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Retail Management: A Strategic Approach, 13e (Berman/Evans/Chatterjee)

Chapter 2 Building and Sustaining Relationships in Retailing

CHAPTER 2: ANSWERS TO QUESTIONS

FOR DISCUSSION

1. When a consumer shops at an upscale apparel store, what factors determine whether the
consumer feels that he or she got a fair value? How does the perception of value differ
when that same consumer shops at a low-end apparel store?

At an upscale apparel store, price would be de-emphasized compared with the level of
personal service, but fair value would also be based on the selection, brands carried,
quality of sales support, and availability of free alterations).

At a low-end apparel store, the consumer would evaluate fair value based mostly on
price, brands carried, selection, return policy, and quality of the products stocked.

What are the expected and augmented value chain elements for each of these retailers?
a.
b.
c.

Home Depot.
Ikea.
Local fruit-and-vegetable store.

Home Depot
Expected: Ample parking, well-lit location at night, goods available in ample

quantities, clean environment, fast service due to speedy staff, and short waiting
lines

Augmented: Music throughout the store, expert advice from knowledgeable staff
on product selection and installation, ability to determine location of goods and
in-stock positions on its Web site

Ikea
Expected: Ample parking, effective displays that provide decorating tips

Augmented: Staff who provide decorating assistance, help in laying out rooms,
and assistance in loading car (especially important for pregnant shoppers,
shoppers with young children, and senior citizens)

Local fruit-and vegetable store
Expected: Ample parking, fair prices, availability of shopping carts

Augmented: Special assistance on determining product ripeness, assisting
shoppers with heavy packages, home delivery, availability of ethnic and organic
foods
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Why should a retailer devote special attention to its core customers? How should it do
s0?

A retailer should devote special attention to its core customers because loyal, long-term
customers may spend more money, use less company time, may be less price sensitive,
and engage in positive word-of-mouth communication. It is generally much more costly
for a firm to attract new customers than for it to keep its core customers content.

A retailer can devote special attention to its core customers by first identifying these
customers. A firm should know which customers are its most profitable and loyal and
which customers highly value the firm’s offerings. Special attention may consist of
advance notice of all sales, access to special sales consultants and events, a loyalty club
with extra discounts, special advice on product selection, and so on.

What is the connection between customer service and employee empowerment? Is
employee empowerment always a good idea? Why or why not?

Retailers have found that customer service can be improved if they empower retail
personnel. Through empowerment, employees are given the discretion to do what they
believe is necessary, within reason, to satisfy the customer, even if this means bending
some rules.

This strategy can be effective if this extra attention is not overdone. Examples of
overdone empowerment are employees not being able to complete their normal
responsibilities, employees abusing empowerment to avoid unpleasant job-related tasks,
and consumers complaining to get additional consideration.

How would you measure the level of customer satisfaction with your favorite restaurant?

Objective criteria include adherence to reservations, fast service, providing information
about product ingredients for patrons on special diets (low salt, low cholesterol, low
calories, and so on).

Subjective criteria are based on consumer perceptions of a store’s cleanliness, adequacy
of selection, friendliness/knowledge of wait staff, and so on.

Devise a consumer loyalty program for Barnes & Noble.

A consumer loyalty program for Barnes &Noble would reward the chain’s best customers
in an attempt to create long-term relationships with them. Barnes & Noble could offer
special discounts based on purchases in a certain period (past month, per three months, or
past year). One model for a loyalty program could be an extra 5 percent discount for new
purchases based on the purchase activity in the preceding six months. Another model
would be providing discounts on related items purchased by a customer. For example,
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purchasers of a number of books in a given period could receive a special discount on
books by the same author.

Frequent customers could also be given special privileges, such as advance notice of
sales, access to a special restricted Web site for frequently asked questions, or special
access to an author’s book signing session.

What are the unique aspects of service retailing? Give an example of each.

The unique features of service retailing are the intangible nature of many services, such
as the quality of a landscaper’s design; the inseparability of some service providers and
their services, such as individual tutoring services; the perishability of many services,
such as the sale of tickets to a live performance; and the variability in quality of many
services due to the high labor content.

What are the pros and cons of ATMs? As a retailer, would you want an ATM in your
store? Why or why not?

ATMs are a fast, convenient, and efficient way to perform financial transactions. Unlike
traditional banks that have limited hours, ATMs enable 24/7 service. Some critics may
argue that ATMs pose a safety risk and may perform a transaction incorrectly (such as
occasionally swallowing a credit card). Another problem for some customers is the
absence of personal contact.

Having an ATM located in a retail store may increase sales by increasing transaction size
(customers can easily get more money to pay their bills) and increasing store traffic (a
customer may enter the store to use the ATM and then make an impulse purchase in the
store). Possible detriments involve potential safety risks, as well as concern that store
personnel will be involved with ATM customer complaints.

Will the time come when most consumer purchases are made with self-scanners? Explain
your answer.
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Students who argue “yes” could base their response on consumer convenience, cost
savings to retailers, time savings to customers, and customer honesty. By using self-
scanners, customer transactions are quicker, and retailer costs are lower.

Those students who argue “no” to this question could base their response on the difficulty
in getting all consumers to use the self-scanners properly or consumers having difficulty

using loyalty cards or manufacturer coupons with the scanners.

Describe three unethical, but legal, acts on the part of retailers that you have encountered.
How have you reacted in each case?

Unethical, but legal, acts by retailers include the following:
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o Marketing unsafe products (like cigarettes) to specific segments of the population.

o Restaurants and supermarkets throwing away excess food rather than giving it to
the poor or homeless

o Adpvertising items with low stock levels

o Raising prices of needed supplies in short supply (such as flashlights and bottled
water) during hurricanes or severe storms

. Promoting the sale of goods with “promotional” items (with poor features, low

quality, and short and limited warranties) to generate store traffic

. Defaming competitors

. Selling or trading a listing of customers to other retailers

o Giving consumers who return gifts without a receipt the markdown value of the
gift (when the store personnel know the gift was purchased at full price)

Differentiate between social responsibility and consumerism from the perspective of a
retailer.

A retailer exhibiting social responsibility acts in the best interests of society as well as in
its own. Examples include recycling and conservation programs, sponsoring community
activities such as a softball team, and hiring handicapped personnel.

Consumerism, from the perspective of the retailer, entails implementing programs to
protect a consumer’s right to safety, to be informed, to be heard, and to make choices.
These policies may include product-testing programs, policies for handling customer
complaints, reviewing the clarity of advertising messages, training retail personnel to be
honest in suggesting products, and sponsoring consumer education programs.

How would you deal with consumer concerns about privacy in their relationships with
retailers?

Retailers should be extremely considerate when providing information about consumers
to other organizations or individuals. The advantage of providing marketing information
about a consumer base may not outweigh the risk of violating customer privacy,
especially when it involves private or sensitive information. Students may elect to “put
themselves in the shoes of their customers” when asked to make decisions about what
information about their customers could be revealed or sold.

One way of handling the issue of privacy is to ask customers for permission to give their

name and general purchase history information to a select group of retailers who would
provide appropriate goods and services.
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