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                              DECEMBER 2014 EXAMINATION

RM 01
FUNDAMENTALS OF RETAILING

Time: Three Hours




     
     
                 Maximum Marks: 100

Note: 

1. The paper is divided in three sections: SECTION-A, SECTION-B and SECTION-C. 

2. There are seven questions in SECTION-A.  Students are required to attempt ANY FOUR. 

3. SECTION-B has 5 questions, attempt ANY THREE. 

4. All the questions of SECTION-C (Case Study) are compulsory.

SECTION-A (10 Marks each)

1. Define retailing. What are the functions performed by retailers?
2. Discuss the scope and prospects of organized retail sector in the Indian context.
3. Why has the retailer emerged as a leader in marketing channel?

4. What makes the decision regarding location strategic in nature?
5. What is franchising. Discuss the major franchising models.

6. Discuss with suitable examples the factors necessary to consider before selecting a final site for any store. 

7. Compare and contrast the retail mixes of 
(a)
Convenience Store

(b)
Hyper Market

SECTION-B (15 Marks each)

8. What is a trade area? Also discuss primary trading area and secondary trading area in this context.

9. Write short notes on retail gravitation.

(a)
Reilly’s law


(b)
Huff Model 







          (7½ = 7½ )

10. 
Explain the concept of the retail lifecycle and discuss its applicability in the Indian context.

11. 
Discuss the concept of vending machines in detail.  Discuss its future in Indian Retailing.
12.
Describe in detail the retail formats classified on the basis of store-based-retailers.
SECTION-C (15 Marks)

Case Study (Compulsory)

Private Labels in India
Private labels in India are coming on their won.  Retailers in India appear to be taking leaf out of their western counterparts.  In case of Spencer’s, about 25% of all goods displayed in its store counters are private labels.  This figure is set to rise in the future.  Hyderabad –based Heritage Foods (India) also has a fair share of private labels on display in its stores.  The share of the private labels is almost 27%, barring fruits and vegetables.


The emergence of private labels is giving smaller brands – especially in functional driven categories where emotional connect plays a negligible role – a chance to compete with the big boys.  In case of Food Bazaar, in many categories, private labels fare better than branded products.  For instance, Food Bazaar’s Care Mate hand wash has been a fast moving product.  While as a category, hand wash hadn’t grown much in the last few years, the company introduced Care Mate by offering a unique price proposition.  Food Bazaar’s hand wash, detergents and oral care products are priced 20% to 25% lower than market prices.  The company’s private label business is doubling every quarter.

The company also believes that when it comes to local tastes and preferences, private labels hold an edge over national brands.  And this is extremely pronounced in food categories, as a national brand can only offer limited varieties.  But a private label can be localized to a great extent, for example, Food Bazaar’s Tasty Treat pickles not only use local ingredients but also the oil is suited for the local palate.  In western India pickles are prepared in groundnut oil, while it is cooked in sesame and mustard oil in south and east.  The company introduced Tasty Treat Kasundi (mustard sauce) only for the eastern market as kasundi is a regional favourite; the product is now being rolled out nationally.  It has also introduced Thank You Aunty, an umbrella brand provided to self-help groups that make locally favorite snacks like murukku, chakli, thepla and chewda.

Food Bazaar has also ‘adopted’ labels like the insecticide spray Quit, manufactured by Asian ITG, a manufacturer for brands like Mortein, and Maniar’s Khakra (earlier sold only in the export market) for a year when the manufacturer was thinking about launching the brand in India.  All these adopted brands are now sold exclusively in Food Bazaar outlets.


Given he nascence of retailing in India, one would assume that players are looking only at generic private label brands.  But segmentation is already taking place even within own labels – from pure generic brands to premium brands being retailed on the shelves. For instance, Big Bazaar has four different private labels strategies – opening price point labels, promotional labels, trade up labels and even deep-discount labels.  This segmentation is created according to customer’s preference.


Similarly, Spinach has tied up with small brands in jam and sauces, and retails these products after re-branding them.  Subhiksha has recently moved to third party brands, which included brands sold exclusively at Subhiksha  and made to quality specifications approved by the retailer. This covers groceries sold under the Subhiksha name as well as other products typically sold by national FMCG companies.


There is hardly any special advertising created for own labels, except for the odd leaflet or two.  Most retailers rely on shelf space and signages, and techniques like sampling and active merchandising at the store, for promoting their brands. Subhiksha and Spinach believe the key is inducing trials, and it is essential that the packaging and look and feel are as good as, if not better than national brands, so that customers don’t have a reason to view the products with suspicion.

The real challenge, however, will be for retailers to take own labels, outside their stores and make them national brands.

13. 
Case Questions:

(i)
What are Private Labels?








(ii)
What is the role of Private Labels in overall growth strategy of retailers?     


(iii)
What are the major threats of using private labels?                                        (5+5+5)
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