Home Shopping Network, Inc. was the pioneer in the TV home shopping
business. On the air 24 hours a day, 7 days a week, HSN is the world’s most widely dis-
tributed TV shopping network and is the only service that offers shopping by remote.
It also has an e-commerce site and apps for the iPad and mobile phones. HSN reaches
at least 90 million homes and ships 50 million products annually. Its fashion and
accessories area includes collections from designers, models, and athletes like Badgley
Mischka, DKNYC, Iman, Twiggy and Serena Williams.”

The second-largest television shopping service is QVC and has grown significantly
since it was founded in 1986. QVC was the first multimedia retailer to offer native
high-definition service to customers in May 2009. It offers on-screen demonstrations
of merchandise that ranges from simple cookware to enormous amounts of apparel
and accessories, especially jewelry. It also offers a wide array (?f home ‘tumishin‘gs. (;\-ble»
top goods, and gift items. QVC has separate weekly shows for gold jewelry, s-\l\'er u:\v-
elry, simulated-diamond jewelry, men’s jewelry, and watches. -Los A\x\gelfs-a1651gl\er Bob
Mackie has made many appearances on QVC, selling out their stock o‘t h} ans
and Rachel Zoe are other examples of effectively com-
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Nonstore Retailers _ . lling, cata]
Nonstore retailing today is composed of four major formats: direct selling, catalog

retailers, TV home shopping, and Internet shopping sites. The lines. between lhe%e
types are already starting to blur, as are those between nonstore retailers and tradi-
tional retailers. Store-based retailers are looking to expand their customer base through
catalogs and electronic options. For example, leading catalogers such as Lil_lian Vernon
and Spiegel have established a major presence on the Internet, as have retailers such as
JCPenney and Gap, which have giant online virtual storefronts.

Direct Selling

Direct selling, which used to be known as direct-to-the-home selling, is still a major
force in the United States. According to the Direct Selling Association, in 2009 direct
selling sales was estimated to be more than a $30 billion dollar industry.> Almost all
people who work in direct sales in the United States are independent part-time sales-
people, who buy merchandise from a large firm and distribute it by selling it to cus-
tomers in their territories. The Connault Group is a leader in direct sales fashion for
women and is the creator of the Carlisle Collection, Per Se Collection, and Casuals
Etcetera, Inc.®

Catalog Retailers
Catalog retailing, or mail-order retailing, as it was traditionally called, has been popular
in the United States since the 1880s. But by 1982, the explosive growth of mail-order
retailers had reached such proportions that Tine magazine ran a cover story on it. The
evolution of air delivery and computerized distribution played a vital role in increasing
direct-mail and catalog sales. Companies had become able to target their customers in
very specific ways: by age, income, geographic region, lifestyle, and interests. As a result,
aln?ost 90 percent of all catalog sales is now from specialized catalogs. Other boosts to
rf]all—order selling include providing customers with toll-free 800 numbers, fax, and web-
site information for placing orders; the ability to use e
and the discount key codes. Retailers have est

and store bills arrive s ith offers
| arrive stuffed with offers to purchase products. Some companies also send
magalogs, which are catalogs that have

credit cards to pay for merchandise;
ablished their own dirccl~sclling programs,

editorial content, not just advertising.
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