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What is Retail Strategy?



Retail Strategy

 A retail strategy is a statement 

identifying

1. The retailer's target market

2. The format and resources the 

retailer plans to use to satisfy the 

target market's needs

3. The bases which the retailer plans to 

build a sustainable competitive 

advantage



Retail Strategy

 The target market is the market segment(s) 

toward which the retailer plans to focus its 

resources and retail mix

 A retail format describes the nature of the 

retailer's operations-its retail mix(type of 

merchandise and services offered, pricing policy, 

advertising,and promotional programs, store 

design and visual merchandising, typical 

locations, and customer services) that it will use 

to satisfy the needs of its target market.



Retail Strategy

 A sustainable competitive advantage is an 

advantage the retailer has over its competition 

that is not easily copied by competitors and thus 

can be maintained over a long period of time.





Retail Strategy
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Central Concepts in a Retail 

Marketing Strategy



Target Market And Retail Format
 A retail market is a group of consumers with 

similar needs and group of retailers that satisfy 

those needs using similar retail channels and 

formats.



Target Market and Retail Format



Building Sustainable Competitive 

Advantage (SCA)

 Three approaches are

1. Building strong relationships with customers

2. Building strong relationships with suppliers

3. Achieving efficient internal operations

Each of these three approaches involves developing 

asset-loyal customers, strong vendor relationships, 

committed effective human resources, efficient 

systems, and attractive locations



Building Sustainable Competitive 

Advantage (SCA)



Relationships with Customers-

Customer Loyalty

 Customer Loyalty means that customers are 

committed to buying merchandise and services 

from a particular retailer

 Loyalty is more than liking one retailer over 

another

 Loyalty means that customers will be reluctant to 

switch and patronize a competitive retailer



Brand Image
 Brand Image-think of McDonald’s… think of fast 

food; hamburgers, french fries, fast service, 

consistent quality, clean restrooms



Relationships with Customers-

Customer Loyalty

McDonald's has developed a competitive advantage by projecting an image of fast 

service, consistent quality, and clean restrooms



Mcdonalds success



Positioning

 A retailer's brand image reflects its positioning 

strategy

 Positioning is the design and implementation of a 

retail mix to create an image of the retailer in the 

customer's mind relative to its competitors

 A perceptual map is frequently used to express 

the customer's image and preference for retailers



Positioning Exhibit 5-3



Unique Merchandise
 Difficult for retailers to develop customer loyalty 

because most competitors can purchase and sell 

the same popular national brands

 Many retailers develop private label brands or 

called store brands or own brands



Customer Service
 Retailers can develop customer loyalty by offering 

excellent customer service

For example:Ritz-Carlton "WOW"stories



Customer Service

Ritz Carlton's outstanding service builds customer loyalty.





Source: Guest Satisfaction with Hotel Cleanliness 

Reaches Record High in 2020 J.D. Power Survey | 

Business Travel News

https://www.businesstravelnews.com/Lodging/Guest-Satisfaction-with-Hotel-Cleanliness-Reaches-Record-High-in-2020-JD-Power-Survey


Ritz Carlton



Customer Relationship Management 

Programs

 Customer Relationship Management Programs 

Or called CRM programs are also called loyalty or 

frequent shopper programs



Building a Retail Community Using 

Social Media

 Retailers are beginning to use their websites and 

social media to develop retail communities

 A retail community is a group of consumers who 

have a shared information with respect to 

retailer's activities

 Increased involvement 

 Fan of facebook page, Starbucks in 2008 

launched My Starbucks Idea





CRM



Building a Retail Community Using 

Social Media

Starbucks builds customer loyalty 

by developing a community of 

customers who offer suggestions 

for improving Starbucks' offering



Relationship with Suppliers

 Most important relationship with Vendor ie. 

Walmart and P&G

 Developed over time and not be easily offset by 

competition



Efficiency of Internal Operations

 Efficiency of Internal Operations

 Human Resource Management: labor intensive 

business

 Distribution and Information systems



Location

 Location is a critical opportunity for 

developing competitive advantage for 2 

reasons:

1. Location is the most important factor 

determining which store a consumer patronizes.

2. Location is a SCA because it is not easily 

duplicated



Location

Starbucks creates a 

competitive advantage by 

saturating an area with 

stores, which makes it 

difficult for competitors to 

find good locations.





Multiple Source Advantage

 To build SCA for long periods of time, cannot rely 

on single approach, but multiple approach 

instead

 McDonald's long term success is based on 

providing consumers with – good value that 

meets their expectations, having efficient 

customer service, possessing a strong brand 

name, and offering convenient locations.



Multiple Source Advantage

 IKEA has a large group of loyal customers due to 
its strong brand image and the stimulating 
shopping experience it provides to its customers

 Walmart complements its size advantage with 
strong vendor relationships with its clear 
positioning of retailer that offers superior products

 Starbucks combines its location advantage with 
unique products, committed employees, a strong 
brand name, and strong relationships with coffee 
growers to build overall advantage difficult for 
competitors to erode



Multiple Source Advantage

The Container Store has multiple 

sources of competitive advantage, 

including unique merchandise, 

excellent customer service, strong 

vendor relationships, and committed 

employees



The container store



The container store



Growth Strategies





Market Penetration
 Market Penetration growth opportunity is a growth 

opportunity directed toward existing customers 

using the retailer's present retailing format

 Involves attracting new customers from 

retailer's current target market



Market Penetration

 Examples:

➢ opening more stores in the 

target market, 

➢ and/or keeping existing stores 

open for longer hours, 

➢ displaying merchandise to 

increase impulse purchase,

➢ training sales employees to 

cross-sell



Market Penetration

 Cross-selling means that sales associates in one 

department attempt to sell complementary 

merchandise from other departments to their 

customers





Market Expansion
 Market Expansion growth opportunity involves 

using the retailer's existing format in new market 

segments.

 For example Dunkin' Donuts has been operating 

new stores outside its traditional target market



McDonald's Thailand's first restaurant was opened at Amarin Plaza in 1985 as the 

35th country in the world serving the great taste of hamburger. McDonald's Thailand 

currently has 245 restaurants nationwide (As of June 2019) offering a range of 
convenience services to match with customers lifestyles.



Retail Format Development

 A retail format development growth opportunity is 

an opportunity in which a retailer develops a new 

retail format – a format with a different retail mix-

for the same target markets.

 For example, Tesco operating different formats 

including Tesco Express which is 15,000 sq.feet,

 Tesco Superstore 50,000 sq.feet, and Tesco Extra 

60.000 sq.feet



Diversification
 A diversification growth opportunity is one in 

which a retailer introduces a new retail format 

directed toward a market segment that is not 

currently served by retailer

 Related vs Unrelated Diversification

 Vertical Integration describes diversification by 

retailing into wholesaling or manufacturing

Examples – CP?
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Hershey theme park





The Strategic Retail Planning 

Process






