Market entry effects of
large format retailers:
a stakeholder analysis

Stephen . Arnold and
Monika Narang Luthra

Stephen 1. Amold is a Professor and Monika Narang
Luthra is a Doctoral Candidate, both at the School of
Business, Queen’s Univessity, Kingston, Canada.

(Keyviords I

Hypermarkets, Supermarkets, Department stores,
Retailing, Market entry, Stakeholders

Abstract - -

\dentifies the effects associated with the entry of a large
format ("big box™) retailer into 2 new market, especially a
smaller one. A large format retailer can be a discount

department store, category spedialist, warehouse club,
superstore, supercenter or hypermarket. In order to
identify these effects, a review was made of published
and unpublished studies. in addition, interviews were
conducted among key informants including developers,
wban planners and professionals, economic development
officers, retail executives and store managers. The result
of this research includes a documentation, analysis and
discussion of numerous effects, including benefits to the
consumer, differences in the demographics of large
format store shoppers, rapid growth in the sales and
market share of the new entrant, growth in the
community economy, growth and decline in various
commercial sectors, decline in the economy of nearby
markets, creation and losses of jobs, and increases and
decreases in market efficiency. Given these effects,
suggests implications for each community stakehiolder.
Listed are a farge number of questions far future research.
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Introduction

Although the first hypermarket dates back to
1963 (Cliquet, 2000), large format retailers
(also referred to as the “big boxes”) did not
become a familiar sight to shoppers until the
1990s. They can be spotted as a tall, single-
storied, free-standing, metallic-like
superstructure situated on a spacious asphalt
parking lot. They are twice as likely to be
located in a suburban area as opposed to the
central, metro area and are found ar 2 major
thoroughfare or alongside a highway with easy
access (Jones and Doucer, 2000). The stores
are relatively large and typically exceed
100,000 sqg.ft or 10,000 sq.m, although ones
over 200,000 sq.ft or 20,000 sq.m are not
uncommon.

Size is relative, however, and varies across
markets and retail categories. In France, a
large format rertailer is a store of least 5,000
sq.m, although “big hypermarkets” average
about 8,000 sq.m per store (Cliquet, 2000).
In a small UK city, a food superstore with an
area of 40,000 to 60,000 sq.ft or about 5,000
sq.m would be regarded as a large format
retailer. According to Portuguese law, a large
formar store is one over 2,000 sg.m in
countdes with 30,000 or more inhabitants and
over 1,000 sq.m otherwise (Farhangmehr et
al., 2000).

The large format rertailer is usually one of
five types:

(1) discount depariment store carrying non-
food merchandise, e.g. Wal-Mart
department store;

(2) super food warehouse carrying food only,
e.g. Cub warehouse;

(3) category specialist (“category killer™), e.g.
Home Depot, B&Q, Toys ‘R’ Us;
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(4) warchouse membership club-store, e.g.
Costco; and

(5) hypermarket/supercenter carrying food
and non-food merchandise, e.g. Wal-
Mart Supercenter, Meijer, Carrefour,
Auchan.

These five types of large format retailers
represent a spectrum of retail operations and
differ from one another on several dimensions
including breadth and depth of product
assortment, level of service, pricing policy and
customer demographic profile. Nonetheless,
there is a commonality among these new
retailers in terms of their sheer physical size,
their emphasis on low price or value, their low
gross margin/high volume business, and, most
importantly, the effects they engender on
market entry.

The economic, structural and communal
repercussions of the market entry of these new
format retailers are several and it is useful to
attempt to catalogue them and explore their
various implications. Furthermore, the
magnitude and direction of the many
potential effects of these giant retailers are not
self-evident, leaving open the question as to
how these new members of a community
should be regarded. For instance, does the
entry of a new retailer enhance or hinder the
health of a competitive market strucrare? If
other retailers offering similar products are
driven out of business on entry of the large
format retailer, are the benefits of competition
lost in the long run? Does a large format
retailer increase primary demand or is ir a zero
sum game? As the effects associated with
entry of the farge format retailer tend 1o be
simultaneously positive and negatve, what is
the net resulr?

As a result of these questions, the entry of
large format retailers into 2 community is
often met with ambivalence. The reactions
range from enthusiastic support, involving
developer subsidisation, to bitter opposition,
involving zoning and growth restrictions.
However, ambivalence about the many
potential effects of a retail institution is not a
new phenomenon and is intimately associated
with growth and evolution in the retail sector.
For example, the emergence of depariment
stores was not uniformly welcomed in the
previous century. Similar sentiments were
expressed in the 1920s and the 1930s abour
retail chains. In the 1950s and 1960s, the
shopping centers appeared and competed
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with the central business district for
customers. Now, at the end of this century,
attention has come to focus on the
widespread emergence of the large format
retailers.

The purpose of this paper is 1o analyse,
document and discuss the effects associated
with the entry of a large format retailer,
especially as it affects a small city or town. A
small town or city means a market of 100,000
or fewer people. Certain patterns of effects
have been observed when a large formar
retailer enters into this kind of communiry.
While the effects instilled by the big boxes
may not be so different in the context of the
larger ot the smaller communities, it is
believed that these effects are likely to be felt
with imuch greater intensity in the smailer
communities. The smaller communities. tend
to be more economically fragile and thus
more vulnerable 1o the effects associated with
the entry of a large format retailer.

The paper is based on 2 review of several
published and unpublished studies where
these effects could be identified. The analysis
of secondary informartion sources was
supplemented by the views of knowledgeable
individuals. Fifteen interviews were
conducted among developers, economic
development officials, municipal government
officials, urban planners and professionals,
The opinions of the executives and the store
managers at the incumbent and the incoming
retail establishments were also considered.

The paper attempts to inform the various
stakeholders, such as existng businesses, the
community and its citizens, the municipal
government, the near-by communirties and
the new large format retailer itself, about the
various costs and benefits associated with its
arrival into a community. It indicates to retail
incumbents, for ¢example, how their business
might be affected and how they might best
maintain shopper Joyalry. It suggests to the
new market entrant what may be the
responsible ways for introducing their new
store into the community. It informs the local
governments and urban officials as to what is
likely to be the long-term impact of this
irreversible change. Finally, it also identifies
areas where information about market entry
effects is scarce and where future research can
be directed.
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Stakeholder: consumers

Inherent consumer benefits

Amold et ol {1997), across four studies of low
price department stores, found that 29 to 37
percent of the respondents ranked location as
the most important attribute in choosing the
store at which they shopped most often.
Further, 15 10 21 percent of the respondents
ranked assortment as the most important
atribute determining their store choice. Also,
19 to 25 percent of the respondents ranked
low price to be the most important reason
when choosing a store. In the case of the six
retail food store studies conducted by the
same researchers, 12 to 22 percent of the
respondents regarded price as the most
important attribute, In the case of the seven
home improvement studies, this percentage
ranged between 9 and 21 percent and, in the
case of the nine warchouse club studies, 65 to
82 percent of the respondents identified low
prices as the mest important reason.,

In the context of the above attributes
identified by the consumers as determinant in
store choice, i.e. location, assortment and low
price, it is evident that a well-located, large
format retailer in 2 small community has an
inherent advantage when compared to other
retailers. Huff's (1964) gravity model of retail
atrraction provides support for the above
argument by suggesting that shoppers choose
stores primarily on the basis of distance
(minimal for the large format retailer in a
small community) and arca (relatively large
for the new entrant and resulting in a
desirable wide assortment).

To explain further, a contemporary Wal-
Mart discount store occupies up to 120,000
square feet, while Costco and Home Depot
occupy about 130,000 square feet. Along with
the wide assortment afforded by their large
size, the stores of new formar retailers in
smaller communitics are not more than 15
minutes away by automobile, Further, stores
such as the Wal-Mart discount store, Wal-
Mart supercenter, Costco and Home Depot
offer an everyday low price, supported by
their large volume buying power and a low
cost strategy. Thus, the large format retailers
ar¢ able to offer a price advantage when
compared to the other retailers.

These expecrations are mirrored in recent
Buropean and Neorth American studies. For
instance, Aalto-Setila (2000) found that large
Finnish stores have on average 10 percent
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lower ¢osts and 10 percent lower prices than
smali stores. Farhangmehr et al. (2000) found
one-stop shopping convenience and price to
be the reasons why Braga, Portugal
consumers prefer 1o shop at hypermarkets
rather than tradinonal stores. Seiders and
Tigert (2000) showed that a Wal-Mart
Supercenter scores highest on lowest prices,
best value, best assortment of non-foods,
cleanest stores and fastest checkout among
US consumers. Brennan and Lundsten
(2000) found that, in five small Minnesota
towns, low prices and large variety account for
almost 80 percent of the primary reasons why
consumers shop discounters.

The large format retailer may not be adept
in every product line. For exaraple, Stone’s
(1995, p. 76) study revealed that warehouse
club members rated their store a better value
for dry goods, health and beauty aids and
general merchandise. However, the
supermarket was rated higher for produce,
meat, deli and bakery goods. Further, even
though a warehouse may carry a large product
line, it may not offer several different brands
or sizes in each product category. In one
interview with a Costco real estate broker, it
was broughrt up thart, although Costco may
sell several different products, it does not offer
much variety in each product category. Thus,
certain trade-offs may exist in case of the
warchouse clubs, in that they may be able to
offer goods at low prices but not a wide
assortment in each product category. Thus, in
this sense, opportunities may exist for smaller
format retailers, such as the supermarkers.

Besides location, assortment and price, the
other inherent consumer benefits include an
cfficient, climatically-controlled, one-stop
shopping experience with extended shopping
hours. The large formar retailers today
include in their stores travel agencies, wine
stores, film processing, shoe repairs, dry
cleaners, pharmacies and banking services.
These additional services make these stores
destinations for consumers.

Another advantage of a large format retailer
is the consistency in its service offering. A
large format storg, which is generally a part of
a multinational chain, tends to have the same
layout, design, product assortment and level
of service. In other words, the services
provided at a large format store are based on a
formula. Consumers often prefer 10 know that
in any Wal-Marrt, for example, the food items
would be ¢lose to the cash checkouts or that
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the employee would be friendly and helpful.
This helps to build consumer loyalty.
Altthpugh the above mentioned attributes
constitute the preference structure of an
average consumer, these attributes may not
be salient for all sheppers, Some focus group

loyal to this type of store because the stores
were just too big and lacking in personal
interactions {Morganosky and Cude, 2000).
They were also dissatisfied over pricing
mistakes, changing layouts, unused checkout
lanes and local business impact. This critical
view on the part of some consumers leads to 2
discussion of the specific demographic
profiles of the consumers who shop at these
large format retailers.

Differences in the demographics of large
format store shoppers

The large format retailer may not be an
atrractive option for all consumer segments.
For example, smaller and more service-
oriented stores may enjoy increased patronage
from seniors and/or wealthier households.
However, certain demographic trends over
the vears have made shopping at large format
retailers appealing to certain consumer
segments. For instance, with both the spouses
working and an increasing number of single
parent families, the longer hours of the large
format retailer prave to be very convenient.
Further, the ease associated with one-stop
shopping has also contributed to the success
of large format retailing. The movement of
the large baby-boom age cohort through
family-rearing years has also favoured the
large format retailers. With food and mass
merchandise being sold at everyday low
prices, the discount stores and supercenters
have appealed to the large-family, value-
conscious consumners. However, the appeal of
the large formar retailer may not remain as
great as the baby-boomers turmn 50 and their
children leave the family nest.

Several studies have been conducted that
aim at evolving a profile of the consumers
who shop at the large format stores. Ameoeld
(1997) ranclomly sampled female heads of
households in Kingston on three occasions
over a period of three years and comparad the
shoppers and the non-shoppers of large
discount stores. The profile of these two
segments revealed that, while the shoppers
rend to be in the middic age and middle
income categories, the nen-shoppers tend 1o
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be under 25 or over 55 and are more likely to
be in the extreme income categories of under
20,000 or over $70,000.

In an 11-city study by Tigert ez al. {1992), a
derailed profile of warehouse club members
was derived, The study found the members 1o

population.” Further, approximately 63
percent were full-time employed and
approximately 46 percent were classified
under the professional, i.e. managerial,
technical or administrative occupation
categories.

A study by Stene (1995, p. 72) provides a
further insight into the profile of warehouse
club members, by drawing a comparison
between the demographic profiles of
warehouse club members and the
supermarket shoppers. The study revealed
that 80 percent of the warehouse club
members tend to be in the middle age
category of 25-55 years compared to 64
percent of the supermarket shoppers. Further,
27 percent of the warehouse club members
tend to have higher annual household
incomes of over $60,000, compared ta the 14
percent of the supermarket shoppers.
Moreover, 73 percent of the warghouse ¢hub
members come from larger households of
aver two persons, compared to 57 percent of
the supermarket shoppers. Furthermore, 59
percent of the warehouse club members have
more children under the age of 18 years
compared to 42 percent of the supermarket
shoppers,

Alterations to the relative importance of
store choice attributes

The study by Arnold et al (1998) found that
the market entry of a large format retailer
maodified the importance or salience of the
atrributes used 1o compare and choose stores.
Their research found that, on the entry of
\Wal-Mart into a market, consumers began to
place more importance on the attributes
emphasised by Wal-Mart such as “low aor best
prices” and “helpful and friendly servige.”
For example, before Wal-Mart entered the
Kingston market, only one in every three
shoppers claimed that low price was the most
important reason for choosing the store at
which they shopped most often. Three years
later, ane out of every two shoppers stated low
price 1o be the most important reason for
choosing a store. These results were
interpreted as supporting the ¢laim that the
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shift in the attribute saliences was consistent
with the attributes that defined Wal-Mart.
This “market spoiler” impact can be
derrimental for other retailers in the trading
area who do not confirm to “cveryday low
prices” and thus can lower the store’s
attractiveness for the consumer. The study
also found thart less importance was placed on
fearures emphasised by other stores, such as
the various sales promotion advertisements,
quality and credit card acceprability.

Stakeholder: existing retailers and other
businesses

The three important effects engendered by
the large format retailer on the existing
retailers and other businesses are: rapid
market penetration in the growth stage of the
life cycle, decline in the sales of the local retail
stores, and growth and decline in various
commercial sectors. A discussion of each of
these effects follows.

Rapid market penetration in the growth
stage of the retail life cycle

Several studies show that an important
pattern associated with the entry of a large
format retailer is an accelerated rate of market
penerration. To begin, Armeold’s (1997)
Kingston, Canada tracking surveys recorded
Wal-Mart’s share of female heads of
houscholds as increasing from 7 percent at
market eniry in 1994 to 23 percent after 18
months and to 30 percent after three years. In
another study by Seiders and Tigert (2000)
and pertaining 10 the two small towns of
Gainesville, Georgia and Victoria, Texas, the
same pattern was observed. A year after the
opening of the Wal-Mart and Kmart
supercenters in Gainesville, Wal-Mart had
captured 10 percent of the primary shoppers,
while Kmart had captured 6 percent.
Similarly, in Vicroria, it was observed that
after a year Wal-Mart supercenter had
acquired 13 percent of the shoppers, while
Kmart supercenter had acquired a 7 percent
share. Jones and Doucer (2000) esrimated
Wal-Mart had 25 percent of the department
store sector in the Greater Toronto area in
1997 only three years after market entry. Toys
‘R’ Us had a similar share in the toys and
hobbies while IKEA had 19 percent of
furniture/houschold furnishings and Home
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Depot 33 percent of the retail hardware/
lumber/home repair business.

Tigert {1484) provided an assessment of
the impact of Home Depot in Phoeniy,
Arizona, The study revealed that in a time
span of less than a year, Home Depot had
captured a 26 percent share of the shoppers.
Similarly, Amold et al. (2000) found 27
percent of Kingston home improvement
respondents were shopping most often at
Home Depot within six months of that
retailer’s market entry. Thus, it is apparent
that large format retailers can achieve high
penetration levels in a short duration of time.

Long-term rates of market penetration were
reported in a number of studies. For the
Atlanta, Indianapolis and Dallas/Fort Worth
markets where Wal-Mart entered a decade or
so previously, Tigert et al, (1993) reported
that Wal-Mart’s share of shoppers in each
et al. (2000) reported that hypermarkets
entered Portugal in the late 1980s, and by
1996 72 percent of Braga respondents used it
as a major shopping outlet. However,
parronage depended on the type of good and
the hvpermarket was the preferred type of
retail store for frequently purchased packaged
goods, e.g. detergents and household
cleaning, personal cleaning, beverages, dairy
products, groceries, toys, frozen foods and
beauty care/perfumes. In contrast, the
majority of respondents reported buying
goldsmith/jewellery, famiture/decorations,
footwear, clothing, bread, stationery goods,
meat and fish at traditional specialised,
grocery and minimarket stores.

Some studies suggest that large format
retailers are likely 10 experience a life cycle of
growth, muaturity and decline, similar to
department stores and variety stores. For
instance, Farhangruehr er al. (2000) reported
that bypermarket growth in Portugal peaked
in 1995. This maturing of the hypermarket
formar was due not only to the emergernice of
small shopkeeper protectionist, political and
legal forces, but also to increased competition
from supermarkets and limited assortment
discount stores, e.g. Lidl. Similarly, Cliquert
(2000) observed that hypermarket growth in
France had levelled off and, after estimating a
life cycle curve, predicted this format could
disappear by around 2015. Hahn (2000)
suggested that it took only ten years for US
power centers comprising big box retailers to
mature, and by the mid-1990s many big
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boxes were deserted due 1o consolidation and
bankruptcies. She also identified Home
Depot, Wal-Mart acd Office Max testing
much smaller store sizes. Finally, California,
Arizona and Marvland have either proposed
or made zoning ¢hanges that apply size
constraints to the large format rerailer.

Decline in the sales of the local retail
stores

While the large formart reiailers gain rapid
markel penetration, it is at the expense of
existing retailers who are confronted with
declining market share, sales and profits. For
instance, Vance and Scott {(1994) examined
the impact of a Wal-Mart supercenter on the
sales of seven grocery stores. The study
observed that at the end of a three-month
period, local grocery sales declined by an
average of 11 percent per store. Subramanian
and Marquardt (1995) looked into the impact
of large formar retailers on local stores and
noted that the arrival of Wal-Mart in small
towns precipitated a decline in the number of
local stores. In Amold’s (1997) Kingston,
Canada tracking studies, Wal-Mart’s gain was
at the expense of all other departmenst stores.
Home Depot’s gain in the same market
{Arnold et al., 2000) came from Cashway and
Beuver Lumber whose markert shares were
halved. Four out of every five traditional
Braga, Portugal retailers reported that the
newly arrived hypermarkets resulted in a
lower number of customers, sales volume,
profit margin and profit (Farthangmehr et al,
2000). Of 222 small retailers in five Nebraska
communities in which a Wal-Mart store
recently opened, 53 percent reported
suffering negative consequences (McGee,
1996). In eighr retail categories in direct
competition with big boxes in the Greater
Toronto area (Jones and Doucer, 2000), there
was an overall decline of 7 percent in share of
total stores, Declines were greatest in office
products (-23 percent) and hardware

(17 percent). Seiders and Tigert (2000)
concluded that a supercenter is likely to
achieve a “20 percent marker share in the
retail food market” and that “many of the
weakest traditional supermarket chains in
each marketr will evenrually disappear.”

In an interview with the manager of one of
the Loeb chain’s supermarkets, the manager
revealed thar the warehouse club Costco was
expected to lead to a 5 percent decline in
Loeb sales. He noted that other competitors
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could expect 8 “larger shrink” if they were
located closer to the new Costco or if they
sold in bulk. He observed, for instance, thata
“no frills”, discount bulk grocery store, could
face a 15 percent to 20 percent decline in
sales.

Growth and decline in various
commercial secrors

Another phenomenon associated with the
growth of large format retailers is the extent to
which their growth spills over o other
commercial sectors. Stone’s {1995) stady of
34 Jowa towns with new Wal-Mart stores
found sales increases in certain specific
cominercial sectors. The sales increase was
reported in general merchandise (+44
percent), home furmishings (+9 percent) and
eating and drinking (+3 percent). Based on
¢ertain observational and anecdotal evidence,
the study also suggested that additional raffic
generated by the entry of a8 Wal-Mart store
boosted the sales in stores carrying upscale
clothing, upscale shoes, upscale gifts and
upscale jewellery. Further, an increase in sales
was also reported for gas stations, personal
and business service facilites. Thus, in
essence, the study suggested that the stores
with specialised offerings tended to gain on
the entry of a Wal-Mart. Davidson and
Rumimel (2000) showed this resuls, with
Wal-Mart host rowns experiencing greater
increases in food sales, restaurants and
building supply stores,

An important way in which the new formar
retailer creates economic spin-offs is by
serving as a guaranteed generator of traffic. A
city of Toronto informant cited a study that
showed that a new supermarket would
“redirect” $3-$4.5 million in sales to the
nearby downtown stores. The study also
indicated that the supermarket might also
lead 1o other brand name-store openings and
strengthen other businesses such as
restaurants, personal services, etc. A manager
in one interview likewise noted that “When
[Costco] has opened you'll see other
businesses spring around it, youw’ll see more
food industry .. . you’ll see other companies
come in...”

Economic spin-offs may also be generated
by way of additional services required by the
new format retailers. Often these services
include distribution services, advertising
services, truck rentals, food acquisitons,
maintenance, architecrural, electrical and
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mechanical engineering services.'Ozment and
Jones (1990a, 1990b) found an increase in the
sale of services such as automobile repair and
eating and donking subsequent to the entry of
a large format rctailer.

Contrary viewpoints were found in regard
to the creation of economic spin-offs by way
of services required by the new formart
retailer. The gencration of these economic
spin-offs has been contested on the ground
that since the new enrrant retailers tend to
have established ways of doing business,
opportunities for local business are not
generated. For instance, Weinstein (1994)
and Lang (1981) observed thar organisations
new to the market, and chain stores in
particular, rely on their previous distributors.
Further, other professional services, such as
legal, accountng, marketing, and insurance,
are obrtained through the head office rather
than through local branches. Lang (1981)
cited a downtown manager who observed thart
“they [the large formart retailers] buy nothing
from our local wholesalers. Even their
stationery and supplies are purchased ouside
the city. Other than a few clerks, their
employees are brought in.”

Not surprisingly, a counter-opinion was
found in an interview with the public relations
manager of Home Depot. The manager
specificaliy noted that ... we are Home
Depot Canada. We don’t bring Ametricans to
work in our stores; all the employees are
Cunadian. As far as the merchandise and the
vendors, we buy Canadian. Absolutely. If
there is a Canadian window company and an
American window company, there is no
doubt we buy Canadian.”

Just as the entry of the large formar rerajler
resuits in the growth of certain retail
caregories, rescarch indicates that it also leads
to a decline in other categories. For instance,
Stone (1995) observed in some retail sectors
declines inn the standardised per capita sales
ratios. These sectors inciuded apparel (18
percent), specialty (~14 percent), building
supply (-13 percent) and grocery (-5 percent).
In the same study, a companson of the market
share of Iowa stores between 1983 and 1993
showed decreases ranged from 3 percent for
women’s apparel stores 1o 44 percent for

" men’s/boy’s apparel. In berween were auto-
parts (-9 percent), drug (-11 percent), grocery
(-14 percent), jewellery (~19 percent), shoe
(20 percent), variety (-26 percent), lawn and
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garden (-28 percent), hardware (—31 percent)
and miscellaneous apparel (-32 percent).

Implications for incumbent retailers
Given these effects, it is relevant to consider
both what the incumbent retailers have done
and whar they should do 1o counter the
problem. Farhangmehr er al. (2000) found
significant differences between the various
store formats in their responses 1o the new
hypermarket compettion in Braga, Portugal.
For example, traditional grocery stores were
less inclined, compared to specialist retailers,
to invest in training, to search for new
suppliers or to enter into partnerships with
other retailers for the purchase of geods or the
development of promotional campaigns.
Although there were some differences
hetween those who were negartively affecred
by Wal-Mart's arrival and those who were
not, McGee (1996) found that neither group
made dramatic adjustments to their
competitive strategy. McGee (1996) cited
other studies where the small retailers appear
either unwilling or unable to enact a
competitive response.

The prescriptions for doing business in a
Wal-Mart town are not to compete on price
nor to offer the same products. Stone (1995)
suggested complementary merchandise, e.g.
upscale products, greater variety in a specific
category, extended hours of operation,
improved customer service skills and refined
return policies. Davidson said she took
exactly these steps with her Maine retail
fumiture store and experienced increased
sales levels annually (Davidson and Rummel,
2000). Brennan and Lundsten (2000)
suggested specialty stores differentiate
themselves from discounters by increasing
product assoruments in the key categories
carried, upgrading quality with branded
merchandise not available 1o discounters, and
maintaining good in-stock positions.

Existing retailers must recognise that the
appeal of the new retailer is limited to a
specific demographic and socio-economic
segment, albeir a large portion of the
population. The dissatisfaction with large
format retailers expressed by some of
Morganosky and Cude’s (2000) focus group
participants reinforces this notion of market
segmentation. This implies that the existing
retailer can focus on the shopper segments
that are not drawn towards the new retailer.
For instance, they could focus on the fewer
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customers who value the specialty goods and
more satisfying service mix possible in a smell
store. The one dissension from this
prescription comes from Peterson and
McGee (2000), who concluded afrer
analysing their retailer data that a sustained
marketing emphasis on quality is not a clear
prescription for removing the impact of Wal-
Mart's presence.

Stakcholders: citizens, communities and
governments

Liconomic growth

If the large format retailers were to simply
take the market share from wenker
competitors, there would not be any change
in the overall economic activity. However, an
implication of the Huff’s gravity model as
applied to the large format retailers is the
notion of a greater trading circle. The larger
store area of the new retailer will increase its
arrractiveness 1o more distant shoppers,; some
of whom will trade off the more distant
location for a lower price, grearter assortment
and one-stop shopping convenience. As a
result, the economic health of the entry
market is likely 1o improve, when measured in
rerms of retail sales, per capita sales, sales
taxes, real estate/property taxes, household
incomes, per capita income, employment
levels, retail prices and available goods
assortment,

Several studies consistently reflect a net
positive boost to the economic health
associated with the entry of a new retailer. For
instance, the Stone (1995) study conducted
in 1993 of 34 Iowa towns with populations of
30,000 compared changes in standardised per
capita sales ratios over a five-year period
subsequent to a Wal-Mart opening in the
town. The results revealed that the total per
capita sales increased by 5.6 percent,
Davidson and Rummel (2000) compared the
sales tax records of 13 Wal-Mart host rowns
in Maine with those in ten nearby towns and
18 other rowns more than 15 miles away, one
through four years after Wal-Mart’s entry.
Results reflected in the tax records showed
significant sales increases in the Wal-Mart
towns, especially for general merchandise,
while retail sales in neighbouring towns
declined or increased at relatively low rates,
Qther towns in Maine did not show the same
rates of growth as the host towns.
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A study was made by researchers at the
College of Business and Public Administration;
University of Missouri, Columbia, of 14 rural
Missouri counties in which Wal-Mart opened
stores between 1583 and 1988, Not only did
the researchers find a “significant positive
effect on sales-1ax revenue” bur they also
revealed that the salaries, retail employment,
personal and per capita incomeé increased in
“almost” every county (cited by Vance and
Scott 1994, p. 141).

In a similar study, Ozment and Jones
(1990a, 1990b) examined ¢ounties with
populations berween 8,000 and 50,000 in the
three US states of Arkansas, Missouri and

klahoma. The researchers compared 104
counties with a discount retail chain, to 78
counties without one, and found that counties
with a discount retail chain fared better than
those without, in terms of per capita income,
level of employment, local 1ax revenues, bank
deposits, and number and value of new
hiouses.

Cliquet {2000) 1dentified economic benefits
of large formaz retailers at the natonal level.
He observed that hypermarkets widened
access to consumer goods and permirtted
many suppliers, especially the smallest, o
export 1o any place in the world where their
hypermarket customers were located. He also
thought that because hypermarkets helped to
reduce inflation, government action against
the hypermarkets has always been designed
more to please small shopkeepers than to limit
hypermarket growth.

While the graviry model provides a
theoretical rationale for the economic growth
accompanying the entry of large format
retailer, an alternative explanation also exists,
Considerable investment in the construction
of large format stores would be made only in
those local or naticnal markets where there
are positive economic indicators. Thus, much
can be atrributed to the soundness of the
entrant retailer’s location analysis, In sum, a
more general question, warranting further
research, would be whether retail
developments precede or follow economic
growth?

Some reservations about the long-term
positive economic effects were expressed
during the interviews with some of the
informants. A city planner observed that
many times the big boxes “pack up and leave”
certain locations. Such an event would
normally follow the opening of a centrally
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located Wal-Mart supercenter, which would
render the local Wal-Mart store in a nearby
town superfluous. Some of the small
businesses in the nearby town would have
closed long ago because of the tough
competition from the big box retailer. The
city planner noted thar as a consequence “. ..
now there’s nobody left in the town 10 sell you
anything, so you now [have to] drive 30 miles
1o get anything.” A similar incident was
described by Vance and Scortt (1994, p. 152),
where the closing of a Wal-Mart store in
Hearne, Texas, led a minister and a former
resident to accuse “the discount chain of
killing his home town twice — once when, it
entered the town and damaged 1ts local
businesses and the second time when it left.”
Another important reservation associated
with economic growth revolves around the
fact that the new, large format retailer may
not generate new business for itself, i.e. create
primary demand, but instead take market
share from existing businesses. When the
latter effect occurs, the economic growth in
the market of entry of the large format rertailer
is a1 the expense of the downtown business
core or else the surroundiog towns and
villages. A Home Depot represenrative
defended her company on this point by noting
that Home Depot, by erganising do-it-
yourself clinics, makes the market larger. It
creates a demand for something that did not
exist before, As an example, she explained
that the store may hold ¢hnics for people who
want to remodel their bathroom bur do not
know how to do it. In such cases, “suddenly
people who weren’t do-it-yourself in the past
suddenly [become} do-it-yourselfers.”
Reservations pertaining to the long-term
economic growth of the community also
concern the fact thar, since the large formar
retailers are often a part of large,
mulrinational, publicly traded companies,
their profits and dividends are sent 1o the
corporate headauarters and then to the
shareholders. Vance and Scott (1994) cited a
local clothing store owner who observed thar,
“They do such a wemendous sales volume
and their money leaves the town immediarely.
That money may have circulated among
several businesses in town, but now, once it’s
gone, it’s gone.” A downtown business
‘association economic development officer
also noted that & ¢rucial difference berween
the new format retailer and a local
independent was that the local independent
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spent their profits in the towns where they
lived. Thus, the essence of the argument is
that, since profits and dividends are siphoned
out of the community, the opportunity for a
multiplier effect, that would otherwise have
created several economic spin-offs in the
cotmmuniry, is forfeited. For instance, in a
study by Ircha (1582}, it was found that most
of the malls in Atlantic Canada were owned
and managed by home offices in central
Canada. The result of this ownership was that
a substantial portion of the profits left the
province from where it was generated.

Decline in the downtown business
district

The core issue underlying this crucial impact
is whether the downtown core or the central
business district suffers and loses business as a
consequence of the entry of 3 large format
retailer. An inability of the new retailer to
create primary demand and the convenience
associated with one-stop shopping destination
may also be two important reasons for the loss
of business experienced by downtown stores.

While in the ¢ase of category specialists
such as Home Depot or Toys ‘R’ Us, the
problem of “one-stop” shopping destination
is mitigated; in the sense that these stores do
not offer products apart from hardware and
toys respectively, and the supercenters, the
discount stores and the warehouse clubs often
become the end destinations. The various
warchouse clubs and supercenters carry a
wide assortunent of goods other than mass
merchandise, including fresh produce, meat,
dairy and bakery products. Further, many
services such as a wine shop; travel services,
photo furnishing, shoe repair, prescription
lens etc, are also offered. In such cases, the
new format retailer may have the same
detrimental effect on the central business
district (CBID) as did the construction of
shopping malls,

The studies pertaining to the impact of new
shopping malls on the CBD show consistently
a negative impact. For example, Muller
(1978) studied six cities in which a regional
mall had been built and found that sales were
reduced by an average of 37 percent in the
five downtown areas. Dent’s (1985) study of
Atanta’s public policy showed that, once
interstate highways were built, the nearby
CBI> lost 25 percent of their sales while the
shopping malls experienced a high growth,
Ghosh and Mclafferty (1991) pointed out
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that the retail sales were cut by half in the
period from 1964-1977 as the popularity of
thie suburban malls increased, Ircha (1982)
found that the level of sales in the existing
retail outlets showed a decrease relative to the
sales gained by the new shopping center. Goss
(1993) reported that the west German
enclosed pedestrian malls stole retail sales
from the outer streets.

From these studies, it ¢can be inferred that
the establishment of a new, large format
retailer might have an adverse effect on the
downtown business units, Peterson and
McGee’s (2000) mail survey of 428 Nebraska
and Kansas businesses from five towns in
which Wal-Mart opened daring 1989-1994
supports this logic. Of the businesses with less
than $1 million in sales and which were
located in the central business district, 64
percent reported a negative impact.
Hallsworth and Worthington (2000) reported
that, although a new Safeway store widened
the catchment area of the town as & whole, it
was estimated that the town center market
share had fallen by 10 percentage points and
that there had been heavy trade diversion.

Another interesting effect related 1o any
potential decline in downtown business was
brought up during the course of an mnterview
with an urban and regional planning
professor. He pointed out that often the entry
of a large format retailer resulrs in mass
standardisation of services, As the mass-
produced goods shift 1o the shopping centers
or to the large format retailers; the downtown
stores tend to becoms more and more
customised. Ag an example, as mass clothing
shifts 10 the mall, one finds a trend toward
more and more specialised boutiques in the
downtown. This example can be extended 10
other unique functons such as the stores
selling jewellery, music, artefacrs of local
craftsmen, portrait-making, or even
restaurants. However, not much space is
needed to support such functions and as a
result one finds that two or three blocks in the
downtown area may thrive while the others
may slide down, or the blocks may survive in
patches, in that a few stores in the middle of a
block may generate business, while those at
the ends may wenr off. Thus, the CBD area
tends 1o become patched in terms of its
economic viability.

A decline in retail sales has its own set of
ripple effects. Muller (1978), for instance,
obhserved that a decline in retail sales often
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leads the building owners either to negotiate
lower rents or 1o vacate the building. Smaller
cities tend to be especially susceptible to the
stagnation in the downtown shopping district
and find it difficult to replace the older
retailers with new ones. Thus, properties
become vacant and this eventuslly leads 1o
lower property values, taxes and even blight.
In the same study, Muller found that a
decline in commertcial activity in downtown
Plattsburg led to a reduction in gross rental
incomes by 34 percent and a decline in
property values by 35 percent to 45 percent
over a seven-yesr period, Hajdu (1988) in
West Germany also observed similar effects
due 10 the trend towards pedestrian mails,

Several downtown redevelopment schemes
are ofren undertaken 1o prevent a decline in
downtown business, l'or example, the
Economic Development Officer for
Downtown Kingston Business Improvement
Area related the case where the Economic
Development Office implemented a “Ride
Free Program™. The program involved
collaboration between 70 or 80 merchants in
the downtown area and the Kingston Transit.
As per the program, the merchants offered a
free ride on the Kingston transit with a
minimum purchase from their stores. This
encouraged people to visit the downtown
stores and also helped to minimise parking
problems in 1the downtown area.

As to ways to curb decline and stagnation in
the downtown areas, research indicates that,
from a planning standpoint, locating a large
format retailer in the downtown core may not
necessarily be a successful strategy. This can
be reasoned from the studies done on
shopping malls, and thus can be extended to
our present context. For example, in a study
of the Keskus mall in Thunder Bay, Lorch
and Smith (1993) explained that a “fortress
effect” rook place, which ensured that the new
mall held a “monopoly over pedestrian
activity” in the arcas surrounding the mall.
They found that two out of every three
shoppers who parked in mall’s garage never
ventured outside the downtown mall,
Another effect, also found to be operational,
was the “distance decay effect”. The essence
of this effect was that the farther the
businesses were from the mall, the more they
began to rely on different segments of
customers. Mall customers did not venrure
very far from the mall. Finally, there was the
“intervening opportunity effect” that was
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obsetrved in regard 1o consumers-who parked
outside the moall, The effect was that the
customers tended to shop along the way to
the mall, stopped at the mall and then tumed
around sgain. They did not travel 1o other
downtown shopping areas which lay cutside
their path to the mall.

The above discussion pertains mainly to the
cconomic effects of a large formar rerailer in
the downtown area. However, the entry of a
large formar rerail store may also distupt the
traditonal patterns of social interchange
developed in a community (Weinstein, 1994).
The downtown area in a small city is not only
a place where people shop, but also a place
where people meet and interact with others.
The city hall, the restaurants, the coffee
shops, the park benches, the warterfront,
theatres and cinemas serve as avenues for
culrural enrichment and relaxaton. However,
as more and more suburban peripheral retail
establishments develop, more and more
customers drive there and thus fewer and
fewer people frequent the downtown area and
engage in a social interchange. While the
shopping malls still attempt to integrate a
communal atmosphere with the shopping
experience, by providing benches and
restaurants for people to engage in cultural
exchange, the problem tends to be more
pronounced in the case of the large format
retailers. As mentioned, they are free-standing
or at bhest grouped in the open air with other
large format retailers in what is referred toas a
“power center” (Hahn, 2000). Even the
shopping malls, despite their efforts, have
been accused of replacing the feeling of
“community belonging in the CBD” with the
feeling of “belonging in the mall”™.

Job creation/losses and job quality

The entry of a large format retailer is
associated with both job increases and
decreases. The new retailer creates more jobs
but, at the same time, it also results in job
losses in competitive stores, including the
local independents. For instance, Jones and
Doucer {2000) found that big box
employment in the Greater Toronto arca
grew by 61 percent in the 1993-1997 period
while non big-box employment declined by
2 percent. furthermore, in 1993, 28 percent
of all retail employment in five retail
categories was within 2km of a big box
competitor and 41 percent was more than
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4km away. In 1697, the same figures were 43

percent and 206 percent,
As 1o the ner effect, the view endorsed by at

least some urban planners is that the entry of
a large format retailer results in a net increase
in jobs. For example, the Kingston urban
planners supported the proposal for a new
power center on the grounds that additional
employment would be brought to the city. In
another instance, the manager of a local
supermarket estimated that the entry of a new
Costco would bring 200 jobs to Kingston,
which can be deemed as a “lot of employment
for the Kingston area”. The analysis of 1092-
1997 Greater Toronto Area employment data
by Jones and Doucer (2000) revealed a 1.3
percent decrensc in employment overall,
However, this average masked a decline of 87
percent in catalogue stores and 82 percent in
lumber yards and growth of 24 percent in
sporting goods and toys and 14 percenrt in
furniture/electrical.

In @ study by Rychliwsky (1966) in
Brampton, Canada, it was hypothesised that
the opening of the power center would lead to
a net decrease in employment. However,
interestingly, the results indicated that the
number of layoffs decreased by 325 percent
two vears after the opening of the power
center. The data showed thar there was in fact
a net increase of 362 jobs in the retail sector.
Thus, the study supports the fact that the
entry of a large format retailer can have a net
posirtive effect on the level of employment.
However, two issues of concern are in order.
First, the power centers, which are generally
“discount” based, could hire fewer people for
fewer wages as a part of their low cost
strategy. Rychilwsky (1996) found that the
power centers tend to hire fewer people than
do regionsal malls. It was found that, while the
Brampton power center employed one person
for every 560 sq.ft of GLA (Gross Leasable
Area), the regional mall employed one person
for every 504 sq.ft. Thus, if power centers end
up replacing regional malls, this can lead 1o a
net loss in employment.

Second, the new jobs created by the large
format retailers may be more or less
rewarding than the jobs that are Jost. The jobs
offered by the new format rerailers may be
low-wage, part-time, and include no benefits.
On the other hand, these multinational
retailers may bring progressive human
resources pracrices to an antiquated market
place. Thus, the issue of the quality of

149



Market entry effects of Targe format retallers: @ stakeholder analysis

International Joumal of Retail & Distribution Management

Stephen ). Amald and Monika Narang Luthra

employment generated by the new tormat
retailer in terms of wage level, job
permanence, full time-part time status,
bhenefits and training is an important one and
warrants further research.

Market efficiency and impact on
competitive market structure

Conflicting views exist as to whether the entry
of a large format retailer renders the market
more efficient. One point of view is rhat the
new formar retailers stimulate competition,
promote market productivity and aid in the
evolution of the marker. A professional
planoer was of the view that, when a new
retailer enters the market, it “stimulates
innovation, entrepreneurship and operating
efficiency ... and provides the consumer with
an ever changing array of shopping
environments and selection of goods and
services at competitive price levels.”

The opposite view on market efficiency is
that the entry of a new format retailer leads to
a “lost level of service”. A loss in the level of
service occurs when the neighbourhood malls
ot the independent retail stores selling milk,
drugs or hardware close because of the new
format entrant. Subramanian and Marquardt
(1995) characterised this effect as “imperfect
competition {and thereby a case of] market
failure.” They suggested that the closure of a
corner store affects the immediate
neighbourhood in terms of fewer choices, less
convenience, and diminished personal
service. It is in this sense that the consumer
experiences a loss in the level of service.

The former township of Kingston
responded to this possibility through their
official plan, which ensured the economic
health of each of the four elements in the
“commercial hierarchy™ — the core area, the
“loop”, the specialty districts, and the
neighbourhood centers. The aim in having a
hierarchy is to be able to ensure that no one
level erodes the planned function and that the
economic health of all levels is maintained.
However, big box retailers such as Wal-Mart,
Costco ete., can somertimes “rake over” the
hierarchy because of their size, locaton, or
the volume of merchandise sold, As an
example, Rychilwsky (1996) cited a study
wherein an Ontarte Municipal Board
notification stated that a 15 percent capture in
market share by the new retailer would be
deemed “detrimental to the retail hierarchy”
of the communirty.
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An interesting slant on market efficiency
exists in the context of the fact that many
small towns perceive the big box retailer as a
stimulant 1o their economy. To capitalise on
the rippled economic growth that follows the
entry of a large format retailer, the municipal
government in many cities makes provisions
that favour the incoming retailer, Lang
(1981), for instance, noted that the City of
Corner Brook agreed 10 make various road
improvements to meet the expected increase
in traflic following the entry of the big box
retailer. Further, the ciry also agreed to share
some of the property costs with the developer.
The consequence of this developer
subsidisation is that the local independent
retailers who eventually lose sales to the
incoming retailer actually assist in their entry
through tax dollars.

Implications for community stakeholders
An important implication for citizens, the
community, and government is that a positive
surge in economic activity follows the arrival
of the large format retailer. Some businesses
tend 1o get adversely affected, but a ner
positive impact, at least in the short ime
period covered in most studies, has been
observed in terms of an increase in 1axes, jobs
and income.

However, the long-term impact for these
communities is uncertain. Evidence
pertaining 1o the impact of the large format
retailer over a long-term period remains to be
seen. For example, as a few large stores
replace the more numerous but smaller
independent stores, the implcation of this
concentration for the long-run competitive
sitnation remains a conundrum. Competition
between a Wal-Mart supercenter and a
Costco warchouse club may not be as healthy
ay competition among a larger set of small
COmMpPeHIors.

The large format retailers depend on large
volumes in order to be viable, an absence of
which causes these stores to self-destruct.
Thus it can be reasoned that the locatnon
concerns in the case of big stores are likely to
be prime. In other words, the trading areas of
these big box retailers are likely to be well
thought out with no overlap trade
possibilities. It can be speculated that the
large format economics would rule out a
simultaneous existence of two or more large
retailers, especially in smaller communities,
on account of the simple fact that the smaller
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commuriities may not be able to support more
than one competing big box retailer. Further,
with low cost operations being the trump cerd
in case of all the big stores, there may notbea
differential advantage, other than low prices,
that a new incoming large format retailer may
have in order to attract the customers. Since
these large stores may not have any
differentiating power among themselves, the
entry of a second one may amount to a weak
competitive move. This may be another
reason why the large format retailers may not
want to establish in the same small
community. Therefore, they may create a
sitzation of virtual monopoly and mount huge
barriers to entry. Thus, an issue that deserves
further consideration is whether the benefits
of market stimulation outweigh the costs of
creating barriers to entry.

Any decline in the CBD as a result of the
entry of a large format retailer can be
counteracted through the various downtown.
revitalisation programs. The marketing efforts
can focus on bringing in people and
coramerce by organising seasonal events,
farmers’ markets, waterfront events and so
on. It was brought up a few tmes during the
interviews with our informants that the
downtown merchants cater to a very different
market from the large format retailers, There
seems to be some truth in this general view, as
has been indicated by the demographic
profiles of the consumers who shop at the
large format retailers. Thus, the downtown
revitalisation efforss need be positioned to the
appropriate segment of consumers.

Hallsworth and Worthingron (2000)
examined the issuance of local “loyalty cards™
in the small UK town of Leominster as a
reaction to gains made over the previous four
vears by a newly-opened 3,307 sq.m Safeway
store. The short-term success of the
Leominster scheme was judged to be a
consequence of its noveity, the attractiveness
of the town itself and the charismatic local
personalities who gained national media
attention i1 a “David and Goliath” saga.
From a long-term perspective, the more
sophisticated versions of loyalty cards would
require resources affordable only by the larger
municipalities. However, the dominance of
the chain stores (multiples) in these retail
markets would likely preclude widespread
adoption.

Legislarion at the municipal, state or federal
level is the alternative to community-initiated
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activities and a number of authors have
commented on this approach. Cliquet (2000)
discussed various attempts by the French
government 10 regulate growth of the large
format retailers in response to demands of
small shopkeepers. He concluded that the
regulations appeared 1o hurt the variety stores
and not the hypermarkets, other than in the
short term. Belgium and Spain have similar
federal regulations, whereas Italy has them at
the community level. Hahn’s (2000) opinion
was that most European laws are not as rigid
as they are in Germany where regional
planning is very somong. However, European
laws are typically stronger than those in the
USA.

Stakeholder: nearby markets

Economic decline in nearby markets
The nearby communities have in terms of the
economic decline directly felt the impact of
the large formar retailer. Smaller ciries that do
not have large stores or shopping malls tend
10 lose a significant amount of sales to other
cities with large format retailers or large malls.
Thus, while the existence of a large formar
retailer fortresses the leakage of sales dollars
from its own community, at the same time it
creates a leakage of dollars from other
adjoining communities.

The adjoining small communities not only
experience a decline in sales, but also face a
decline in property values in their central
business district. This further leads to a
decline in the property tax revenues in those
communites. Other effects include a rise in
unemployment and a loss of substantial sales
tax revenue to the community with the large
format retailer. Consequently, the resources
with the community’s municipal government
for city’s development dry up and this reduces
the ability of the government to inidate the
various development projects, such as
construction of roads, downtown
revitalisation etrc. Thus, 2 downward spiral
sets in which becomes increasingly difficult 10
curb or reverse.

Stone (1995) found thart the sales growth in
certain comrnunities was experienced at the
expense of the adjoining communides. In his
analysis of towns with a population below
30,000, he compared 17 towns without Wal-
Mart stores with 34 towns with Wal-Mart
stores five years after initial entry. With the
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exception of grocery stores, sales in towns
without Wal-Mart declined across all store
sectors ranging from 8 percent for eating and
drinking joints to 21 percent for building
materials. Towns within a 20-miles radius of a
Wal-Marn store experienced cumulative net
sales reductions of 25 percent. Similarly,
Davidson and Rumme! (2000) found that all
retail categories in Wal-Mart neighbour
towns, with the exception of food stores,
suffered decreased sales levels in at least one
of four years after Wal-Mart’s arrival in a
nearby town.

Implications of impacts on nearby
communities

The consistent, negative impact observed on
the nearby communities is a matter of
concern for all stakeholders. The sales gained
at the expense of competitors are a fact of
rerail life, especially when the competitor is
another large retail chain. However, when the
sales lead to the closing of the small,
independent retailers and a decline in the
CRD of the nearby communities, the retailer
retards the ability of the nearby communirty to
support itself.

The large format retailer has a responsibility
not only towards the marker of entry but also
towards all the communiries that lie within its
trading radius. A socially responsible large
retailer would want to institute its community-
based projects in, and give charitable donations
10, these nearby towns and villages along with
the market of entry. For example, Wal-Mart
often identifics specific local charities to
support in the local community. Similarly,
Home Depot has a large “philanthropic
budget” and also conducts clinics in its store
on do-it-yourself projects. As a way 10
contribute to the adjoining communities, the
workshops could be conducted in the town hall
belonging to these adjoining municipalitics.
Alternatively, these nearby communities can be
made a part of the Home Depot’s “in-kind”
donation, wherein the company helps the
community 1o build ramps for the disabled,
renovates parts of the city hall or helps in the

constructon of parks.

Conclusions and discussion

The aim of the present paper was to set in
motion a reflective exercise that would arrive
at some conclusions about the impacts of
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large formart retailers. These conclusions are

crucial as they can guide the efforts needed 10

make the transition towards this new retail

format. What should the communites,

governments and the big box rerailer itself do,

knowing that its entry creates a series of

effects in the murket of enoy and in the

adjoining communities? The challenge is to

foresee and deal with the long-term

irreversible changes being engendered by the

new farmat retailers. The paper is directed at

making the “big box retail phenomenon™ an

informed change. To summarise, the effects

associated with the entry of a large format

retailer include:

- Inherent consumer benefits.

= Patronage by different demographic
segmernts.

»  Changes in the relative importance of
store choice artributes.

»  Rapid market penetration.

+  Decline in the sales of competing local
retail stores.

«  Growth and decline in various
commercial sectors. ’

*  Economic growth in the marker of entry.

+ A potential for decline of the downtown
central business district.

*+  Job creaton and losses.

+  Changes in job quality.

+  Changes to marker efficiency and
competitive market structure.

+  Economic decline in nearby markets.

Future research

The present paper raised a number of
imporrant issues. Some of the issues that
deserve further exploration are as follows:

»  Are large formart retailers vulnerable to
the ageing of baby boomer age cohiort? As
the Jarge baby boomer age cohort moves
into their 50s and 60s, it might be useful
to keep track of whether they continue to
patronise the large format retailers.

* Do the large format retailers create a
primacy demand for their offerings or do
they simply take sales from other retailers
and other markets? Sales comparisons
could be made berween the market of
entry of the large format retailer and the
markets adjoining the “market of entry”
of the large formar rerailer. Further, the
measures of sales could be taken before
and after its entry in these two sets of
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communities. For example, in the case of
the home improvements market,
measures could be made of the do-it-
yoursell activity before and after o Home
Depot’s entry.

« Do the benefits of market stimulation
outweigh the “lost level of service™ due to
the closure of local stores? How can
market efficiency be justified when it
ultimately creates the barriers to enuy?
Several facets of the market efficiency
question deserve further consideration.
The net changes in level of service are of
interest. It might also be interesting to
study the amount of developer
subsidisation that might have occurred.

= What is the “quality” of work at the large
formart rerailers in terms of wage and
benefit levels, job permanency/security,
full-time/part-time status and training?
Tracking employment statistics in
communities over time would determine
whether or not a net gain occurs in terms
of the number of jobs.

« A final issue concerns the tendency
among some large format retailers 1o
close an existing store and open a new,
much larger store in a ncarby market with
the aim of obtaining a greater trading
area. Since these cases generate negative
publicity and much ill will, it might be
useful to document how often this effect
might have occurred.
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konsumen, sefingga pemasaran menjadi sentral bagi perusahaan, dan exs
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ciemen-elemen pokok dan kecenderungan «.slam lingkungan pemasaran ret
bagi pelaku bisnis reiail. Diantara stakeholder utema yang menjadi fokus pe

pelanggan dan pesaing.

PENDAHULUAN

Kondisi bisnis rataii di Indonesia saat ini
eriinat semakin marax dan telah mengalami
parkembangan yang sangat pesat dalam satu
dekade terakhir. Format-format retail barny,
seperti pusat belanja (shopping mall) seperti
Malioboro Mall, supermarket seperti Hero, dan
superstore seperti Rime, banyak bermunculan
5i kota-knta besar dan kota lainnya. Bahkan
toko-toko berangkai seperti Matahan, dan fran-
chise yang bermerek luar negeti seperti Ken-
tucky Fried Chicken, McDonald, Donut Donkin,
Circle K, dan Pizza Hutt, ikut menambah
maraknya bisnis retail di Indonesia. Ini

.2

slam pemasaran pada umumnya, dan pemasaran reiail peda Khususnya. ;

hzrmmasta™)

eranannya dalam orgenisasi Konsep Pemasaran Stralejik vang membaws perusahaan bearientasi
da konsumen sekaligus berodentasi pada peseing, menjadifiosoil yang sesual uriuk diterapkan

PN Pamakarman tentariy

7 rota

menunjukkan bahwa persaingan iflernasional
atau global sudah merambah bisnis retail dalam

negen.

Sebagian dan bentuk-bentuX Gisns f=-
tail seperti itu tidak hanya beroperasi secara
lokd!, tetapi sudah berkembang secars
nasional. Ada juga bisnis retail, disebut
megamall (Burstiner, 1981), yang
menerapkan prinsip “one-stop shopping” yant
dilengkapi komplek niburan separi bioskuf
dan mesin-mesin parmainan. Perkembangan
ini menandakan bahwa peluang bisnis di bidany
retail cukup besar, dan masih akan cukup

*) Penvaji adalah Ketua Jurusan Manajemen, Deputi Direktur Program Magister Manajemen Universitas
Gajah Mada, Ketua Team Pengembangan STIE\. idya Wiwaha Yogyakanta. la memperoleh gelar SE
( Ekonomi Perusahaan, 1976 ) dari UGM; MBA ( Finance and Marketing, 1984 ) dari Northwestern
State Univarsity of Louisiana, USA; PhD ( Marketing, 1992 ) dari University of Strathclyde, Scotland.
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Pemerintah menyediakan infrasy
memberikan kebijakany perdaganga;:u?;;
perpa;‘akan untuk menciptakan ingkungan
sederfpnkian rupa agar Perusahaan-perusahaan
dapgt Dersaing secara giobal dan menguasai pasar
dunia. Agar dukungan dan penciptaan iklim bisnis
yang menguntungkan dan pemerintah dapat
_ienansgna dengan baik, Perusahaan-perusahaan
Juga dituntut untuk menawarkan produk yang
berkualitas dengan harga kompetitif yang dapat

- bersaing di pasar dunia, Sedangkan Nbaga-

Iembgga keua‘ngan dituntut untuk menyediakan
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o Saesuatu Yang bzsar/mega sedang
l‘er;adtdmam bisnis retail, Pengecer berjarmgaa
!:‘tzsar dari luar negeri sudah memasuki pasar
.n‘l.cnes:a. Yang semulz merpakan nama toko
Sexarang dijadikan merek global, separti Mark.
H&S.pencer {tcko serba ada dar Inggris) dan Toys
R* Us (toko mainan dari Amerika). Ini
memungkinkan mereka menjual produk—
preduknya dengan merek seng cengan marjin
lebih besar, melindungi dari perang harga, dan
memberikan pengaruh lebih besar ;‘:ada
pemasok_‘ (Rapoport and Martin, 1995)
Peagerahan toko eceran ke pasar globai
memeriukan investasiyang sangat besar. Oleh

. karenaitu penerapan new strategic triad secara

kompak sangat diperlukan,

TREND BISNIS RETAIL ABAD
INDONESIA ADZIDI

Pengidentifikasian trend bisnis reta;
snis retail untuk
masamendataig agak bersifat spekulatf. Untuk
melakukannya, penulis telak mencoba
mengevaluasj trend yang ada saat ini dan
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2. Peranan Wanita

Kondisi saat ini menunjukkan bahwa -

jumlah wanita karir semakin banyak. Wanita
karir yang sibuk di War rumah tidak memiliki
waklu banyak untuk berbelanja, Mereka
cenderung menggunakan cara berbelanja yang
praklis dan hemat waktu. Jika harus datang ke
tempat penjual untuk berbelanja karena dapat
melihat langsung sajian barangnya, supermar-
ket atau toko swalayan akan menjadi pilihannya.
Banyaknya wakiuyang dihemat sebagian besar
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sebesar T%. Akan tetaps, i biaya tingg!
di sebagian sektor bisnis meelicetap menjadi
hambatan. Tingginya biaymsadal juga dapat
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Dewasa ini, masdgekonsumerisme
cukup menonjol. Prakiekgulifek bisnis yang
merugikan konsumen paasiksening terjadi. Di
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menjadi semakin banyaimssapat pernatian,



1. Pengidentfikasian pgiuang nemasaran
sehagat basis untuk parencanaan
namasaran

7. Pargnanpemasaran daai pErgeniningan

SIPESAING
Farmenuhan kebuluhan paianggen saga,
maskipun sudah dilakukan sc.ara maksimal,
d r\dan" belum

memadat untuk meancapat
anpa memparhalikan aspek
risntagi pesamg akan sangat
'r' i1 okeh p rusahaan retall anamlas

1. Produk-produk yang ditawarkan dalam industn
itu relatf bersifat “undifferentiated”,

2. Kondisi bisnis agak lesu, seperti yang dialami
oleh bisnis retall pakaian jadi di Yogyakarta
tahun 1994,

3. Semakin banyak perusahaan melakukan
akuisist untuk mengejar pertumbuhan dan
*enaikan penghasilan dalam jangka pendek,
meskipun seb«gian kembali ke bisnis intinya
semula karena kurangnya kepiawaian
pemasaran datam bisnis paru.

Kondisi tersebut mendorong semakin
perlunya mencari keunggulan atas pesaing
untuk mencapai laba. Beberapa cara yang dapat
disarankan untuk mendapatkan keunggulan
dalam persaingan baqi perusahaan retail adalah:

[

i Menekan bilaya
nrr\(ju'.( syttas atau

ngan

maningkatkap

yang ehin --18"
sroankan retal dﬂngan
,Lomﬁtls untuk

[#5]
5
J
)

_j

cduk yane
znyar .g sangatiuas,
calegory xiiler

mamparkhatkan bahwa
yakan perusahaan retall membearikan
ren' sisecara latah apabila pesaing melakukan

ksi dalam persamgan Satu paruschaan
'waw/.rkm potongan harga, yang lain kut
w’.Ol"gan ha'ca Vepuda Konsumean,
rukancara
..‘ar‘d‘m is kekuatan dan kele-
ta mendantsipas mnggapan
thadap tndakan perusahaan sebaium
tarnatii stratejik terteniu diputuskan.
r\egag ‘an akan tegadi, misainya, paga sebuai
perusahaan retail ked yang menawarkan produk
dengan harga murah untuk menyaing: perusa-
haan retzil besar yang dengan mudah dapat
menurunkan hanga dan uap memperoleh marjin
yang layak.

ta

Dalam peiaksanaannya, orientas
pesaing bukannya menggantikan orientasi
konsumen, tetapt justru memperkuat. Dengan
kata Jain, apabila kondisi'pasar semakin
kompetitif, maka orientasi untuk memuaskan
kebutuhan konsumen juga menjadi semaXin
penting. Jika orientasi pesaing tidak dilakukan,
perusahazn mungkin masip dapat memuaskan
kebutuhan kensumen, tetapi harus menanggung
rugi. Orientasi pesaing dimaksudkan uniuk
mempertahankan keunggulan kompetitif agar
kemampulabaan jangka panjang dapat terjamin.
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KOUSLHIya menyahiygrul itiarnallait keuciuiWwarsa
" atai tidak layak makan. Protes dan masyarakat
dan peringatan dari Yayasan Lembaga
Konsumen merupakan akibat yang muncul dari
praktek-pratek bisnis yang merugikan
konsumen. Perusahaan-perusahaan retail peru
memberikan perhatian yang iebih besar tentang
masalai ini. ;

4, Peranan Faktor Demografi

Dari segi demografis, jumiah cenduduk
tetap akan meningkal, perceraian meningkat,
rumah tangga haru semakin banyak, urbarﬁsasi
meningkat. pergeseran geograf akan lerjadi
seperti pelebaran kota, jumlah konsumen
terdidik semakin besar, dan daya beli konsumen
maninakat. Faktor-fakior tersebut akan
oerpengaruh pada bisnis retail.

5. Peranan Faktor Hukur

Pemerintah telah memberikan
perhatian pada pembinaan perusanaan-
perusahaan kecil dan koperasi. Sudan dirasakan
puia pentingnya peraturan, yang selama ini
belum ada, yang ditujukan untuk melindungi
mereka dari ancaman persaingan bisnis besar

dengan ekonomi skala yang besar.

§. Trend Bisnis Retail Masa Depan

) Menurut pengamatan berdasar kandisi
diatas, pengecer-pengecer besar nampaknya
memiliki peluang yang cukup besar karena
kemampuannya beradaptasi dengan perubahan
lingkungan. Pemanfaat teknologi maju akan
sanjatmembantu dalem perencanaan maupun
pelaksanaan strategi pemasarann'ya dengan
tingkat kinefia yang lebih tinggi.

Berbagai hal menyangkut bisnis retajl di

Indonesia yang mungkin dapat diidentifikasi
sebagai berikut:

1). Pengecer besar akan melakukan integrasi
vertikal untuk menjamin sumber pasokan.
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10).

11),

Fengecer besar akan lerds meidadakan
ekspansi dengan cara memperbesar
voiume bisnis dan menamibah {oko gj
daerah lain, bahkan mendirixan atay
membeli uszha baru di luar bisnis retay
sehingga mencipiakan kongiomerat bany.

Sisnis retail dalam tentuk franchising
dengan merek luar negeri semakin
barkembang.

Di kota besar, pengecer besar cenderung
menempatkan usahanya di lokasi tepian
rota dalam bentuk kelompaik toko, sed

di kota kecil dan menengah masih
terakumuiasi di lokasi pusat kotz.

Lebih banyak muncul specialty store basar
yang mengkhususkan pada kalz !
sub-kategori produk tertentu, seperti
kompuier dan interior.
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ut shopping mall mawsan
dengan fasilitas umum vang lenggap,
sepeti telepen, toilet, eskalater, pendingin
udara, musik dan informasi sentral, serta
tempat parkir yang luas. ’

Lebih banyak muncuil factory cutist, separt
pabrik roti mini yang menyatu dangan
tokonya; mereka menanjolkan slogan “fresh

Lebih banyak muncui cara belanja dengan
katalog; kansumen dapat membeli segala
macam barang yang ditawarkan dalam
katalog yang memperlihatkan bentuk,
atribut, harga, dan keterangan lain dalam
tata warna yang indah.

Lebih banyak muncul bisnis retait
berangkai, seperti Matahari, restoran ayam
goreng Suharti.

Lebih banyak muncul .s'upennarket dantoko
swalayan.

Lebih banyak muncul bisnis retail- dengan =

merek luar negeri, seperti Benaticn, Bally,
Calvin Kiein, dan Seven-Eleven. -

Stakeholdar merupakan individu atau
slamook dipengaruhi oieh kebizkan dan
perysahaan {Frederick, Post, and
2501 Stakeholder utama bagi sebuma

ada umumnya adalah invesor,

LORSEP PEMASARAN SEBAGAIFILOSCTI
DALAM PEMASARAN

Szperiipada perusahazn-perusahas

a0 wmomn/a, parusanaan yang bargers:

i padu mamiliki filosof dalam
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nggan. Orientasi pada peianggan ini
an istiiah Konsep Pemasaran
imMcGae mnd Spirc, 1988). Semua kegiatan
5erpusat di sekitar pelanggan termasuk
warmkienstik kebutuhan, dan kesuikaan. Cengan
vsta lzin, semua strategi pamasa. an harus
didasarkan pada Keoutuhan pslanggan vang
sudah diketzhui. Untuk mengangkat Konsep
Pemasaran tersebut perusahaan perlu
melakukan nsel, mengkoordinasikan semua
fungsi dalam perusahaan, dan memberikan
pemzhaman dan penghayatan kepada petugas
penjuzian atau petugas dibagian depan bahwa
vonsumen adalah raja (Houston, 1986).

sada peia
i
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pengecer yang dalam prakteknya
berhadzpan langsung dengan kor_lsumen
mendzpatkan pilihan untuk mengadopsi Konsep
Pemasaran sebagai filosofinya. Dengan
memenuhi dan memuzaskan kebutuhan
konsumen, mereka diharapkan dapat berkem-

bang.

FILOSOFI MASA DEPAN

Dalam Konsep Pemzsd™
wonsumen menjadi pernatan
nampak memadai sebaga °®
pErEmoangan straieqi peMmasersr -
sudah dirasakan bahwa
kurang dalam menghadapi R
caat inl. Mungkin sebuah p
rrenerapkan orenitasi Ko
melakukan rise

viar
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canggih, mampuayal Xa
griam pengaSmoang
nroduknya sudah ¢
pelanggan dan d
retapitetap tidax d
xurang, atau yang per
ini, oteh Porter (1880} )
keunggulan kompetiify
tainable compelitive
perusahaan tetap m
pelanggan sambil mas
ksunggulan atas pesang
menawarkan kaunikan prof
biaya.

Dengan demikian f&xis
periu diperimbangkan, dan 20,
dapat memberikan pengarun y& -
untuk berhasil atau tidaknya sei-
tailite dapat mencapai luusn &
Oleh karena ity kekusisn & W
pesaing perlu dievaluast o= L it
pendekatan yang sistemats .
kondisd hypercompetition ﬂl—éﬁi
persaingan selalu mengaiami p <
perubahannya terjadi daiam k:m
semakin pendek (D'Avani and$- M
Jadi, disamping orientasi kons2
pesaing juga periu dilakukafz'
mencakup kedua macam
sfientasi konsumen dan ot
dinamakan Konsep Pem
(Assael, 1993). Konsep P2
menekankan pada:
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