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Abstract

The immense changes to have taken place in UK food retailing during the second half of the 20th
century are detailed, explained and analysed, with constant reference to theories of retail change. The
result is not just a history of UK food retail change post-1950, but a comprehensive cvaluation and

extension of retail change theory, with new driving forces and ideas elaborated, and a forccast of

likely key developments to 2010.

The thesis is based largely on the testimonies of key industry actors of the period, including past and
prescnt executives of leading food rctail organisations, and followed an un-structured interview
approach, allowing stories to be told without unnecessary constrainl. The development of the
industry is detailed and explained, drawing heavily on these testimonies, and this change is explained

with reference to major factors with a direct bearing on the industry, such as government policy and

socio-economic change.

Because of the emphasis on witness accounts, the theories of retail change are analysed with a heavy
focus on the people driving change, a refreshing change in a field where the historical nature of the
subject tends to drive research towards secondary sources of data. The thesis contributes a better

understanding of the forces driving the theories of retail change, and proposes an extension to the

domain of application.

The relevant elements of the theorics of retail change arc implemented to forecast likely
developments in the UK food retail industry to 2010, which is complemented by an ‘expert’ Delphi

forecast and a projection of current socio-economic trends.



Retail Change: a consideration of the UK food retail industry, 1950-2010.
© Roger Clough, 2001.

Acknowledgements, p-1
Chapter One. Introduction, Aims and Objectives p.2
1.1 Introduction to change and general background. p.2
1.2 Introduction to thesis. p.5
1.3 Identification of the main issues. p.8
1.4 Aims and objectives. p.9
Chapter Two. Literature Review p-11
2.1 An explanation of the main theories of retail change, and review of the
hterature pertaining to them. p.11
2.2 Review of the published literature on UK food retailing, p.67
Chapter Three. Aims and Methodology p.69
31 Methodology (including a discussion of ‘theory’). p.69
Chapter Four. he Structure of the UK Food Retail Sector in the second half of the 20th
Century. p.83
4.1 The rise of the multiple retail organisation. p.84
42 The growth of the ‘big five’ and the changing power relationship. p.90
4.3 The evolution of the retail format. p.93
44 Geographical and product diversification. p.100
4.5 The changing price/service relationship. p. 107
Chapter Five. ajor factors affecting the UK food retail syste (1950, p.113
5.1 Government Policy.
5.1.1  post-war shortages, rationing and the return to the
free market. p.114
5.1.it  resale price maintenance. p.119
5.1.11  planning restrictions. p.123
5.1.iv competition policy. p.129
5.1.v  the deregulation of shopping hours. p-132
5.1.vi. miscellaneous government factors. p.139
52 Sacio-cconomic Change.
5.2  the growth of femalc employment. p.144
5.2.i1  rising (and failing) consumer incomes. p.146
5.2111  changing consumcr tastes. p.153
5.2.iv  the consumer credit boom. p.155

53 Changes in fechnology.

5.31  consumer adaption of technology. p.158
531 retail technology. p.162
5.3 distnibution technology. p.169
5.3.1v  the evolving supply chain p.173

5.4 Retailer Change.
544  trading stamnps. p.176
541 private label. p.180



Chapter Six.

6.1
6.2

6.3
6.4

6.5

Chapter Seven.
7.1

7.2
7.3
7.4
7.5

Chapter FEight.

8.1
82

8.3

Chapter Nine.
9.1
9.2
9.3
9.4

9.5
9.6

Appendix One.
Appendix Two.
Appendix Three,
Appendix Four.

Appendix Five.
Appendix Six.
Appendix Seven.
Appendix Eight.

Appendix Nine.
Appendix Ten,
Bibliography.

54141 customer loyalty schemes.
54.v internationalisation.

Explanation of the changing UK food retail system and the impact of
exogenous and cndogenous faetors on the food retail system.

The domination of UK food retailing by multiple retail organisations.
The concentration of power into the ‘big five’, and the impact

on the relationship between retailers and manufacturers.

The evolution of the retail format from counter-service groeery

store through to the out-of-town superstore.

UK food retailers’ diversification of offering and geographical
diversification.

Forces driving the ehanging price/service relationship in UK

food retailing.

Table summarising areas covercd by interviewees (fig 6.5b)

Evaluation and application of the theories of retail ehange
Application of changes in UK food retailing sincc 1950 to
models and theories of retail change.

Tabular representation of key findings of section 6.1
Application of theories in order to forecast.

Results of the forecast.

Implieations and recommendations for the UK food retail industry.

Foreea likely developments in UK food retailing using the Delphi
technique.

Interpretation of the Delphi results.

Implieations of the Delphi forecast and recommendations for

the UK food retail industry.

Key elemeants of the theory-based and expert-based forceasts.

Conclusion.

Summary of likely developments.

Relationship of findings to the existing body of knowlcdge.
Implications and recommendations for the UK food retail industry.
Critteal evaluation of the validity of the existing body of retail
change theory.

Limitations of study

Seope for future research

Results of the Delphi forecast.

Acqusition in the UK food retail industry.

Market research and site assessment technigues.

Factors affecting the development of UK food superstores
opening between 1986 and 1996.

The Delphi forccasting technique.

Problems defining theory.

The Wheel of Retailing and less developed countries.
Competitive reaction to low-overhead, low-price entrants is to
take on their advantages.

Acceleration of the Retail Life Cvcle.

The likely impact of future socio-economie and technological changes.

p.184
p.193

p.197
p.197

p.207
p.217
p234

p.245
p.257

p.258

p.258
p.286
p-289
p.292
p.295

p.299
p.299

p-305
p.309

p-312
p-312
p.316
p.317

p.321
p.323
p.323

p.i
pax
p-X

p.xiii
p.XIX
pxxu
p.XXVi

p.XXix
p.XXX1
P.XXXiV
p.xliv



Acknowledgements

My sincere thanks arc due to many people, all of whom have contributed to this thesis in their own
way. | could not have written it without their help, and the hclp of many people 1s evident in the text,

while others have played a background role of equal importance.

First, my thanks go to my academic supervisors, Professor David A. Kirby and Professor Peter
Newby, who directed me to my goals, provided insight, comment and help. Jenmfer J.'fanburn
played an equally important role, and was an excellent source of information and contacts, and |
thank her sincerely. John Poppleton also helped with contacts, which | appreciate very much. Van

den Bergh Foods kindly sponsored the project financially, for which 1 am extremely grateful and

thank ful.

Industry insiders were also major contributors to this work, and to them [ am particularly thankful. I
took up their time interviewing, surveying, surveying again, and generally bothering them, and T was
pleasantly surprised by their kind response, given that the majority of them are busy and important

people with demanding schedules. Thank you all very much, particularly those who took part in the

interviews and Delphi forecasting.

1 spent a lot of time in libraries, particularly in the initial stages. In particular 1 must thank the staff of
Middlesex University library, the IGD information unit, Shirley in particular, London School of
Economics library, and the British Library.

Last, but by no means least, my thanks go out to my family, who have bcen very supportive. In
particular, I would like to thank my wife, Lucy, for her support over the last four ycars, and apologise

profusely for all the boredom I have inflicted! You are the final person that 1 could not have done this

without, thank you.



Chapter 1

Introduction, Aims and Objectives

1.1 Introduction to change, retail change and general background

“One aspect that distinguishes the second half of the 20th century from its first half is the
speed of change in the political, economical, social and technological arenas. During the
first half of the century, things had changed and developed fairly slowly and steadily;
yesterday was like tomorrow. In the second half of this century, however, a number of
events have taken place unexpectedly and trends have shifted in dramatic fashion. "
{Ono and Wedemeyer, 1994
[t is widely accepted that the second half of the twentieth century has been a period of relentless and
unprecedented change [Drucker, 1977, 1986; Ono and Wedemeyer, 1994; Peters, 1989]. Not since

the industrial revolution has such dramatic and widespread change taken place [Drucker, 1977,

The rate of change slowed between the world wars of 1914 and 1939, the inter-war years being a
period when existing technologies and industries were built upon rather than disappearing into the
shadow of innovation [Drucker, 1977]. A factor attmbuted to the slowing of the rate of change during
this period was the lack of industrialisation taking place around the world [Drucker, 1977]. 1t is
argued that this drought in the invention of new technologies and industries resulted from the fact
that no new countries became industrialised during the period; the previously industnalised nations
had achieved a convenient ‘status quo’ where any change would rock the boat and was therefore
undesirable. The industrialisation of countries such as Japan after the sccond world war disrupted any

status quo that may have been, and reintroduced change as a way of corporate life.

Western economies and enterprises had become used to stability. In the 1970s, change gathered pace
as the world was hit by the oil crisis, and western economies were forced to face up to growing
compctition from the Japanese and other emerging economies [Kantcr, 1985]. The business
environment of today is far removed from that of the 1960s, yet adaptation to the changes that have
taken place has been slow, hampered by inertia, multiple layers of management, bureaucracy, and
lack of innovative spirit [Kanter, 1985; Loonis, 1993]. Businesses that are coming to terms with
rapid change, however, remain in danger from successive waves of change that sweep the world. It is

not enough to keep the corporatc ship afloat, corporations and cxecutives nced to constantly re-invent



themselves so as to keep ahead and benefit from the unprecedented opportunities presented by the

new global society of change [Johnson, 1995].

Change has had important implications for businesses since its pace quickened in the 1950s and
1960s. The work force, patterns of world trade, technology and political sensibilities have been
identitied as the major catalysts in the process of change [Kanter, 1985; Ono and Wedemeyer, 1994].
Movement in any of these fields can stimulate change. Organisations that copc successfully with
change, are prepared, flexible and fast-acting, and arc expected to prosper enormously [Kanter, 1985]

from future change, which will create unprecedented opportunity [Johnson, 1995].

Those orgamisations that expect the rate of change to slow and everything to ‘return to normal’ will

suffer. Change is here to stay, or rather, nothing is here to stay except constant change.

“no-one is holding out any hope that the world is going to stop reshaping itself. Everyone
has to understand that a fundamental metamorphosis is going on”

[Johnson, 1995]
The ahlity to adapt to change is therefore a critical factor in an organisation’s fight for survival.
Change will continue to shape the world, so the correct attitude towards it is imperative. The past
holds valuable lessons for the future [Johnson, 1995] - in the case of change, the lesson to be learnt is
that some of the world’s largest companies, such as 1BM, General Motors and Sears Roebuck, have
been hit so hard by their failure to adapt to change that they fell down to being comparatively minor

players in the global marketplace [Loonis 1993].

Retail Change

The fall from glory of US retailer Sears Roebuck serves as a pointed reminder to UK retailers that
they must always face up to new threats before it 1s too late; stay one step ahead of the competition.
There is no place for complacency in the changing world [Johnson, 1995, Kanter, 1985; Loonis,

1993].

“One reason Sears fell so fur off the puce is that they wouldn't admit for the longest time
that Wal-Mart and Kmart were their real competition. They ignored both of us, and we both
hlew right by them. "™

[Walton and Huey, 1992)]



The UK food retail industry is no exception to the change that has swept the corporate world. A

comparison of grocery shopping today with that of 1950 illustrates the extent of change that the

industry has been through.

In 1950, the food retail industry was dominated by the independent grocer; the customer, normally
known to the grocer by name, would present a shoppimg list at the grocer’s counter. The grocer

would cut, weigh and prepare the customer’s merchandise, often delivering the goods to their home.

Contemporary food retailing i1s dominated by the supermarket and superstore, operated by a handful
of companies. The early supermarket of the 1950s and early 1960s was defined as having a sales area
of at lcast 2000 square feet', althongh this was soon made to look like a relatively small store [sce
Boswell, 1969], and a superstore of between 25000 and 50000 square feet . The average sales arca
of outlets operated by Asda, Sainsbury and Tesco are 40443, 26304 and 24356 square feet

respectively °, demonstrating that size is important in food retailing.

In 1994, the leading five multiple food retailers accounted for 42.4% of the UK grocery market share,
rising to 49.9% in 1999 ? The grocery market share of independent grocery retailers declined from
17.1% in 1986 to only 8.4% in 1996 ° and in the period from 1980 to 1992, the number of
independent grocery outlets fell from 48000 to 20500 5

The small grocery retailer, thus, is in decline. Fewer and fewer operations are chasing a declining
market share. The powerful food retail multiples are gaining more and more power, a trend that
started soon after World War II. Currently, supermarkets and superstores are commonplace, and the

shopping experience differs considerably from that of 1950 described above.

In the modern shopping expericnee, the customer need not come into contact with a member of staff
until they arrive at the checkout. Customers are free to sclect their own goods, encouraging ‘impulse

buys’. Giant banks of refrigerators and freezers line many of the aisles. The smell of freshly baked

' Self-service and Supermarket Annual Survey and Directory, 1967, referred to in the Censns of Distribution, 1966,
p.2/109.

*source: A 10 Z of Retailing, 1989, London, Euromonitor.
¥ source: IGD.

source: Nielsen Market Research
source: Retailing in Europe - United Kingdom, 1995, London, Corporate Intelligence Unit.

&
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bread “escapes’ from the bakery department. At the checkout, purchases are scanned by infra-red
devices, eliminating the need for the assistant to punch price after price into the till. Lovalty cards
can be swiped, downloading the customer’s profile for use by the store, generating discounts and frce

gifts for use by the customer.

In summary, the small indcpendent counter-service grocery trade has been largely wiped out. In its
place are fewer, larger, statc-of-the-art stores, controlled by a small number of players. Whereas in
1950 it was customary to see groccry shops on almost every street, the food retail landscape of the

new miltlennium is dominated by giant warehouses containing around 25000 lines.

The manifest changes that have occurred in retailing have been likened to the industrial revolution
[Dawson and Kirby, 1980]. Unlike the industrial revolution, the retail revolution that has taken place
has received little attention. The last major chronicle of change ends in 1950 [Jefferys, 1954], just as

the present period of constant change began to gather momentum [Ono and Wedemeyer, 1994].

1.2 Introduction to thesis

The main purpose of this thesis is to evaluate and develop theories of retail change through an
investigation of UK food retail change post-1950. Secondary aims are to detail and explain the
changes that have taken place in UK food retailing since 1950, and to forecast the main likely
developments to 2010. To achieve these objectives the thesis can be considered to have 5 parts,
which are detailed below. The key methodological procedures employed are considered fully in 3.1

(p.69-82), but in brief are unstructured interviews, the analysis of these using a technique based on

grounded theory, and Delphi forecasting.

The unstructured interviews were with the major drivers of UK food retail change of the period, and
were focused on senior retail executives active during the second half of the 20th century. Their
views were nsed to furmsh the explanations in chapters 5 and 6 (see below). In chapter 6, their
explanations arc analysed using a technigne based on grounded theory (see 3.1.ii) to assess the
relevance of existing retail change theory, to generate new explanations for existing theory, and to

suggest new theory, grounded specifically in UK food retail change 1950-2000.

N



The Delphi forecast, the results of which appear in appendix 1, uses a panel of ‘experts’ to make a
forecast in a given area, and the panel of experts are asked to respond to successive rounds of
questionnaires, normally by post (appendix 5). It aims to get a consensus of opinion over the course
of the exercise, or movement towards this. The panel approached were senior food retail executives,
analysts, academics and retall consultants, and all were active in the industry at the time of the
forecast. By approaching those in positions to drive change, a reasonably accurate result was

anticipated, and the customary four rounds were condensed into two to reflect the time demands of

those participating.

[ntroductory section:
Chapter 1 infroduces the subject of change, outlines the significance of change in UK food retailing,
explains the structure of the thesis, identifies the main issues in UK food retailing, and sets out the

aims and objectives of the study.

Chapter 2 explains the main theories of retail change, and critically reviews the published literature
on these and on UK food retail development post-1950, while chapter 3 outlines the methods chosen

to pursue the objectives of the thesis.

Findings (past events)

Chapter 4 identifies the five key changes to UK food retailing post-1950, identified mainly from
secondary sources. The aim of this chapter is to chart the changes, rather than to explain why they
accurred. The five key trends considered are the changing market shares of multiple, independent and
co-operative grocery retailers, the concentration of power in the industry, evolution of the retail
format, retailers’ geographical and product diversification, and the changing emphasis on price and
service. Chapter 5 introduces the major factors shaping the industry over the second half of the 20th
century, and is arranged by government policy, socio-economic change, technological change, and
retailer change. Chapter 6 identifies the endogenous and exogenous forces driving the five key
changes identified in chapter 4, explains why the changes occurred, and areas of relevance to theory
are identified, grounded in the findings. Findings are derived from both primary and secondary
sources, with the key emphasis being on the use of primary ‘interview’ data. Primary sources are the

results of qualitative in-depth interviews with the major players of the period, or those who could tell



about them (3.1.11). Secondary sources include published literature, journals, newspapers and

professional reports (3.1.1).

Relevance of the bodyv of theory

Chapter 7 uses the findings from chaptcr 4, 5 and 6 to critically evaluate the apphcability of the
theories of retail change explained (2.1) to UK food retailing post-1950, following a technique based
on the ideas of the ‘grounded theory’ process (3.1.11, p.74-75). The theories most suited to the
explanation of UK food retait change post-1950 are used to make a forecast of likely developments
in UK food retailing to 2010 (section 7.3). This provides an alternative to the Delphi forecast results,
prescnted in appendix 1 and summarnsed in section 8.1. By using theory in addition to a forecasting

technique, a control is introduced, and the risk of serious error is, theoretically at least, lowered.

Forecasts

The likely impact of future socio-economic changes are analysed in appendix 10, as these must be
considered for the application of theory to be successful. The results of the application of the theory
are presented in section 7.4, and section 7.5 assesses the implications of the application of theory,

and provides recommendations based on thc results.

Chapter 8 introduces the results of the Delphi forecast, as explained in chapter 3 and appendix 5. This
forecasting technique is used to obtain a forecast from a group of industry experts, the results of
which are summariscd in appendix 1 and section 8.1. Section 8.2 deals with implications and
recommendations derived from the Delphi forecast, and section 8.3 summarises the key elements of

both the theory-based and expert-based forccasts.

Conclusion
The conclusion, chapter 9, brings together chapters 7 and 8, hoth of which have produced forecasts of

likely developments in UK food retailing to 2010. Once again, the implications are assessed, and

action is suggested.

Findings are related to the existing body of knowledge in section 9.2, enabling the identification of

the areas in which this work is uniquc, and a critical evaluation of the validity of the existing body of



theory appears in section 9.4. Section 9.5 evaluates the study, outlines weaknesses and limitations,

and section 9.0 suggests areas suitable for further research,

This study includes a major forecast of developments likely to affect UK food retailing to 2010. As
highlighted in section 1.1, an appropriate corporate reaction to change is of paramount tmportance to
the success of all organisations, and ultimately has a significant cffect on profits, or even survival.
All orgamisations affected by the UK food retail industry may benefit from the forecasts, implications
and recommendations generated by this work., This includes obvious players such as the food
retailers themselves, in addition, however, organisations and individuals suffering ‘knock-on’ effects
should also pay attention to the results. These may include manufacturers, supplicrs and importers, as
well as building developers, financial institutions and distributors. Government and local government
play a key role in many developments, they too can benefit from a close look at this study. Trade
unions, food retailers of other European countries and those from further afield, and the developers of

new technology also stand to gain from this study.

In summary, a large section of the economy is affected by UK food retailing. Any changes in the
industry can be felt by many seemingly remote institutions. 1t is thercforc important for anyone
potentially affected by changes in UK food retailing to act on the results, implications and
rccommendations of this study. Failure to adapt to change can be catastrophic, as highlighted in

section 1.1.

1.3 Identification of the main_issues

The last major chronicle of British food rctail development [Jeffreys, 1954] covered the pertod from
1850 to 1950. UK food retai! development since 1950 has changed the UK retai] landscape almost

beyond recognition, yet there is no major chronicle of this development, and a key aim of this thesis

is to fill this gap.

The theories of retail change, particularly the Wheel of Retailing, have been reasonably widely
cvaluated (2.1, p.11-60), but only on rare occasions are these evaluations related to the UK or the
food retail sector, with the main exception to this being the polarisation principle (2.1.3, p.39-42).

The Wheel of Retailing has received the lion’s share of academic attention, while other theories of



retail change have been somewhat neglected in companson, despite their apparent relevance in many
areas. This study aims to redress this balance by concentrated on several theories of retail change,
including the Wheel of Retailing, and evaluating them specifically, using a technique derived from

grounded theory (3.1.11, p.74-735), for relevance to UK food retail development post-1950.

Retail change theory, having been evaluated for relevance to UK food retail change post-1950,
provides the basis of a forecast of likely developments to 2010 (chapter 7). In this way, past change
is providing insight into possible future developments in the industry, and such explanation is a
valuable characteristic and purpose of theory. Appendix 6 attempts to define theory, which shows
that it can be interpreted cither loosely, as Einstcin did when he labelled theories ‘free creations of
the mind’ [Harvey, 1969; p.87], or in a stricter sense, as ‘the general laws, principles, or causes of
something known or observed’ [Oxford Dictionary Online]. It concludes that argument over whether
the ‘theories of retail change’ technically qualify to be termed theories is pointless, and that they do
fit some definitions of the tenm, and will therefore continue to be referred to as theories, as the

academic press has done for several decades.

There have been three major studies of UK food retailing using Delphi forecasting (3.1.111). These are

by Walters {1976], the Distributive Industry Training Board [1980], and Treadgold and Reynolds
[1989], who between them identified trends including the increasing penetration of private label,
diversification of offering, increasing store sizes, adoption of bar codes and scanning, increasing
pressure on manufacturers, the disappearance of first generation supermarkets and the likelihood of
saturation in the UK food retail market (3.1.ii, p.81-82). This projcct also uses the Delphi forecasting
technique, with the number of rounds was reduced to two in order to increase likely participation

levels (3.L.ii, p.78).

1.4 Aims and Objectives

The aims and objectives of the thesis are to:

¢ ¢valuate the relevance of existing theorics of retail change to UK food retail change post-1950.

¢ chronicle the development of UK food retailing during the second half of the 20th century.

¢ cxplain the forces driving this development, based on the testimonies of key actors driving these

changes, and thosc who can tell about them, obtained via a series of unstructured interviews.



generate new theory grounded specifically in UK food retail change post-1950, and produce new
explanations for existing theories.

forecast likely developments to 2010, based on the most relevant theoretical explanations
grounded in UK food retail change post-1950.

derive a second forecast of likely developments to 2010, based on the opinion of ‘experts’ in the
field, using the Delphi technique.

create a third forecast of likely developments based on the extension of socio-economic and
technological trends, and to combine all threc forecasts to create an overall summary of likely

developments to 2010, with implications and recommendations for the UK food retail industry.
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Chapter 2
Literature Review

Chapter 2 introduces the theories of retail change and the literature pertaining to them (2.1), and

critically reviews the body of existing literature on UK food retailing (2.2).

2.1 An Explanation of the Main Theories of Retail Change, and Review of the Literature
pertaining to them,

This section explains each of the main theories of retail change, outlines their strengths and
weakunesses, and identifies the key hypotheses from1 which the theories have been developed. The
identification of the key hypotheses serves as a tool to help identify the changes in UK food retailing

to which theories of retail change may be suitably applied.

Retail change theories can be identified according to their approach - this may be broadly cyclical,
environmental or conflict-based. Cyclical theonies, whereby change takes place in an oscillatory

fashion characterised by the recurrence of earlier pattemns, include the Wheel of Retailing, the Retail

Accordion, the Polarisation Principle, the Multi-Polarisation Model and the Retail Life Cycle (2.1.1-
2.1.5). Environmental theories, namely the Darwinian approach (2.1.6), see change as a function of
developments in an institution’s operational milieu. Conflict-based theories, such as Dialectic retail
evolution (2.1.7), focus attention on the inter-institutional strife occurring when a novel retail
institution appears [Brown, 1987a; Brown, 1 988a]. In reality, however, the theories possess elements

of each approach [Brown, 1987b], but a broad categonsation 1s useful nonetheless.

Cyclical Approach

2.1.1 The Wheel of Retailing

Seventy years ago, McNair [1931] suggested that retail formats tend to begin life as low-overhead,

low-status, low-price operators, before trading-up the quality of merchandise and increasing the
level of services, leaving them vulnerable to the next generation of low-cost entrants, basing his
findings on US department stores of the period. He later extended these principles [McNair, 1958],
contending that US department stores, originally having appeared as low-cost competitors to smaller
retailers, had ‘traded-up’ and hecome vulnerable to new, low-overhead, low-status, low-price

compctitors such as discount houses and supermarkets. From this point, the ‘Wheel of Retailing’, as

1



the hypothesis became known, began to gather momentum, attracting significant protracted

academic attention, far in excess of that given to alternative theories of retail change:

Figure 2.1.1. The Wheel of Retailing:

Entry phase

Vulnerability phase Mature Innovative

retailer retailer

iop heavinecss low stans
conservatism low price
declining ROI minimal service

poor facilities
limited product
offerings

Traditional
retailer
claborate facilitics
expected, essential, and exotic services
higher-rent locations
fashion orientations
higher prices

extended product offerings

1Trading—up phase {Source: Lewison, 1997, p.640]

An Inevitable result of academic attention is refutal and criticism, and the Wheel’s universality
began to be questioned, as did its accuracy in describing overall US retail development. 1t is often
criticised for failing to address the competitive response of established operators, concentrating
instead on the imnovator [lzraeli, 1973; Swan, 1974; Goldman, 1975; Kaynak, 1979], inferring lack
of competitive reaction to low-cost entrants, which is clearly not automatically the case. US
supermarkets, for example, reacted ficrcely to the threat of discount department stores [Brand, 1963],
and to the entrance of European discount supermarkets in the mid-1970s [Patton and DeLozier,
1983], while UK and Scandinavian voluntary groups represent the response of the grocery trade to
the rise of supermarkets and multiplc organisations [Kaynak, 1979], althongh this sort of organised

response is seen as the exception to the rule [ibid.].
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More positively, much academic research supports the Wheel theory, particularly US retail change,
although this does not necessarily imply greater adherence, rather that the bulk of research has been
executed in the USA. The evolution of the following US retail institutions has been found to support
the Wheel of Retailing: Department stores [Hollander, 1960, 1980; Regan, 1964, Duncan, 1965;
Gist, 1968, 1971, Bucklin, 1972, 1983; Goldman, 1975, 1978; James et al., 1981; Kaynak, 1988],
mail-order firms [Hollander, 1960; Regan, 1964; Duncan, 1965; Gist, 1971; Kaynak, 1979], vanety

stores (five and ten (cents) stores) [Hollander, 1960; Gist, 1968; Bucklin, 1972], variety chains [Gist,
1971; Kaynak, 1979], jewellers [Hollander, 1960; Gist, 1971], clothing chains [Hollander, 1980]

appliance dealers [Hollander, 1960], discount houses [Hollander, 1960; Regan, 1964; Duncan, 1965;
Bucklin, 1972; James et al, 1981; Cundiff, 1988], discount stores [Gist, 1971, Goldman, 1978,
Kaynak, 1979; Korgaonkar, 1981], closed-membership discounters [Buncklin, 1972], warchouse
membership clubs [Sampson and Tigert, 1994], discount operations [Gist, 1968], discount
department stores [Brand, 1963; Hollander, 1980], outlet/off-price retailing [Lord, 1984, Kaikati,
1985], petrol retailing [Hollander, 1960], self-service petrol retailing [Dickinson, 1983], chains in
general [Bucklin, 1972; Goldman, 1978; Cundiff, 1988], grocery chains [Kaynak, 1979], self-service

grocery retailing (Goldman, 1974], supermarkets [Brand, 1963; Doody, 1963; Regan, 1964; Duncan,
1965; Gist, 1971, Buckhn, 1972; James et al., 1981; Kaynak, 1979}, convenience stores [Dickinson,
1983; Kotler, 1988], drugstores [Hollander, 1960], discount catalogue showrooms [Sewall and
Goldstein, 1979; Korgaonkar, 1981; Dickinson, 1983], greeting card shops [Dickinson, 1983], home
improvement centres [Dickinson, 1983] leisure outlets [McNair and May, 1978; MeGoldrick, 1990],

fast food outlets [Dickinson, 1983), McDonald’s fast food restanrants [Teeple, 1979], motels
[Dickinson, 1983] and New York street vendors [Greenberg et al., 1980].

Soft goods of comparable quality are cheaper in US discount stores than department stores [Dardis
and Skow, 1969], supporting the Wheel of retailing hypothesis, althongh US catalogue showroom
price discounts may not be as large as some operators claim [Sewall and Goldstein, 1979]). US
department stores, limited price variety stores, supermarkets and hard discounters’ gross margins
increased due to trading-up [Dreesmann, 1968], and overall US retail margins increased from 20% to
30% between 1840 and 1930 [ibid.], suggesting that this may have been an industry wide

phenomenon.



The 1955 ending of US giant Safeway’s aggressive price-cutting era, and the company’s subsequent
quest for higher margins facilitated the growth of low-price-onented operators, providing an

umbrella to nurture their growth {Dickinson, 1981, 1988].

Support of the Wheel outside the USA is more limited. Bntish department stores upgraded
considerably (Jefferys, 1954], particularly their food offerings [Hollander, 1960], allowing the
entrance of chain stores, cut-price cash and carry, and then supermarkets [ibid.]. In the second half of
the 19" century, English grocery retailers’ slow turnover and extended credit faeilities necessitated
high margins and prices, in responsc to which many English co-operative societies emerged with
fewer services, better quality goods, and lower prices (via the repayment of profits in dividends)
[Pennance and Yamey, 1955]. By the latc 19" century, co-operative price leadership faltered due to
an influx of co-operative competition driving up their retailing costs [ibid.], and grocery multiples
began to undercut co-operatives, able to offer lower prices by cutting costs through initiatives such
as bulk-buying, stocking limited lines, and accepting cash-only payments [ibid.]. Trading-up of
multiple grocers, who began to offer more services, facilitated the entry of cut-price grocery shops in

the 1930s, which lowered costs by limiting hoth service and merchandise range {ibid.]

Also in the UK, mail-order firms initially appealed to low-income consumers who were attracted by
credit facilities, before moving on to appeal to the suburban population [Dawson, 1979]. UK retail
warehouses, particularly in DIY, entered as low-status operators before becoming more
sophisticated, improving the store image by moving to purpose-built warchouses and improving

service levels, which drove up operating costs, as did intense competition for sites which inflated

land values {Gibbs, 1987; Brown, 1990b].

Pcruvian supermarkets entered the market frading ai a 10-15% discount to traditional retailers
[Lockley et al., 1966], trading-up has occurred in Danish retailing in general [Agergard et. al., 1970],
and Spamish department stores’ concentration on the higher segments of the market, driven by
intratype competition, created a gap at the lower end, which was filled by variety stores {Cruz and
Mugica, 1988]. The first French and Belgian department stores, opened in 1852 and 1897
respectively, promised lower prices through innovative operating techniques, which were so
fundamental to early department store retailing that the first Brussels department store took the name

Innovation [Michel and Vander Eycken, 1974].
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Extensive growth of Belgian multiple organisations, supermarkets and hypermarkets between 1968
and 1972 was accompanicd by falling retail margins and costs, suggesiing that emerging retail
techniques enjoyed lower costs and margins than their predecessors [ibid.]. Belgian hypermarkets
began ‘le trading-up’ by the early-1970s [ibid.], Belgian department stores and variety stores
evolved followed the Wheel pattern [Knee and Walters, 1985], and German book publishers failed to
respond to late 19™ century demand for low-price, popularised, ‘pulp fiction’, leaving aggressive

entrepreneurs to do so, using new technology in the process [Fullerton, 1987].

Finally, Canadian chain stores, department stores, supermarkets and catalogue stores all entered the

market on a lower-cost, lower-pricc basis, compared to the established retail hierarchy [Shaffer,

1973).

The many cases of retail evolution supporting the Wheel are countered by cases of non-conformity.
Hollander [1960] was the first to outline these for the USA, suggesting that vending machines,
department-storc branches, and planned shopping centres all entered the market as high-cost, high-
margin operations, in dircct contradiction to the Wheel principles. Bucklin [1972] found that
confectionery and cigarettes sold through vending machines had higher margins than those sold by
competing tetail types, primarily because vending operations must cover their higher costs, which

arise from higher staff costs as a perccntage of sales, the costs of buying and maintaining the

machines, and high site rentals costs.

Convenience stores and boutiques were added to the list of high-service, high-price positioned
entrants [lzraeli, 1973; Kaynak, 1979], although if convenience stores are viewed as a reintroduciion
of the ‘country’ general store of the 19" century, they have indeed traded up from low-status
foundations [May, 1989]. The US superette, supcrstore, boutique, and ‘novelty’ and ‘speciality’ mail

order companies failed to conform to the Wheel hypothesis [Goldman, 1978].

There are further examples of non-conformity outside of the USA. European supermarkets failed to
conform to the Wheel hypothesis, according to Goldman [1974, 1978], although seems to be an
overly-universal claim. More specifically, movement of the gross margins of French supermarkets

and hypermarkets hetween 1972 and 1982 failed to support the Wheel hypothesis [Filser, 1984].
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Japanese department stores’ price competition of the early 20" century was in direct contradiction of
the wheel hypothesis [Hollander, 1960], as was the necesstty to introduce resale price maintenance to

the UK in order to prevent price cutting by established merchants in the late 19" century [ibid.].

By far the bulk of non-conforming cases, however, centre on the Wheel of Retailing’s failure to
explain retail evolution in countries with low-level economies. This was first suggested by Hollander
[1960], although he acknowledges a degree of ignorance of non-US retail history. Persia, Venezuela,
Brazil, Puerto Rico [Hollander, 1960], ‘some parts of Latin America’, Asia (ex. Japan) [Bucklin,
1977], Turkey [Kaynak, 1979], Israel [Goldman, 1982], Saud: Arabia [Alawi, 1986; Yavas and
Tuncalp, 1984], Guatemala [Ortiz-Buonofina, 1987], Hong Kong [Ho and Lau, 1988], China [Mun,
1988] and Malaysia [Zain and Rejab, 1989] are developing countries where retail institutions have
entered the market at a level catering to small middle and upper income groups, rather than to low

income groups, directly contradicting the Wheel of Retailing hypothests.

Supermarkets in Saudi Arabia, Hong Kong and Singapore, and Singaporean department stores
initially aimed at high-income minerity segments, before extending their reach to lower-income

consumers over time [Alawi, 1986; Yavas and Tuncalp, 1984; Ho and Lau, 1988; Laun and Lee,
1988; Tan and Teoh, 1988]

Peruvian supermarkets, howevcr, entered the market on price appeal, undercutting the cstablished
retail hierarchy [Lockley et al., 1966], and there 1s limited evidence of supermarket entrants
undercutting established food retailers in Brazil [Bucklin, 1977]. Venezuelan supermarkets initially
undercut the established retail hierarchy of small stores by 8 to 10% [Kacker, 1988b], although there
was a relatively fierce competitive reaction as small stores converted to self-service, and introduced

pre-packaging, better displays, modem store fronts, and offered credit, in an attempt to neutralise the

threat [Kacker, 1988b].

Despitc a handful of cases where it is applicable, the Wheel of Retailing undoubtedly has a tendency
to deflate when applied to less developed countries, a tendency so pronounced that Kaynak [1988]
goes as far as saying that all supermarkets in developing countries are located in high-income areas
which are populated by westernised consumers who have some familiarity with this type of store,

perhaps an exaggeration but true in large measure at least..
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Explanations of the Wheel of Retailing’s inability to describe retail evolution in LDC’s are based on
cither consumer characteristics and the economic level of the LDC (demand side), or the cost

structure of the retail innovation differing between LDC’s and developed economies (supply side),

forces which are explained fully in appendix 7.

Causes of trading-up

Cascs of application and non-application have their placc, and are useful in assessing the validity of

theories, but, arguably, fostering understanding of the causes driving change is of more validity. The

causes of trading up are widely documented, a process which started with six ‘fentative explanations

of the Wheel’, based on existing literature {Hollander, 1960]:

e Retail personalities relax their vigilance over costs as they acquire age and wealth, and
managerial deterioration causes movement along the wheel.

» Retail trade journals, implausibly, coax merchants into adding overly elaborate facilities using
glossy advertising. However, there is no subsequent research supporting this.

e Fear of direct price competition drives retailers to favour service competition instead.

e Excess retail capacity drives trading-up.

e Adjustment of the retail offering to a changing and generally wealthier market.

» Scrambled merchandising means that overall margins increase, although the margins of original

lines remains unchanged.

Five of Hollander’s [1960] tentative explanations are supported by subseguent research, considered

below, in tum, before alternative causes of trading-up are investigated.

Ageing of management

Reduced vigilance over costs as a cause of trading up is supported by Doody [1963}, who contends
that management do fail to control costs as they age and the company develops inertia, which Gist
[1968] expanded, suggesting the existence of a managerial tendency to appoint inferior successors, in
order to make the outgoing management appear more prolific. Management often become risk averse
as they become accustomed to the ‘comfort of success’, management conservatism seis in and

expenses gradually rise, according to Gist [1971].
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Gable & Topol’s [1988] investigation into machiavelliamsm (the degree o which a person is
manipulative and unethical} among US department store executives suppeorts the ageing of
management hypothesis, finding that elder, senior executives adopt a less aggressive approach than
when they were younger, suggesting that costs and margins may be allowed to creep up. Similarly,
Lerd et al. [1988] found that Kwik Save founder Albert Gubay’s ‘comipetitive edge’ eroded over

time, and was a factor contributing to his failed US ventures.

Fear of direct price ¢ampetition

Fear of direct price competition, or rather that it can be ruinous because it is so easily replicated,
leads to non-price competition being favoured, as it is less easily neutralised [Gist, 1968; Entenberg,
1964], in particular when margins have become uncomfortably lew [Hall et al., 1961]. Non-price
competition, however, must be demanded by consumers to be successful [Bucklin, 1972] - trading
stamps, for example, were quickly dropped when incremental sales gains began to fall away
[Bucklin, 1972]. Neon-price competition is frequenily effective, however, for example French
supermarkets faced with the opening of a nearby hypermarket were found to be most likely to
survive if they improved customer services, extended opening hours, adjusted the product mix, and
generally focused on non-price competition [Dawson, 1979], strategies that are commen threughout

Europe and the USA in similar situations [ibid.].

Fear of direct price competition is consistent with behaviour under oligopelistic competition
conditions, as there comes a point on the demand curve where an increase in price would lead to a
rapid loss of customers to other businesses, and a reduction in price would quickly be replicated by
competitors, with the originator attaining only a small sales increase [Bucklin, 1972]. Under such
conditiens, non-price compctition is induced, and a spiral of additional services and facilities begins,

with the only brake on this being ‘intertype’ competition [ibid.], supporting the Wheel of Retailing
hypothesis.

Competition increases, as do costs as ‘pulling power’ declines

Deody’s [1963] study of Macy’s department store, New York, between 1888 and 1919, found that it
had initially been able to pull in customers from long distances duc te its uniqueness, butl as
competitors appeared around 1900, copying Macy’s advantages, its original appeal was neutraliscd

somewhat as it lost its ‘pulling power’, and its costs gradually had to risc duc te the slow erosion ef
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its market. The degree to which a successful innovation can be copied is immense, for example,
Piggy Wiggly, the forerunner of the US supermarket established in 1916, attracted imitators

including Jitney Jungle, Handy Andy, Savy-Wavy, Helpy-Selfy and Hoggly Woggly [Hollander and
Omura, 1989].

Similarly, Bucklin [1972] contends that early innovators have near-exclusivity in any given
marketplace, and can therefore draw in customers from a widcr area. As more competitors move in,
the geographic ‘pulling power’ of the innovator diminishes, and the initial low margins must rise to
compensate. In effect, the geographical spread of an innovation appears to diminish the initial cost
advantages [ibid.]. Productivity per square foot and per employee hour are high in the early stages of
an innovation, but inevitably fall as imitators are attracted and the market becomes diluted
[Hollander, 1980], when additional amenities must be offered to attract consumers [ibid.], kick-

starting the trading-up process.

Dickinson [1983, 1988] also suggests that initially, low-price innovations generate free word of
mouth advertising, but over time this decreases as competition from similar facilities increases, and
the price-advantage is lost as ‘intertype’ competition becomes secondary to ‘intratype’. Competing
with these inevitably pushes up costs and margins, and trading-up tends to occur to compensate
[Dickinson, 1988]. This process is largely inevitable and provides a permanent umbrella for the

nurturing of price-orientated innovations, argues Dickinson [1983].

The first steps in Dutch low-cost, low-price institutions tend to be taken by a few innovative
independent operators, and if successful these attract the attention of large-scale businesses, who
follow, often through takeover [Nooteboom, 1984]. As a concept gains populanty and its success
becomes clearer, remaining independents are almost forced to follow suit, but by then the formula
has become obsolete [ibid.], suggesting that over-capacity drives up the original retailing costs of the
format, making it less effective. Margins of UK DIY retail warehonses increased because of
competition for sites inflating land values, particularly when established retailers entered the field

[Gibbs, 1987]. 1n effect, the ‘loss of pulling power’ effect is compounded by increased overhead

COsis.
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Excess retail capacity as a cause of trading up is supported by English grocery co-operatives’ late
1o" century failure to maintain their price leadership due to extensive expansion of the co-operative
moventent, which ironically brought increased competition and higher retailing costs [Pennance and
Yamey, 1955]. Trading-up occurred in Demnark because low-cost, low-price retail innovations
which have been well received by consumers have quickly attracted the attention of established
retailers, who begin to invest in similar facilities [Agergard et al., 1970]. ln time, investment drives
over-supply, competition intcnsifies as a result, and tends to be demonstrated in non-price

competition - assortments are €xpanded, shop sizes rise, service levels rise, and costs increase [ibid.].

Financial returns on US supermarkets fell from impressive levels in the early-1950s because of
intense intra-type competition, which, by the mid-1950s, forced stores to advertise more extensively,
add services, open for longer hours, and give away trading stamps and game cards, driving up
margins [Allvine, 1968]. By the mid-1960s such strategies had created a gap in the market for low-
cost food, which was filled by discount stores, which eliminated the costs accumulated by

supermarkets, and benefited from efficiencies of operation [ibid.].

By the early-1990s, North American warchouse membership clubs were faced with static like-for-
like sales, ‘overstoring’ (over-supply of stores), and declining return on investment [Sampson and
Tigert, 1994), in response to which they adjusted their inventories to push more profitable lines, and
increased service levels [ibid.], suggesting that scrambled merchandising and increased service

levels, in this case, were deliberate strategies actioned as stores began to lose ‘pulling power’ duc to

excessive expansion of the format.

Secular trends

Business orientates itself to the perceived demand of consumers, according to Regan [1964), who
adds that the emergence of a large middle class should logically lead to a reorientation of the retail
offering and services to suit. Further support is lent by Gist [1968, 1971], and the secular trends

effect has been amplified by the boom 1n consumer credit, particularly in the USA [Duncan, 1965).
US department stores’ trading-up process was driven by a combination of retailers jockeying for

position to attract maximum numbers of customers, and incrcasing standards of living over time

[Goldman, 1975], eventually resulting in a reduced differential between operators [ibid.]. Expanding
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on s, Goldman [1978) suggests that an increase in the standard of living is felt most acutely by
low-price, low-status operators, making them most likcly to begin the trading-up process, which
becomes a chain reaction as the next retailer up the price-service scale also trades-up in an attempt to
maintain sales. Similarly, Tinsley et al. [1978] argue that trading-np 1s the result of retailers’
attempts to improve profit margins by deliberately positioning themselves to take maximum

advantage of opportunities avaitable to them.

Modern consumcrs’ dcfinition of value has evolved to encompass not simply the merchandise, but
also the purchase experience itself, the level of service, and the time and effort involved in acquiring

the merchandise [May, 1989], driving trading up of the retail environment and services provided by

retailers.

Finally, secunlar trends arc supported, tongue in cheek at least, by Greenberg et al.’s [1980]
investigation of New York street vendors, which found that in selected neighbourhoods with high-

income shoppers, street vendors had begun to accept returned goods, take pre-Christmas orders and

accept cheques.

Secular trends paradoxically increases demand for discounting

While retailers’ trading-up occurs in response to secular trends [Duncan, 1965], consumers’ strong
desire to improve their standard of living tends to exceed their growth in income, oddly creating a
market in which discount operations thrive [ibid.]. This is a strange phenomenon that has allowed
discounting to develop in wealthy countries, adds Dreesmann [1980], because consumers fulfil older

nceds at discount outlcts, in order to rescrve purchasing power for new, more aspirational needs.

Scrambled merchandising creates the illusion of trading-up

US supermarkets’ costs increased as stores became morc luxurious and competition increased,
driving down profits [Brand, 1963]. In response, supermarkets ‘activated the expansion cycle’, and
began to ‘cream’ the best-selling products of other retail ficlds, such as pharmacies, hardware and
variety stores. Scrambled merchandising was therefore a response to rising costs brought on by

intense competition, as higher margins were required to cover the higher costs.
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Bucklin’s [1983] study of US department store margins from 1962 to 1980 found that scrambled
merchandising was a dchberatc action aiming to produce higher margins to cover rising personnel
costs (sce relative decline in efficiency, aboife). In addition, bargain basements were eliminated from
the storcs during this period, as they were suffering from the impact of discounters, compounding the

scrambled merchandising effect [Bucklin, 1983].

Rclative decline in efficiency

Rising US retai] margins between 1840 and 1950 were duc to productivity gains in retailing lagging
behind other industries, manufacturing in particular [Dreesmann, 1968]. Bucklin [1972] later
supported this, adding that m order for wages to remain competitive, increases had to come from
higher gross margins to make up for rclative poor productivity gains. Michel and Vander Eycken
[1974] also supported the relative decline in retail efficiency hypothesis, based on an analysis of

Belgian retail margins, although they found that accelerating retail institutional evolution in the late-

1960s had begun to close the gap.

Bucklin’s [1983] study of US department store evolution from 1962 to 1980 showed that rising
labour costs, due to wage inflation, were not offset entirely by productivity gains. As wage inflation
was exceeding price inflation, higher margins were required to fund the payroll, an effect that was
compounded by the rising costs of fringe benefits provided for staff, such as pensions and medical
services [ihid.], and department stores deliberately adjusted the merchandise mix to higher margin

products in an attempt to cover such rising costs (see scrambled merchandising, above).

Undercapitalisation hypothesis

The spartan nature of embryonic retail institutions is due to a lack of funds, contended Berens
[1980], advancing what became known as the ‘undercapitalisation hypothesis’. Capital markets,
bankers and other invcstors are generally wary of the institutional innovator, leaving them short of
investment capital and forcing them to sell at low-prices from tow-status establishments. By
undercutting competitors, goods can be sold before suppliers are paid, generating positive cashflow
which funds positioning of the business where it would have been initially if access to capital had
not been an tssue. In effect, Berens [1980] argucs that, in certain circumstances, low prices can be

merely an inlerim sirategy designed to gencrate expansion capital.
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Other causcs of trading up
Dreesmann [1968], contends that trading-up is caused by numerous other factors, including the
unprofitable nature of ‘trading-down’, which can quickly be copied by competitors, and low salcs

and

profits growth potential from lowering prices.

Trading up not resulting from service additions

Goldman [1975, 1978] argues that service reduction 1s only one of many methods used to reduce
innovators’ overheads (see criticisms, below), which is supported by Cundiff’s [1988] findings that
chain stores lowered costs by standardising operating methods, devcloping large-scale buying, and
achieving high turnover, as well as service reduction. However, it is arguable that the method of cost
reduction is not important to the Wheel of Retailing, rather, the fact that innovating institutions tend
to cut costs and use this advantage to offer lower prices is of primary importance, and studies that

take into account only service reduction are unnecessarily blinkered to other developments

Qverview of causes of trading-up

Trading-up 1s caused by an amalgam of environmental trends and institutional antagonism, argues
Brown [1988a]. Technological, economic, legislative and demographic trends, among others, create
commercial opportunities which are recognised by perceptive individuals, but any innovation or
competitive move is quickly adopted, adapted or avoided by other firms, and the balance of power is
re-established until the next upset. This section has demonstrated that the causes of trading-up are
indeed complex, and no one single explanation 1s sufficient to explain trading-up in all
circumstances. Explanations advanced include lack of attention to costs, fear of direct price
competition, excess retail capacity, adjustment of the retail experience and merchandise mix to
secular trends, scrambled merchandising into higher-margin lings, declining retail efficiency relative

to other fields, undercapitalisation at inception, and little potential profit from trading down

Forces preventing trading-up
US discount department stores, national chain department storcs and traditional department stores
compete over only a limited selection of their total merchandise offering, and each has areas of

‘natural dominance”® [Hirschman, 1978]. This makes trading-up difficult because needs in product
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areas are often met better by other institutions [ibid. ], although Cort et al. [1980] dispute this, finding

that there is significant cross-over of shopping between the three store types.

Methods used by innovators 1o lower-costs

Off-price retailers in the USA achieved their lower costs, relative to the established retail hierarchy,
through a combination of methods, including having double the sales per square foot of conventional
retailers, suggesting a certain degree of ‘pulling power’, almost treble their rate of inventory turn,
cheap buying (without insisting on perks such as promotional allowances, markdown money and
extended credit), buying excess, bankrupt and end-of-season stock, returns, and over-runs, basic
facilities, little or no service and advertising, and using cheap sites [Kaikati, 1985]. Similarly, from-
lhome shopping has a cost advantage over store-based retailing, as ‘looking’ is a service that the latter
must provide, while from-home shopping cuts this out and even drives consumers to separate
looking and purchasing processes [May and Greyser, 1989]. Most innovations takc advantage of new
technology, argues Gist [1971], and take advantage of economies of scale in areas such as

organisational scale or outlet size, or new techniques such as self-service.

Compctitive reaction to low-overhead, low-price entrants is to take on their advantages:

The entrance of innovative, low-price retailers frequently drives established retailers to adopt
sclected characteristics of the new institution, while new institutions tend to trade up, adopting the
characteristics of established institutions, a tendency that is addressed fully in appendix 8. In
summary, the threatened and attacking institutions tend to become more similar through either
gradual assimilation of practices, a more radical shift in rctail strategy, or through established

operators’ acquisition of fledgling operators (appendix 8).

Criticisms of the Wheel of Retailing

The Wheel is criticised most frequently for failing to explain all retail evolution all economies. 1t is
largely useless in cxplaining retail evolution in low-level economies, has major failures even in the
setting of developed economies, pays little attention to the comipetitive reaction of established
institutions, and addresses only the price-quality relationship, ignoring equally dynamic dimensions

such as merchandise assortment and store size [Brown, 1990a]. McNair’s choice of the Wheel as the
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metaphor has been questioned [Gist, 1968; Deiderick and Dodge, 1983], and the ‘wave’ proposed as
more appropriate [Deiderick and Dodge, 1983].

The Wheel rejects the possibility that existing institutional forms may adjust to new conditions,
contends Bucklin [1983], citing the rejuvenation of department stores as ‘proof” that the Wheel is in
error. McNair, however, used the Wheel as a warning system rather than for prediction {Hollander,

1980], suggesting that its creator did not consider mature institutions to be inevitably vulnerable after

all.

Because it ‘assumes the same low-cost, trading-up pattern applies to every retailing institution in
every socip-economic setting’, and ‘is predicated on the actions of conscious, free-thinking, self-
determining, individual human beings’, Brown [1995a] concludes that the Wheel is ‘universalist’.
The Wheel is weak because not all trading-up or trading-down is a direct result of the addition or
reduction of services, claim Goldman [1975] and Kaynak [1979], numerous other methods of
overhead reduction have been successful, such as increasing the scale of operation, eliminating
marginal items, improving methods of operation and organisation, reducing product quality,
purchasing odd lots and distress merchandise, increasing bargaining power over suppliers and
cutting out middlemen {Goldman, 1975, 1978], although it is arguable that some of these techniques

do involve reducing the level of service, and certainly involve reducing quality.

The Wheel implies that retailers control their environment, which is widely seen as unwise and even
impossible [Deideﬂck and Dodge, 1983], and that geographical expansion is a service, which is
inappropriate as branches are generally tailored to generate high margins [ibid.]. Similarly,
merchandise array is not strictly a service, as increasing the array can improve an institution’s

profitability, and pricing stance can be market, rather than cost, driven [ibid.].

Literature on the Wheel of Retailing tends to be descriptive rather than analytical [Brown, 1990a], to
generalise to an excessive degree, while the bulk of it is focused on the department store over a
rclatively short period of time [Savitt, 1989]. Supporting ‘evidence’ is often little more than casual
obscrvation or idle speculation [Brown, 1990a], and critics of the Wheel ‘feel uncomfortable with
the idea that a theory so weil known and widely cited has so many flaws’ [d’Amico, 1983]. There

have been calls for research to cover a longer period [Savitt, 1989], and some widely cited
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refutations are based upon decidedly unstable foundations [Brown, 1990a]. Most commentators,
however, concur that McNair’s hypothesis is valid, if not universally applicable [Brown, [988a],
accepting that ‘the evolution of some of the most prominent retail institutions adheres, in large
measure, to the wheel pattern’ [Brown, 1990a]. In fact, ‘its very lack of universality... acts as a

stimulus to subsequent research activity’ [Brown, 1990a].

Extensions to the Wheel of Retailing and Combinations with other theories

Arguably the most conceptually clear extension to the Wheel is Gist’s [1968] combination of it with
Dialectic evolution. Every maturing institution represents the thesis, and every challenging
institution the antithesis. Because the maturing institution tends to ‘emulate the attacker’ by shedding
encumbrances of all types, including services and orgamsational frills, hoth the attacker and the
attacked move together, resulting in an intermediate or moderate form, representing either partial or
full synthesis. The tendency of established institutions to take on advantages of the retail forms

attacking them 1s addressed fully in appendix 8.

Because trading-up is linked to increases in the standard of living, which rises relatively consistently,
Agergard et. al. [1970] contest that low-cost, low-price entry to retailing and frading-up are not
accurately represented by a circular movement, as this implies that the standard of living stabilised.
Proposing a spiral movement instead, where trading-up is a continuous process and the original state
can never be regained, Agergard et al’s [1970] extension was labelled as ‘undoubtedly the most
important conceptual advance since McNair’s original hypothesis’ [Brown, 1987b; p.25]. The spiral
concept 1s modified by Brown [1987b], who proposes a coiled spring analogy instead, able to
accommodate constraints upon the evolutionary process, such as anti-chain store legislation or
restrictions on hypermarket construction — once the regulatory shackles of the institutional spiral are

relaxed, a sudden surge of development can be expected, as was the case when UK superstore

planning restrictions were relaxed in the late-1970s.

1zraeli [1973] proposes the ‘Three Wheels of Retailing’, a system of three inter-connected wheels, in
which low-end entrants tend to trade-up on wheel #1, high-end entrants tend to trade-down on wheel
#2, and established institutions trade-up or down on wheel #3, which is situated between and driven
by movement of the other two wheels. An equilibrium point is reached, resulting in reduced

differential between innovating and established firms, as innovators® differences diminish and they



become part of the establishment. A second wave of new entrants upset this equilibrium once again,
and trading-up or down eventually produces a new equilibrium. 1zraeli’s [1973] extension is strong
in that it can account for high-level entry to retailing, and the competitive reaction to new entrants,

while having a wider domain of apphcation than the Wheel of Retailing, albeit with considerably

less conceptual clarity.

The interaction between small discount outlets and department stores, which opened ‘bargain
basements’ as discount outlets traded-up, supports Izraeli’s [1973] ‘Three Wheels™ hypothesis, as the
differential between the two types diminished. Similarly, Aldi’s 1976 entrance into the US discount
grocery market drove established operators to open “stripped down” stores of their own, introduce
low-cost generic private label, reducc selected services and narrow their merchandise range [Patton
and DeLozier, 1983], effectively trading-down. The introduction of the retail warehouse to the USA

also provoked conventional retailers into imitating the format, Wal-Mart and Kroger in particular

[Kaikati, 1987].

The Wheel ‘rotates and moves’, propose Deiderick and Dodge [1983], in an extension that bears
little resemblance to the original, bar the retention of some wheels. Geographical expansion, breadth
of product line, pricing stance and the changing consumer are each represented by a wheel, and the
four wheels are inter-related and inter-dependent. Their concept, however, is rather hazy, with no

clear metaphor, and although it succeeds in overcoming some of the Wheel’s shortcomings, it has

failed to catalyse further academic debate.

A crescent theory of non-store retail evolution is advanced by Thomas ct al. {1986], where evolution
results from adapting behaviour, similar to that of ecological organisms, which develop into their
strongest form and habitat for survival. This extension argues that new non-store retail structures
tend to enter the market as low-status, high-margin operations with mass appeal, then move upward
along the crescent to higher-margin, higher-status positions with a narrower appeal. Other retailers
may fill in the voids behind, but not necessarily take the form of the non-store retailing structures
already evolved, which then attempt to find a kind of ecological niche, but the concept is

conceptually unclear in its attempt to combine the strong points of the Wheel and Darwinian

evolution, and has also failed to generate academic attention.

27



Although not specifically extending the Wheel hypothesis, Wickstrdm [1983] identified three types
of innovators, lone-wolf, routine and defensive. Lone-wolf innovators, corresponding roughly to
low-cost retail entrants, tend to be small scale retailers, who come up with a good idea, and can
rapidly grow from this. Routine innovators, akin to retailers in the trading-up phase, are generally
large scale, multiple retailers, who frequently introduce different innovations copied from elsewhecre
in the world. Defensive innovators, who correspond to retailers in the mature phase, will only adopt
ncw ideas when forced to by inibatives of competitors lcading to falling sales, and are typical
adapters. Lord et al. [1988] suggest that the foundcr of UK food discounter Kwik Save, took ideas
from Aldi (W.Gernmany) and ‘baby shark’ discounting in the US, combining them with his own ideas

to form Kwik Save, representing an example of a lone-wolf innovator.

The key clements of the Wheel, Accordion and Retail Life Cycle hypotheses are combined by
Brown [1988b], who argues that this combination resembles Porter’'s renowned model of
competitive strategy. This ‘strategic lifc cycle’, which has exceptions and should not be taken too
litcrally or applied in a deterministic fashion [ibid.], suggests that retail institutions tend to begin
‘with a narrow range of discounted goods, which gradually expands to incorporate a more diverse
mix of merchandise. A period of trading up then transpires and this eventually gives way to a
narrower focus, due to the defensive rationalisation of lines threatened by emergent cut price
specialists’, which does not necessarily signal demise. The full turn has been completed by UK
retailers Tesco and Boots, argues Brown [1988b], while the UK retail warchouse has undergone a

partial turn, trading-up largely becausc of moves into purpose-built warehouses following their

beginnings in converted properties [ibid.].

Criticising theories of retail institutional evolution for failing to explain evolution of the US
wholcsale membership club (WMC), Sampson and Tigert [1994] combine environmental
(Darwinian) theory with a variation on the retail life cycle and conflict (Dialectic) theory, with the
three elements of the model being interdependent. The model is based on the evolution of WMC’s,

and stresses the importance of the consumer as the catalyst for change, although the model is

‘descriptive rather than predictive’ [ibid.].

The attempts of Gist [1968] and lzraeli [1973] to extend the Wheel of Retailing to cover all

mstitutional innovations miss the point that the great majority of new retail types in the US economy
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have entered at the low end of the spectra [Hollander, 1980], while the original conceptual clarity has
been immersed [1bid.], comments that can equally be applied to the bulk of subsequent extensions to
the Wheel. In general, such extensions, although useful and providing some insight, have failed io
generate wider academic debate, and suffer from muddied explanatory power due to their nccessary
deviation from vivid metaphor. This is common to theoretical cxtensions in all academic disciplines,
and led to overly-complex extensions being labelled as ‘explanatory tmpotent’ [Hunt, 1983].
Although the metaphor aids understanding in terms of our subjective experience with other concepts
[Rosenberg, 1984], a single metaphor can only shed light on selected aspects of a phenomenon, and
emphasises some aspects of a concept while de-emphasising and hiding others [ibid.]. The single
metaphor, however, retains the conceptual clarity necessary to aid understanding, as does the Wheel

of Retailing, while extensions to it plainly do not.

Although d’Amico [1983] argues that McNair’s greatest fame has come from commentaries on his
work rather than from the work itself, such ‘commentaries’ have labelled the Wheel of Retailing a
singularly vivid metaphor [Brown, 1990a], a prime example of metaphorical thinking [Brown,
19954], onc of the most frequently cited concepts in marketing thought [Brown, 1995a], a nilestone
in retailing thought [Brown, 1995b), and one of the oldest, most celebrated and energetically debated

concepts in retail marketing’s theoretical canon [Brown, 1995b].

A variety of forces are causing the Wheel to slow, according to Tinsley et al. [1978], including high
shopping centre rents slowing the growth of discounters, although it is arguable that this hands
discounters the opportunity to increase their cost advantage by locating clsewhere. The development
of conglomerates, retailers owning several chains of stores with distinct images and different
positionings, is a further retarding force, because companies wili not allow their diffcrent chains to
enter into competition with one another, contend Tinsley et al. [1978], which again is over-
simplistic, as innovation and trading-up can still occur within these chains, and different institutions
can still vary in importance within the organisation. Conversely, Bucklin [1983] believes that the
pace of retail cvolution had increased by the late 1960s and 1970s, and Dawson [1979] considers the
Wheel of Rctailing to be turning at an ever faster pace, lcaving less time for adaptation and
assimilation, and increasing the future potential for inter-institutional conflict in retailing. In the 20
years to 1980, the European hypermarket exceeded the floorspace accumulated by the Eunropean

department store in over 120 years [Knee and Walters, 1985], and the development of the
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supermarket occurred even faster. May [1989] considers that the Wheel of Retailing accelerated in

the second half of the 20™ century.

Strangely, the Wheel of Retailing theory itself is considered to have followed the pattern that it
stipulates for retail institutional change, leading to Brown’s [1988a] conclusion that a Wheel of the
Wheel of Retailing 1s in existence. The concept began as a short and simplc hypothesis, attracting
adopters who took on the discussion and popularised the concept, before academic debate became
more heated and this and other theories were extended and modificd in the late 1960s and 1970s,
which Brown [1988a] likens to the trading-up process. The concept entered maturity in the late
1970s, and became vulnerable to a series of vigorous refutations and altemative approaches from the

carly-1980s, obscuring the concept and driving a return to academic basics [ibid.].

2.1.2__The Retail Accordion
The Retail Accordion hypothesis was advanced by Hollander [1966], who stated that ‘the history of
retail development seems to demonstrate an accordion pattern. Domination by general line, wide-
assortment retailers alternates with domination by specialised, narrow-line merchants’, adding that
the lack of historical statistics on merchandise assortment makes the pattern impossible to prove.
Drawing on past research that stopped short of the elaboration of a hypothests, but had noted cyclical
trends in the merchandise dimension of retailing {Hower, 1943; Brand, 1963], and retailers’ tendency
to ‘poach’ profitable lines of specialist operators [Hall et al., 1961; p.78-79]:
Figure 2.1.2. The Retail Accordion:

Wide variety retailers (many merchandise lines)

VAV

Limited vauety rctailers (few melchandlse lines)

[Source: adapted from Lewison, 1997, p.642]
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Advanced at a time of considerable expansion of the US retail offering, the Retail Accordion was
intendcd to explain the evolution of the entire US retail system, but has often been applied to specific
retail institutions [Brown, 1990b]. Hollander’s [1966] findings rely heavily on secondary sources due
to the long time-span involved, quoting for cxample Gold’s [1963] assertion that ‘retailing is smack
in the middle of a merchandise scramble, the likes of which it has never before experienced... In

short, everyone's in the act, and there's no end in sight.’ [Gold, 1963, pp.40-41].

The Retail Accordion describes a clearly discernible, 1f difficult to prove, ‘rhythmic pattern of
development, dominated altemmately by shops selling a wide variety of wares and retailers
specialising in a narrow range of goods' [Brown, 1988b; 1990b], and hypothesises ‘perpetual
alternation between generalist and specialist outlets’ [Brown, 1995b]. Canadian retailing also

. developed along the lines of a general-specific-general cycle [Shaffer, 1973].

The Retail Accordion descnibes the relationship between retail outlets focusing on ‘merchandise line
width’, provided by general retatlers, and ‘merchandise line depth’, provided by specialists [Gist,
1971]. Kellerman [1988] identificd four stages of US retail evolution: (1) In the 19" century, US
retailing was dominated by general stores serving local communities, a by-product of the sparsc
population, according to Mason and Mayer [1990]. (2) The carly 20™ century was characterised by
the evolution of traditional speciality stores, normally in Central Business District (CBD) locations,
a change made possible by rising incomes and transportation changes. The improved assortment of
goods more than offset the consumer inconvenience of shopping at several stores [Stevens, 1975] (3)
The mid-20™ century witnessed the mass introduction of gencral dcpartment stores and
supermarkets, normally located in US suburban shopping centres, catering to families and offering
mass-shopping facilities to meet the needs of the post-World War [1 baby boom geuneration, changes
again made possible by transportation changes, this time the motor car. (4) Most recently, in the last
quarter of the 20" century, speciality retailing flounished again, as boutiques, speciality food outlets,
stylistic houseware stores and their like developed, driven by smaller, more affluent households

[Kellerman, 1988].

Kellerman’s [1988] fourth stage is supported by McGoldrick [1989] who contends that the
introduction of concessionaires to UK department stores in the late 20" century aimed to provide

specialisation within the diverse, overall framework of the department store, although such
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concessions had begun to decline slightly by the 1980s [ibid.]. Similarly, superstore operators such
as Asda grew with many concession arrangements, in travel agency, opticians, hairdressing, dry-
cleaning and in-store pharmacies [ibid.], providing a certain degree of specialisation within a diverse
overall offering, although it is arguable that adding concessions represents expansion of the product

offering, particularly if the space for it 1s created through store expansion or more efficient usc of the

store, rather than the elimination of other lines.

Forces driving expansion of the Retail Accordion
Hollander [1966] considered expansion of the Retail Accordion to be a natural process, driven by
retailers’ efforts to improve profitability by adding profitable lines from other fields, and consumer

demand for ‘one-stop’, rather than fragmented, shopping [ibid.].

Further forces driving expansion of the Retail Accordion were subsequently advanced:

¢ Joining complementary lines, such as meat, grocery and produce [Gist, 1968].

e ‘Crearmng’ - taking the low-risk, largely pre-sold, high-turmover, low-margin merchandise from
other ontlets [Brand, 1963; Gist, 1968; Dawson, 1979]. For example, from the latefl9505 US
grocery outlets added faster-moving merchandise lines, including small appliances, convenience-
food items, and paper products, often at a discount to traditional retailers of the products [Mason
and Mayer, 1990], and US pharmacists ‘creamed’ other retailers’ products [Brand, 1963].
Increasing costs and fzalling profits can drive retailers to ‘cream’ products [ibid.].

e ‘Scrambling’, taking the low-turnover, high-margin merchandise from other outlets [Gist, 1968;
Dawson, 1979], has occurred in supermarkets, as merchandise becomes increasingly exotic and
unusual [May, 1989], and as non-foods such as pharmaceuticals and cosmetics have been added
[Mason and Mayer, 1990], in discount stores, which moved into soft goods [ibid.], and in variety
chains, which adopted big ticket items such as televisions and household products [Mason and
Mayer, 1990]. Scrambling led to the creation of the US department store, as some retailers
adopted the lines of high-margin specialist retailers, slowly increasing the size of the store, and
delegating respensibility for each “department’ [Bucklin, 1972].

e (Creaming and scrambling are often major factors contributing to the closure of specialist outlets
[Dawson, 1979), effectively driving further expansion of the Retail Accordion through the

elimination of ‘contracted’ retailers. For example, US supermarkets’ creaming of cigarcttes was a
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factor hastening to the demise of small tobacconists [Oxcnfeldt, 1961], made possible by the
rapid development of cigarette brands [ibid.].

Expansion of range can use idle or under-utilised capacity more efficiently, reducing costs as a
percentage of sales, although it can also have the reverse effect, dnving up costs through less
efficient use of stock [Hollander, 1966].

The growth of shopping centres drives expansion of the rotail accordion, according to Gist
[1968], althongh it could be argued that shopping centres allow greater specialisation.

The post-World War II baby boom generation required mass shopping facilities catering to
families, in suburban locations [Kelierman, 1988], driving expansion of the retail accordion.

The legal and political environment, in the guise of town planning, affccts the expansion of the
retail accordion. For example the late 1970s relaxation of British planning controls led to more
players opening large retail warehouses, driving expansion of the accordion [Brown, 1990b]. In
China, the number of lines carried by a Chinese department store increased by 42% following
economic reforms allowing stores to purchase direct from manufacturers and multiple sources,

suggesting that legal restrictions tend to force compression of the retail accordion in communist

countries.

Forces driving eontracfion of the Retail Aecordion

Contraction of the Retail Accordion is driven by numerous factors:

Early US general stores were a response to an cconomy characterised by pioneer agriculture,
industry in the handicraft and domestic stages of production, small markets, stow transportation
and communication facilities, and a relatively undeveloped monetary system; as progress was
made in each of these elements, specialised retailing became more feasible [Jones, 1936].
Specialist retailers were made necessary by the inability of US general stores to physically stock
more products, at a time when induostrialisation was creating a surge in the supply of consumer
goods [Gist, 1968].

Urbanisation of the US population made specialist retailing more feasible, itself driven by
industrialisation, creating large consumer markets which permitted profitable market
segmentation through specialisation [Jones, 1957; Gist, 1968; Mason and Mayer, 1990]. Rising

incomes and improved transportation drove demand for specialised retailing in the early 20"

century [Kelierman, 1988].
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Amid growing population density, specialist shopkeepers became attractive to consumers
increasingly favouring the personal touch, and spread rapidly [Brand, 1963; Gist, 1968].
Specialist shops tend to be distinguished by the provision of consumption advice [Davidson,
1970], suggesting that changing consumer demand for this is a factor driving or constraining the
Retail Accordion.

Non-economic factors can drive specialisation. For example, many small furriers, florists and
booksellers consider themselves to be craftsmen and artists, rather than growth-minded
businessmen, although this explains supply of specialists, rather than consumer demand for them
[Hollander, 1966]. Specialisation may also be driven by necessity - early US butchers, for
example, had to be true specialists, in slanghtering, butchering and manufacturing, as well as
retailing [Gist, 1968].

‘Implicit voluntary restraint’ can discourage retailers from raiding the lines of other traders, for
fear of competitive retaliation [Hollander, 1966], although this explanation is more suited to
small communities than an era of muitiple retailing. Similarly, legal restraints can stop retailers
from selling certain types of products, requiring them to be licensed, for example [ibid.].

The failure of many merchandise mixes leads to merchandise being withdrawn [Hollander,
1966], representing contraction of the retail accordion.

Established retailcrs tend to drop conventional lines when confronted with heavy competition
from discounters [Hollander, 1966], driving contraction of the retail accordion. More typically,
conventional retailers continue to stock the line, but an increasing share of the business goes to
emerging specialists [ibid.].

When established retailcrs fail, they tend to be replaced by new opcrators with ‘compressed
accordions’ [Hollander, 1966].

Lack of funding for stock and fixtures can force new entrants and continuing firms to concentrate
on a limited number of lines {Hottander, 1966].

Although expansion of range can use idle or undcr-utilised capacity more efficiently, reducing
costs as a percentage of sales, it can also have the reverse effect, and drive up costs through less
efficient use of stock {Hollander, 1966].

Some consumcrs prefer to shop in specialised stores for certain purchases, while others report
becoming confused and overwhelmed by the crowds and sheer size of large stores, and can resent

the time necessary spent searching for products in large establishments [Hollandcr, 1966].
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* In the US, the development of department stores as shopping centre anchors necessitated
compromise in terms of space, range and services, bringing weaknesses that were exploited by
specialist clothing retailers locating in the centres [Spalding, 1978].

* Declining household sizes and rising household incomes drove demand for specialisation in the
last quarter of the 20" century [Kellerman, 1988]. Editing merchandise selections is a means of
attracting ‘time-poor’ consumers, particularly as altematives such as home shopping grow in
importance [May, 1989].

o Late 20" century specialisation tends to be in the wealthiest communities, carrying ‘luxury’

items, suggesting that rising incomes drive contraction of the retail accordion [Kaynak, 1988].

In effect, the degree of specialisation in a retail system is a function of ‘environmental economics’,
because stores emerge or adapt in response to a given set of circumstances, which are constantly

changing over time [Bucklin, 1972].

Evidence of accordion-like movement

The US retail pharmaceutical trade became more specialised prior to the American Civil War, as
specialist pharmacies emerged and took trade from dispensing physicians and general ‘druggists’
[Hollander, 1966]. These specialist pharmacies, however, began to add non-core lines from the late
19" century, diluting their specialism, driving expansion of the retail accordion. After World War II,
however, specialism returned as the pharmaceutical trade splintered into traditional pharmacists,

limitcd-line pharmacists, and ‘professional” and ‘ethical’ outlets, concentrating on prescription and

therapeutic items respectively [ibid.].

A continuum of general store — mail-order house — speciality retailing was noted by Brand [1963],
while Davies [1976] notes that consumers of the 19" century were served predominantly by general

stares, primarily by speciality stores in the first half of the 20" century, then increasingly by general

stores again.
The 1960s development of the US food emporium and combination store represented expansion of

the retail accordion, compared to the supermarket that dominated at the time [Allvine, 1968], while

the simultancous development of the convenience store and its larger counterpart the superette
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represented contraction [ibid.]. Similarly, Dawson [1983} noted the development of hoth super-

regional and speciality shopping centres.

Specialisation:

By the early-]Qlh century, Boston (UJS) boasted shops specialising in bakery, books and stationery,
boots and shocs, china and glasswarc, pharmaceuticals, dry goods, groceries, hardware, jewellery,
millinery, chandelry, tobacco, working-men’s clothing, confectionery, flour and feed, fruit, alcohol

and musical supplies [Jones, 1936].

Tn the second half of the 19" century, contraction of the retail accordion took place in the USA as
specialists made inroads into high-margin lines sold by grocers, resulting in dairy, tea, coffee and
spice establishments being founded [Hollander, 1966]. US grocers’ elimination of certain
departments around the dawn of the 20" century represented contraction [ibid.), as did the
abandonment of groceries by mail-order firms and department stores soon afterwards [ibid.].
Convenience stores represent specialisation of a different type, limiting stock to high turnover items

generally bought without advance planning [ibid.].

Specialisation occurred as the US market for cycle, car, motor accessory and petrol retailing grew in
size [Hollander, 1966], and some of these specialists later attempted to diversify their product
offerings. The US ficld of booksellers has splintered, as the retail pharmacy trade did, into specialist
paperback retailers, business booksellers, technological booksellers, and textbook and religious
works specialists, again representing contraction of the Retail Accordion [ibid.}. In the mid-1960s,

trends towards specialisation were also evident in fur and fumiture retailing as well as catering
[ibid.].

The ‘general-specific-general cycle’, as the Retail Accordion is sometimes labelled, was found to be
relevant to US retail evolution by Gist [1968]. The carliest form of North American retailing, the
rural general store, which, in a rough sense, rolled today’s supermarket, department store, hardware
outlet, anto agency, pub, stable and post office into one unit [Gist, 1968; 1971], was well suited to
the self-sufficient, agricultural economy of the period. As imdustrialisation drove concentration of the
population and the US consumer market grew, general stores gave way to more specialist traders —

an era in which the butcher, the baker, and the candlestick maker were literally the norm [Gist,
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1971]- before these in tum gave way to more general retailers, such as supermarkets [Gist, 1968],
superstores [Brown, 1988b], hypermarkets [Brown, 1988b] and shopping centres [Gist, 1968],
although the inclusion of the latter is questionable, as it could equally be labelled a collection of
specialists. There is little doubt that the 19" century was a period of US retail specialisation - there

were only 20 types of retail specialist at the start of the 19™ century, and over 100 by the end [Jones’,
1936, 1957].

In carly 1950s USA, bookstores, phionograph record stores, garden supply stores and pharmacies
emerged [Mason and Mayer, 1990}, suggesting that a period of specialisation had begun. A
reduction in the number of department stores occurred in the 1970s, while the number of specialists
increased, particularly in clothing [Spalding, 1978]. The late-1970s were characterised, in the USA
and Europe, by the emergence of very specialised retail outlets [Filser, 1984], in 1980 an upsurge of
American speciality clothing chains was noted by Hollander [1980], and the 1980s saw

specialisation in outlets selling ski equipment, computers, ties, socks, fine wines and gourmet foods

[Brown, 1988a, 1990].

In short, analysis of literature suggcsts that the 19" century and the second half of the 20" century
were periods of US retail specialisation, although there are examples of specialisation outside thesc

periods, and of generalisation within them.

Generalisation:

Most American department stores began life as specialist establishments, adding more merchandise
lines as the 19™ century progressed [Brown, 1988a)]. Since the beginning of the 20" century,
however, a large number of departments have been discarded, and modem department stores are said
to have become more like ‘high fashion specialists’ than the ‘universal providers of yore’ [Brown,
1988a; 1990]. It certainly remains a fact, however, that the department store is a general rather than a

specialist retailer.

By the mid to late-20™ century, expansion of the accordion had occurred in the field of automotive
supplies, with about one quarter of US retail establishments being involved in retailing tyres,
batteries, or other automotive parts [Davidson, 1970], and 40% of US grocery stores selling motor

oil [Dawson, 1979]. Similarly, 87% of UK grocery stores were found to sell tights, and 77%
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lightbulbs, neither of which 1s a traditional grocery item [Dawson, 1979], and the percentage of UK
multiple grocers selling meat increased from 11% to 36% between 1961 and 1971, a peried during
which the comparable figure for cosmetics rose from 6% to 36% [Dawson, 1979]. In 1971 Britain,
records were on sale in 13% of multiple tobacconists, 60% of multiple grocers were selling chocolate
and sugar confectionery, 30% of greengrocers sold frozen meat, and 30% of butchers offered frozen
fruit and vegetables [Dawson, 19791, suggesting that the 1960s were a period of considerable
expansion of the UK Retail Accordion, and that creaming and scrambling by UK grocers was a

major factor in the decreasing number of specialist shops [Dawson, 1979].

‘Arrays of food in supermarkets continue to expand, offering consumers the opportunities to
experiment with items that formerly were perceived to be exotic or unusual’ [May, 1989], suggesting
that scrambling 1s a major factor driving expansion of the Food Retail Accordion. Likewise, the

range of goods sold through UK retail warehouses has broadened [Brown, 1990b].

The evolution of US supermarkets and pharmacies is characterised by expansion into non-core

products [Filser, 1984], suggesting that expansion of the Retail Accordion within these formats is

also driven by creaming and scrambling.

Food retail chains in developing countries have grown by creaming lines from competing outlets,
initially into simple lines like canned goods, minimising capital investment for fear of failure
{Goldman, 1974]. 1In an environment characterised by frequent, fragmented food shopping close to
the home, this is one of the only viablc means of growth, as it is unrealistic to expect immobile

consumers to travel long distances to seek out better shopping facilities [Goldman, 1974].

The literature therefore suggests that the second half of the 20" century brought significant

generalisation in both US and UK retailing, a strangc phenomenon as it also brought much

specialisation (p.35-37, above).

Weaknesses
The Retail Accordion is ‘essentially devoid of explanation’ [Gist, 1971], fails to explicitly identify

the causes of cyclical change [ibid.], is ‘essentially descriptive’ [ibid.], has fragile conceptual

foundations [Filser, 1984], and has limited predictive value because it is impossible to work out
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whether specialisation or generalisation will occur, or around which groups of products this will be
[ibid.]. Gist [1971] contends that Hollander’s [1966] five forces promoting contraction (see below)
promote expansion in equal measure, which in fact is true of many such forces put forward since.
The model! is developed with regard only for North American retaihng, and, like the Wheel, fails to
address the situation in developing countries, where specialists continue to dominate [Brown,

1990b]. In addition, it addresses only a single dimension of institutional change — merchandise range

[ibid.].

Althongh difficult to vahdate due to the lack of merchandise assoriment statistics [Filser, 1984], the
Retail Accordion accurately describes the past evolution of retail formats [ibid.], a general-specific-
geuneral cycle is discemnible in the retail structure of many developed economies [Roth and Klein,

1993], and specialisation has continued, despite many predictions to the contrary [ibid.].

To conclude, there 1s ample evidence of cychical trends towards both specialisation and
generalisation in retail merchandise assortments, trends driven primarily by changing consumer
characteristics. The Retail Accordion i1s limited as a theory of retail change, however, because it
bases retail evolution on just one variable, but more importantly because it is centred primarily on
the USA, and on the rctail industry as a whole, rather than on retail formats or even fields, although

its transposition to these has met with some success, certaimly offering a more promising and

meaningful future for the theory.

2.1.3 The Polarisation Principle
Although Gist [1968] and Davidson [1970] noted tendencies towards polansation in retailing, the
‘polarisation principle’ was elaborated by Kirby [1976a, 1976b] to explain the growth of the
American convenience store, which occurred against a background of increasing store sizes and

declining storc numbers, an apparently strange phenomenon.

The polarisation principle [Kirby, 1976a, 1976b] contends that the trend towards larger, fewer, and
less spatially concentrated supermarkets drives increased consumer demand for small stores
‘conveniently located close to the consumer’s place of residence’. Comparing the category sales and

till-rings of US convenience stores and supermarkets led Kitby [1976a, 1976b] to suggest that US
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consumers use the convenience store to augment shopping, either for ‘emergencies’ or the purchase
of perishables and fresh food items, presenting the format as complementary to the supermarket,

explaining why its growth is directly correlated to that of large scale supermarkets.

The polarisation principle is intended to apply only to ‘high level economies’, and contends that the
retail systems of most such econormies will polarise [Kirby, 1986]. At one end of the spectrum, the
large retail operation will dominate the market, satisfying the majority consumer segments that are
highly mobile, and able and preparcd to shop in bulk. At the other extreme will be the small,
efficient retail operation which satisfies the majority shopping needs of a consumer minority (those
unable or unwilling to buy in bulk), plus the minority needs of the consumer majority (top-up and

emergency shopping, and for forgotten and out-of-stock items) [Kirby, 1986].

Evidence of retail polarisation:

Kirby’s [1976a, 1976b] polarisation thesis was based on the growth of US convemence stores at a
time the US food retail industry was contracting into fewer, larger, more spatially displaced stores.
The simultaneous US growth of small, high-margin convenience stores and large, low-margin food
cmporiums/combination stores was previously noted by Allvine [1968], who explained this as
catering to shoppers requiring ‘fill-in” purchases at convenieuntly located stores. Rogers [1984]
preferred to explain the growth of US convemence stores as being specifically to ‘fit” between the
increasing numbers of large stores, while Kaynak and Cavusgil [1982] contend that polarisation into
mass merchandising operations using supermarketing techuiques, on the one hand, and highly
specialised food stores carrying a deep assortment of a very specialised food line of food products,

on the other, is a characteristic of food retail evolution in developed countries.

In Japan, both large food stores and convenience stores expanded rapidly in the late-1970s and early-
1980s [Dawson, 1985]. There is further evidence of polarisation, this time it French food retailing:
When under attack from low-cost hypermarkets, French supermarkets tended to either focus on non-
price competition, namely service, or dic [Dawson, 1979]. The development of the French
convenience sector pre-dates that of Britain by several years, which may be due to the earlier

development of hypermarkets and out-of-town retailing in France [Kirby, 1986].
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In the decade to 1986, retail polarisation was a feature of most western-style economies [Kirby,
1986]. In the UK this 1s illustrated by the early 1980s development of convenience stores such as 7-
Eleven, Spar Eight Till Late, and VG’s Late Shop.

Farces driving retail polarisation:

The large UK food store has little effect on the trade of small shops in areas where supermarkets are
already well established, because it was the first generation of supermarkets that was harmful to
small shops, while superstore developments impact primarily upon these first generation

supermarkets rather than small stores [Kirby, 1976a, 1976b].

More positively, larger food retail outlets require a larger market, or a larger catchient area, forcing
them to be more geographically dispersed [Brown, 1987b], increasing the possibilities for small,
more versatile units, hence the emergence of the convenience store and superette [Kaynak and
Cavusgil, 1982]. In short, the rejuvenation of small stores is encouraged by factors such as a spatially
and structuralty concentrated retail system, the capacity to develop an efficient small store sector,
and lack of restraint on small store trading hours, although restraint on large store trading can

facilitate small store development [Kirby, 1986].

Uses:

When outliming the polarisation principle, Kirby [1976a, 1976b] applied it to forecast a need for
small, well-located, well-stocked, efficiently managed and serviced shops, to complement
superstores and hypermarkets, which at that time were in a phase of accelerating growth. The
principle was later employed to rather accurately forecast the further development of CTN and

forecourt-based convenience stores, including joint ventures between oil companies and food

retailers for the latter [Kirby, 1986].

Weaknesses:
Useful as it is, the polarisation principle describes but a single facet of the changing retail scene,
namely the relationship between large and small institutions, contends Brown [1987b], proposing its

extension to include other relationships, creating the multi-polarisation model (sce below),

effectively overcoming this drawback.
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Extensions:

Filser [1986] investigated ‘perceived polarity’, in terms of price, quality, fashion and value,
researching consumers’ perceptions of different French retail fashion chains for cach of these
critcria. Perceived polarity could be of usc in aiding the competitive positioning of chains, in the
development of a portfolio of retail chains (for conglomerates), and in asccrtaining the relative
positions of competing firms [Filser, 1986]. By far thc most significant and conceptually clear

extension to the polarisation principle, however, is Brown’s [1987a, 1987b] multi-polarisation model

(2.1.4): '

2.1.4 _The Multi-Polarisation Model
While thc polar extremes of low-margin/high-turnover outlets on the one hand, and high-
margin/low-turnover outlets on the othcr, had been identified and represented graphically [Gist,
1968], and the polarisation principle had been advanced [Kirby, 1976a, 1976b], such formulations
concentrate on a singlc aspect of institutional change, noted Brown [1987a}. Retailing, however,
appears to evolve along several dimensions simultaneously {ibid.], meaning that changing store sizes

have implications for merchandise assortment, for example.

To counter the key wcakness common 1o the retail accordion, the wheel of retailing and the
polarisation principle, namely that they address only one aspect of retail change, when in fact the
three are closely inter-related themselves, Brown [1987a] advances the multi-polarisation model,
contenting that inventory diversification ispires specialisation, large outlets beget small, and a high

level of service gives nise to no-fiills retail operations, with each of these dimensions being linked

and interdependent:
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Figure 2.1.4. The multi-Polarisation Model:
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[Source: Brown, 1987b, p.159]

Evidence

Evidence of movement along each dimension of Brown’s [1987a] model is presented under the
Wheel of Retailing, the Retail Accordion and the Polarisation Principle, above. The multi-
polarisation model also contends, however, that movement along one dimension provokes movement
along another, and Brown [1987a] cites several examples of retail evolution involving such

interdependent relationships:

Brown [1987a, 1987b] provides several examples of polarisation in one dimension affecting other
dimensions, in the UK and other advanccd nations. These include large outlets specialising in a
relatively limited range of goods, discount electrical and carpet warehouses for example, small
outlets handling a surprisingly wide vanety of merchandise, such as modern convenience stores,
price-cutting operations occupying sizeahle premises, like hypermarkets, and small stores with a

service-orientated sales philosophy, boutiques and specialists for instance.
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Arguing that retailing polarises simultaneously along each of the price, assortment and size
dimensions, Brown [1987a] lists examples of retail institutions that have polarised to one extreme in

all three dimensions:

Merchandise Sales Policy Establishment Institntional Type Examples
Assortment Size
Broad Price Large Superstore, Asda, Tesco.
Hypermarket
Broad Price Smali Catalogue Argos, Littlewoods
Showroom Catalogue Shop.
Broad Service Large Department Store  John Lewis,
Debenhams.
Broad Service Smajl Convenience Store  7-11, Cullens.
Natrow Price Large Retail Warehouse  Toys R’ Us,
Texstyle World.
Narrow Price Small Limited Line Kwik Save, Victor
Discount Storc Valuc.
Narrow Scrvice Large Super Specialist Ultimate,
Hamleys.
Narrow Service Small Specialist Next, Tie Rack.

Source: Brown [1987a]

Uses and weaknesses

The multi-polarisation model underlines the fact that the appearance of an innovatory institutional
form combining several polarised dimensions can create opportunities along each of the assortment,
sales policy and size dimensions [Brown, 1987a). The evolution of formats, involving movement
along any of the three dimensions creates opportunity for newcomers as the food superstore did by

upgrading from its cut-price origins [Brown, 1987a].

The main weakness of the multi-polarisation model is that it has failed to catalyse further research,
mcaning that it effectively remains untested [Brown, 1987b]. Brown’s [1987a] initial article was
intended to be exploratory, a first tentative step in the direction of integration of the retail change
theories, and a theoretical basis for future discussion, but, sadly, its aims remain unfulfilled. The
subjectivity tnherent in the definitions of large and small retail estabiishments, wide and narrow
ranges of goods, and price or service-based sales strategies, represent further weakness, warns Brown

[1987a], because the real world is rather more complicated than the conceptualisation intimates.

Polarisation tendencies are discernible in changes in retail organisation and location, leading Brown

[1987a] to speculatc on the possible extension of the multi-polarisation model.
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2.1.5 The Retail Life Cvcie

The Retail or Institutional Life Cycle, advanced by Davidson, Bates and Bass [1976], builds on
previous suggestions that retail institutions, like products, go through life cycles [Davidson, 1970;
McCammon, 1975]. Expanding these works, and identifying four stages of innovation, accelerated
development, maturity and decline, Davidson et al.’s [1976] concept awmed to counter key
weaknesses of the Wheel of Retailing, namely its failurc to include a time frame, and 1ts ignorance of

non-cost based retail evolution [James et al., 1981; Markin and Duncan, 1981]:

Figure 2.1.5. The Retail Life Cycle:

Markct share

Profitabitity

Accelerated Malurity Decline

Early growth development

Note: The duration of the stages (horizontal stages) is variable, depending on many circumstances.
The fonr stages are portrayed equally on the time scale for schematic porposes only.
[Source: adapted from Davidson, Bates and Bass, 1976, p.91]

The Rctail Life Cycle is described as a natural evolutionary process that is impossible to stop
[Davidson, Bates and Bass, 1976), implying that anticipation of change and adaptation of the
organisation to its changing environment is of paramount importance [ibid.]. Anticipation of likely
change is an important means of maintaining adequate profits, although this may prove difficult,

particularly as competitors in the innovation phase are difficult to identify due to their smalil size

[ibid.].

in the innovation phase, a new, usually entrepreneurial, retail institution emerges, representing a
sharp departure from existing retail approaches [Davidson et al., 1976]. This tends to enjoy a

significant advantage over established institutions, arising from a low cost structure, a distinctive
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merchandise offering, easier shopping, locational advantages, or different advertising and
promotional methods [ibid.]. High consumer acceptance drives sharp rises in sales, although profits
may lag because of operating problems, lack of economies of scale, or high start-up costs, before
they catch up towards the end of the phase as initial problems are overcome [ibid.]. The innovation
phase is around 3 to 5 years long, with few, if any, direct competitors emerging {[Mason and Mayer,
1990; McGoldnck, 1990]. The innovator’s competitive advantage usually arises from a

technological, operational or marketing innovation [Lewison, 1997], and is often demonstrated

through low prices [James et al., 1981].

The accelerated development phase brings rapid rates of growth in both sales and profits [Davidson

et al., 1976; McGoldrick, 1990]. Innovators of the format engage in geographic expansion, other
companies are attracted to enter the field, and its market share increases steadily as interest in it
surges [Davidson et al., 1976]. Sales and profits rise quickly in the early part of the phase, but market
share and profitability tend to peak towards the end of the phase becaunse of scale-related costs, such
as the need for a larger staff, complex internal systems and increased management controls [ibid.].
The stage typically lasts 5 to 6 ycars [James et al., 1981] and is characterised by range extension
[Mason and Mayer, 1990], upgrading of merchandise, investment in new stores, refurbishment of

gxisting stores, and improved service and management controls {Lewison, 1997].

Maturity 1s characterised by retailers’ loss of carlier vitality, stabtlising sales and market share, and
plummeting profitability {Davidson et al., 1976]. The quality of operations tends to slip because
entrepreneurial managers do not necessarily direct large organisations in stable markets effectively
[ibid.]. New firms are still entering the field [James et al., 1981], and over-expansion results in over-
capacity, driving down the profitability per square foot of the format [Davidson et al, 1976], a
situation which persists until a shakeout occurs. The maturity phase is characterised by a high
likelthood of challenge from new retail forms, brutal price competition, efforts to improve efficiency,

and declining marketing expenditure [Davidson et al., 1976, Mason and Mayer, 1990; McGoldrick,
1990].

The final decline era of the life cycle process is often avoided or greatly postponed by repositioning

[Davidson et al., 1976]. Modified marketing concepts can prolong the maturity phase, but this is by

no ineans guaranteed [ibid.]. The decline stage is typified by major losscs of market share, falling
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sales, marginal profits at best, a fatal inability to compete in the market, little or no investment,
closure of obsolescent units, even among industry leaders, and increasing conflict with innovative
forms [McCammon, 1975, Davidson et al., 1976; James et al., 1981; Mason and Mayer, 1990;
Lewison, 1997].

Evidence of retail life cvcles

Retail life cycles have been identified in the evolution of the US downtown department store, variety
store, supermarket [Davidson, 1970], discount department store, home improvement centre
[Davidson et al., 1976], rural general store [Mason and Mayer, 1990], supermarket, regional discount
chain [Lewison, 1997], and warehouse membership club [Sampson and Tigert, 1994]. Dawson
[1979] noted their existence i the evolution of the department store, supermarket and discount
house, and May and Greyser [1989] found that door-to-door and ‘party plan’ selling had been driven

into the decline phase of the Retail Life Cycle by a combination of demographic and social changes,

and inter- and intra-institutional conflict.

The market shares of French retail institutions suggest that inter-related life cycles are in existence
[Filser, 1984], and a continuum of counter-service - self-service - supermarket - superstore -
hypermarket occurred in Europe [Knee and Walters, 1985]. Concessions within UK department

stores also followed a life cycle, reaching maturity in the 1980s [McGoldrick, 1989].

The tnitial success of US discount department stores attracted established retailers to the field,
including Kresge, Woolworth, Federated, and Dayton-Hudson, pushing the format into the
accelerated development phase [Davidson et al., 1976]. Over-capacity drove the onset of the US
discount department store’s decline phase from the late-1960s, which continued until shakeout

occurred [ibid.], and American central city variety stores are said to have entered the decline phase

[ibid.].

Forces driving the Retail Life Cycle

* An innovating retail institution normally enjoys significant competitive advantage over existing
operators, enabling it to achieve public acceptability, causing sales to rise rapidly [Bates, 1979;

Rosenbloom, 1981; Brown, 1987b, 1988a, 1988h, 1990b]
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(Geographic expansion drives transit of an institution from the innovation phase to the accelerated
development phase [Davidsen et al., 1976; Dawson, 1979].

Success breeds imitation and the technique proliferates {Bates, 1979; Brown, 1987b, 1988a,
1988b, 1990b], largely through established retailers’ adoption of the format [Davidson et al.,
1976; Dawson, 1979], again driving transition to the accelerated development phase. US
discount department stores, for example, were initially pioneered as entrepreneurial, single-unit
entities, but established chains metamorphasised into or acquired discount chains following
World War 11 [Hollander and Omura, 1989].

Conflict between new concepts and established, maturing techniques ends with the new concepts
replacing the established ones, before the process starts again [Dawson, 1979], meaning that the
concept of conflict is central to the Retail Life Cycle [ibid.]. Conflict between US convenience
stores and supermarkets, for example, drove forward the life cycles of both formats [Kirby,
1976a], and department stores’ failure to compete with the array and help offered by true
specialists hastened their decline [Pennington, 1980].

Over-capacity resulting from over-expansion of what was a profitable format can drive a retail
format into maturity, as profitability declines [Davidson et al., 1976; Rosenbloom, 1981].
Profitability can decline because of the costs involved in managing a complex, large
organisation, causing the onset of maturity [Davidson et al., 1976; James et al., 1981], although
some find it difficult to accept the presumption that large scale multi-unit organisations must
have diseconomies of scale, and that entrepreneurial managers responsible for the birth of a retail
form are incapable of swstaining their retail methods [Markin and Duncan, 1981]. The
department store’s maturity stage, for example, can be extended by an adept management that
penetrates new markets and leverages their inherent strengths in the areas of assortment
dominance, price assortment, fashion leadership, locational dominance, scale of unit, and store
card penetration [Pennington, 1980].

Demographic trends affect the Retail Life Cycles of formats. For example, the ageing, more
wealthy population prolongs the maturity phase of the department store [Pennington, 1980].
Decline is not automatic, argue Davidson et al. {1976] and James et al. [1981], it occurs because
of an inability to compete with imovating institutions, which tend to challenge formats in the
maturity stage [Brown, 1987b, 1988a, 1988h, 1990b]. Decline, however, can be a profitable stage

in the life cycle, provided that enough competitors “abandon ship’ in the shakeout that is typical

of the stage [Davidson and Smallwood, 1980].
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Acceleration of the Retail Life Cycle

The Retail Life Cycle is accelerating, or shortening, a phenomenon addressed fully in appendix 9.
Witnessed in numerous retail fields, this is driven by a combination of many factors (appendix 9),
with profound implications for retail management — diffusion of innovations will occur more rapidly,

leaving a shortened response time, and the physical life span of retail structures is likely to be longer

than their economic life span.

Uses

Analysis of the Retail Life Cycle at individual store level facilitates the identification of basic market
forces, enabling timely, effective management responses, including the planming, execution and
evaluation of business activities [Holmes and Hoskins, 1977], keeping management alert to the need
to open new stores to replace outlets that must eventually close [1bid.]. Such use of the Retail Life
Cycle, on a micro, rather than macro, basis, infers that the Retail Life Cycle is at least partly
manageable and only partly deterministic [Davidson and Smallwood, 1980]. Thinking in terms of an
organisation’s life cycle allows management to improve its strategic and tactical management
[Davidson and Smallwood, 1980], although there is a danger of becoming over-reliant on the

concept, ignoring the possibility of temporary sctbacks, for example.

The Retail Life Cycle has a place in the formulation of growth, renewal and repositioning strategies,
in market analysis, sales forecasting, capital allocation, store location decisions, consumer
communications, and in all elements of the retail marketing mix [Davidson and Smallwood, 1980].
At each stage of the Retail Life Cycle, retailers must be willing to adapt their merchandising efforts

and operating methods to meet the environmental circumstances of that stage [Lewison, 1997].

Retail Life Cycle concepts were used to forecast maturity in US discount department stores and fast
food outlets by the mid-1970s, and US home improvement centres, furniture warchouse showrooms

and catalogue showrooms by the early-1980s.

By operating in many retail fields, conglomerates are attempting to strategically avoid the impact of
the decline phase [Davidson, 1970], an approach that also reduces vulnerability to economic

downturns or changing consumer tastes [Pennington, 1980; Davidson and Johnson, 1981], while
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allowing consistent growth. The impertance of the store portfolio is 1llustrated by the UK food retail
industry - the co-operative movement has toc many stores in decline, compared to multiple

competitors [MeGoldrick, 1990], largely because of multiples’ success in ‘rejuvenating and

rationalising’ their stock of outlets.

The Retail Life Cyele highlights the faet that long-term retail planning requires planned succession
of retail packages in order to meet ehanging customer needs and eompetitive challenge [Knee and
Walters, 1985], and that management must focus on strategic renewal - develeping new networks for

the future, while maximising returns from existing networks {MeCammeon, 1975].

The Retail Life Cyele 1s used by the stock market, albeit rather unwittingly [Kerin and Varaiya,
1985] - negative return en investment is tolerated early in the life eyele of a new firm or retail
coneept, in the expeetation that thms will be reversed as maturity approaches. Shortening life cycles
(appendix 9) suggest that long-term investments must be viewed with cauticn [MeGoldrick, 1990],

as satisfactery return on investment must be made within a short timeseale.

Weaknesses

The Retail Life Cycle concept advanced by Davidson et al. [1976] was based on one retail format in
one country, the US department store, and has failed te generate significant non-US attention.
Morcover, the 1920s and 1930s reinvigeration of the US department store and its leng run
persistence east deubt en the life eyele approach [Hellander, 1980]. It rejects the possibility of
adaptaticn by older instituticns to new conditions, and that retail forins may persist continually
(Bueklin, 1983], and does not adequately reflect the ability of existing retail organisations to

metamorphose in effective ways over time, as the US department store did in the 1960s and 1970s

[Bucklin, 1983; MeGeldrick, 1989].

Like the Wheel of Retailing, the Retail Life Cycle is an intriguing metaphor but a questionable
theery of instituticnal ehange [Markin and Duncan, 1981], with the proeess unrecalistically presented
as ‘inexorable, a fated end of economic and managenal determinism’ [ibid.], whereas it should be

seen as a dependent vanable determined by marketing and managerial action [ibid.].
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Criticisms levelled at the Product Life Cycle must also apply to the Retail Life Cycle [Filser, 1984],
namely that it is difficult to forecast the likely timing of the beginning of a new phase, especially as

life cycles shorten. Similarly, Brown [1987b] considers the Retail Life Cycle to be equally as flawed

as the Product Life Cycle, but held in similar academic esteem.

The Retail Life Cycle, like other theories of retail change, concentrates on only one aspect of retail

evolution [Brown, 1990b], and the term ‘decline’ is too strong a description, as retail institutions,

unlike products, rarely disappear completely.

Extensions to the Retail Life Cycle

Applying the Retail Life Cycle at an individual store level, Holmes and Hoskins [1977] add a stage
to each end of the Retail Life Cycle, embryonic and senescence. The embryonic, pre-opening stage is
characterised by research, planning, recruitment and the raising of capital, while the senescence stage
involves a steady dccline in store traffic and deteriorating sales and profits, often caused by factors

such as a declining population, urban decay, and falling incomes in the trading area [Holmes and
Hoskins, 1977].

Like the Wheel and the Accordion, the Retail Life Cycle originally referred to retailing formats or
institutions, but arguably the most significant application is to retail {irms [Brown, 1988b]. Applying
the Retail Lifc Cycle 1o companies, Roth and Klein [1993] found that the limited size of a population

for a retail type, competition from imitators and new retail forms, and government control all

contribute to the slowdown and decline of a company.

Davidson and Johnson [1981] fragment the Rctail Life Cycle, into departments and classifications as
well as products and retail outlets, arguing that a store is simply a composite of life cycles with each
component moving at 1ts own pace and scale, and thal a retail orgamisation is a collection of stores,
each with 1ts own life cycle. Davidson and Johnson’s [1981] extension implies that departments, as
well as stores and organisations, must be managed with consideration for life cycles, and they

continuc to recommend the sirategic development of a portfolio of stores, departments, locations and

merchandise classifications.
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Brown [1988b] proposed a combination theory of the Wheel, Accordion and Retail Life Cycle

concepts, explained in full under extensions to the Wheel of Retailing (p.25-29, above).

Environmental Approach

2.1.6 Darwinian Theory

The transposition of Darwin’s [1859] Natural Selection theory of biological evolution to retail
institutional evolution means that retail institutions must be viewed as economic species confronting
their environments and competing over scarce resources [Etgar, 1984], with only the fittest surviving
[Gist, 1968]. Descnbed as ‘perhaps one of the most meaningful and relevant propositions
contributing to an understanding of the transformation of retail institutions’ [Markin and Duncan,
1981], it was advanced as Gist’s [1968] ‘adjustment theory’, although some attribute it to Dreesmann
[1968] who also suggested the ‘existence of various retailing species’ [see Filser, 1984]. Gist [1968]
reasons that Darwin’s ‘survival of the fittest’ theory, stripped of reference to specific biological
types, holds that the species that best adjusts to its cnvironment is most likely to survive. Because
retail institutions are economic species, retailers confront an environment composed of customers,

competitors, and a fluctuating technology, the transposition is suitable to explain, to a certain degree,

the success of some institutional species and the failure of others [Gist, 1968].

Although not exhaustive, the major clements of affecting retail evolution are changes in the

consumer character (demographic, social, economie, cultural), in technology, in competition [Gist,

1968], and in the legal environment [Brown, 1988a].

In summary, environmental forces driving retail evolution include changes in per capita income,
income disparity, employment, urban form, population size, population density, rate of population
growth, sociological forces (such as middle-class esteem), legal constraints (like anti-chain
legislation}, and, most significantly, technological development (mass transit, escalators, motor car,

telephone and computer penetration, for example) [Brown, 1987b; Roth and Klein, 1993].

Evidence

The application of Darwinian evolution to retailing suggests that new retail forms are a manifestation

of changes in underlying economic, social, demographic, legal and technological conditions [Brown,
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1995b], and forms that fail to adapt to changing conditions will fade away. Evidence of the

importance of environmental factors in the birth, growth, decline and dcath of retail institutions is

widespread:

The department store was made possible by environmental change, although this subsequently
caused its decline, contends Gist [1968], citing research by Mayfield [1949], suggesting that it
emerged In response to the growth of cities, improved transportation sysiems, rising standards of
living, increased capital, the coming of the electrical age, and the development of plate glass and
retail advertising, catalysts supported by Bucklin [1972], to which the devclopment of elevators and
consumer acceptance of fixed price trading are added [Brown, 1987b]. The department store’s
decline resulted partly from failure to relocate when suburbanisation and growth of the motor car
altered consumers’ shopping patterns, and fallure to adopt merchandise lines demanded by

consumers [Gist, 1968], effectively failing to adapt to its changing environment.

The US mail-order house was also made possible by a changing environment, claims Gist [1968],
citing Converse et al. [1958; p.322], including factors such as the development of railways, improved
postal services, growing literacy and increased circulation of periodicals, and growing rural demand
for a wider assortment of better quality goods than were available locally. By the 1920s, however,
the environment had changed as urbanisation, motor car ownership, collapsing rural incomes and
rising costs conspired against mail-order, the market leaders of which responded by moving into

fixed store operations [Bucklin, 1972; Brown, 1987b].

Growth of the US supermarket was aided by changing environmental conditions, such as the
Depression, rising car and rcfrigerator penetration, and technological advance in the packaging,
processing and purveyancc of foods [Bucklin, 1972; Brown, 1987b]. Similarly, UK food retail co-
operatives, once pacesetters in retail innovation, failed to recognise and respoud to the environmental

opportunities of the 1970s and 1980s [Brown, 1987b], signalling their demise as the country’s

leading food retailers.

Discount operations were also driven by favourahle environmental changes, contends Gist [1968],
again citing Converse et al. [1958; pp.340-341], especially ‘fair irade’ pricing, successful brand
advertising, and improved product quality and dependability. The spread of US suburbia, an
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environmental change enabling the development of suburban shopping centres in the early post-war
period, eventually worked against these first generation developments as suburbia spread further out,

and new centres emerged closer to the majority of suburban consumers’ homes [Mason and Mayer,
1990].

US warehouse membership clubs’ rapid growth was aided by environmental factors including
recession, the maturing of the packaged goods industry, technological advance in inventory control
and product movement, and increasing consumer willingness to sacrifice choice and convenience for
quality products at reasonable prices [Sampson and Tigert, 1994]. At company, rather than
institutional, level, Sears’ fall from the premier US retail position resulted from its ‘caretaker
mentality’, which was dedicated to maintaining the majesty of Sears that management thought was

unassailable, and its failure to adapt to changing consumer preferences.

In short, there are many examples of environmental changes facilitating retail development and
hastening retail demise, and of retail formats failing to adapt over time. Academic attention also

focuses on the identification of stages in the life cycle process:

Stages

A short ‘mutation’ or ‘innovation’ period is evident, whereby a new retail species (form) develops
rapidly and violently, leaving imprints of lasting importance [Dreesmann, 1968], followed by a
period of slower, more stable development, when small adjustments are made over a long period
[Gist, 1968], although the sum of these changes represents major evolution all the same. Similarly,

Markin and Duncan [1981] contend that retatl change is shaped by a period of radical change

followed by a series of small adjustments.

Three sequential stages of natural selection are proposed [Etgar, 1984] — variation, whereby scveral
diverse retail species appeat, selection, when only a subset of these survive and the rest fail, sooner
or later, and retention, whereby successful forms are retained and diffused, or reproduced, ensuring
survival. Similarly, Mason and Mayer [1990] make a distinction between ‘adaptive behaviour’,
which explains the inception or development of an institution, and ‘natural selection’, meaning

subsequent survival and prospering, or otherwise, of an institution.
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Uses and strengths

Described as having ‘intuitive appeal’ [Brown, 1987b], the theory of natural selection, unlke other
theonies of retail change, does not generalise excessively about observations carried out on one
specific sector [Filser, 1984). 1t underlines the fact that no retail institution or retailer is immune

from the effects of the changing environment [Gist, 1968], and that there must be market opportunity

for a retail institution to survive [Markin and Duncan, 1981].

It also implies that a prolonged ahility to adjust to changing environmental conditions at short notice
is an extremely desirable characteristic of a retailer or a retail institution [Gist, 1968; Markin and

Duncan, 1981}, while failure to do so meaus risking being replaced by new institutions.

Continual adaptation to the surroundings is the real secret of retail growth and survival [Markin and
Duncan, 1981], awareness of and rapid reaction to changes in the operating environment allows a
retail mstitution to avoid ‘unfriendly’ or potentially harmful elements of change, while realising

disproportionate gains from changes in ‘friendly’ elements that work in the institution’s favour [Gist,
1968].

The theory infers that fitness is a moving target, that what survives for the time being is fit now,
meaning that the functions and services of the institution are deemed valuable by the marketing
environment of the time [Markin and Duncan, 1981], underlining the importance of adaptation to the
prevailing environment [Brown, 1987b}. In cffect, institutional innovations will only prove
successful when operational conditions are favourable and only those techniques which are able to
adapt to aiterations in their trading milien will survive and prosper in the longer term [Brown, 1987b,
1988a; Sampson and Tigert, 1994], explaining the diversity in the number and type of retail
institutions, both within cultures and between different cultures — different environments spawn

different types of retail institutions [Markin and Duncan, 1981].

Retail changes are a resuit of planned or unplanned adaptive responses to threats and opportunities
embedded in the environmeut, argues Etgar [1984], and identification of the key environmental
forces affecting retail change is useful in forecasting, as it was in Amdt’s [1972] forecast of

Norwegian supermarket development, using cross-country comparative economic indicators.

55



Weaknesses

Unlike animals, retail executives can think, meaning that retail firms can deliberately change their
own forms and funetion, which is impossible for animals [Drecsmann, 1968; Roth and Klein, 1993].
Similarly, Brown [1987b] human foresight and ability to initiate, choose and plan for change is a key
weakness of the biotic analogy, argues Brown [1987b], adding that the environment does not

determine what will occur in retailing, it creates possibilities which individuals or organisations are

free to exploit or reject as they please [Brown, 1987b].

The original objective of the transposition was to provide an original, non-deterministic path of retail
change analysis, while stressing the importance of environmental factors in retail institutional
evolution, but lack of empirical validation mears that its original potential remains unrealised
[Filser, 1984]. The lack of application of the thesis is due to Gist’s [1968] failure to identify the
mechanisms of selection and survival of novel retail forms [Etgar, 1984]. Brown [1987b] considers

existing research on the environmental factors underpinning retail evolution to be almost entirely

anecdotal, rather than analytical.

In short, the approach remains relatively unproven academically, although there has been almost
universal adoption of an adaptive approach to doing business, while environmental monitoring and

strategie planning have become key retail strategies [Brown, 1987b).

Exiensions

Markin and Duncan [1981] adopt more biological terms in a largely ignored extension, suggesting
that they are equally applicable to retailing. Parasitism oceurs when one or two organisms needs the
other to survive, as trading stamp companies need retailers. Symbiosis is when association between
two or more species benefits all, as voluntary and co-operative chains do the retailer and the overall
retail brand owner. Finally, commensalism occurs when organisms belonging to different species

have nearly the same requirements, enabling them Lo live together in the same habitat, as retailers do

in trade centres and clusters.
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Conflict-based Approach

2.1.7 Dialectic Theory
Although Hollander [1963] had briefly referred to ‘concepts of tension within retailing that seem to
lead to almost aulomatic change, in a sort of Hegalian thesis and antithesis’, Gist [1968] formally
transposed Marx and Hegel’s ‘Dialestical Materialism’ theory of evolution to retail institutional
change, an application far from the socio-political and economic changes that it was intended for.
Based on the old adage, ‘if you can’t beat them, join them’ [Mason and Mayer, 1990), it argues that
an existing thesis is challenged by its antithesis and a synthesis eventually emerges from the melding

of the two [Brown, 1987b, 1988a]. It can be summed up as a three step process of retail change:

1. A thesis devclops, which in rctailing is an established retail institutional form, but in other cases
may be a social, political or an economic institution, embodying a philosophical position regarding
virtually any 1ssuc or question. For example, in politics, this could be a ‘laissez-faire’ or a ‘hands-
off” poliey in government [Gist, 1968].

2. Over time, an innovative position opposed to the thesis develops, called the antithesis, with a
philosophical position opposite that of the thesis, or in retailing, a position opposed to the thesis
retail institution. In the pohtical example, the antithesis to the ‘laissez-faire’ governmental policy
could be a ‘get tough’ policy on big business. The antithesis is a challcnge to the thesis, with
opposite characteristics, although the two need not necessarily represent polar or complete opposites
{Gist, 1968].

3. A subsequent melding or blending of the thesis and the antithesis results in what is called the

synthesis, a philosophical position or institution between the original thesis and the antithesis [Gist,

1068].
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Figure 2.1.7. The dialectic process:

“Thesis™
Department store
high margin
low furnover
high price
full service. . .
downtown location Synthesis
plush facilities Discount department store
average margins
average turnover

. RT modesl prices
*Antithesis P

- limited services
Discount store suburban locations
“low margin

high turnover
low price
self-service

low rent locations

maodest facilities

spartan facilities

[Source: Lewison, 1997, p.641}

Synthesis 1s not necessarily the end of the process, instead it can become the thesis in further
evolution, provoking an antithesis which results in further synthesis, and so the process continues

{Gist, 1968]. In effect, a synthesis of institutions can become a new thesis, open to challenge by an

antithesis institution [Kaufman, 1985].

Described as a ‘mutual adjustment process’, the dialectic process is a form of compromise,
accommodation or even regression of two competing value systems embodied in two different
nstttutional types {Markin and Duncan, 1981], which may, over time, result in temporary resolution
of the conflict between the two types. It holds that various retail types ‘negate’ their competitors’
advantages by taking on their strengths, thus mutually adapting [Kaufiman, 1985], in a process

labelled a *melting pot’ theory of retail institutional change [Lewison, 1997].

Evidence

US department stores developed because some retailers were attracted by the high-margins earned by
specialists, and gradually added new lines, eventually resulting in the department store [Bucklin,
1972], implying that the early department storc represented synthesis between the low-margin
general retailer and the high-margin specialised rctailer. The department store itself became a thesis,

as mail-order companies emerged as a challenging antithesis; again resulting in synthesis as leading
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mail-order companies Sears Rocbuek and Montgomery Ward moved into fixed-store retailing and

became departient store operators themselves [Bucklin, 1972].

Later in retail evolution, Gist [1968] considered the US department store to be a thests, challenged
by an antithesis, the discount operation, which opposed the department store in terms of location,
level of service, orgamisational structure, mark-up policy, level of stockturn and margin
requirements. In time, the discount department store emerged, a synthesis of the two forms, with a
margin and turnover policy mid way between them [Gist, 1968; Davies, 1976]. Similarly, Jung
[1961], revealed a narrowing of the priee differential between Chicago diseount houses and
conventional retailers of durable goods, particularly department stores, which he attributed to
conventional retailers’ elimination or medification of serviees in order to become more price
competitive, and discount houses’ addition of some service and costs in the form of better
showrooms and more expensive locations, supporting the principle of synthesis before its
transposition to retailing. Tillman [1971] also found that US diseount stores moved to more

expensive locations and added sidelines such as drug and groeery departments, until they resembled

discount department stores, far from their original form.

Later department stores’ foeus on high fashion merchandising while abandoning many staple
elassifications contradicts department storc-diseount store synthesis [Hollander, 1980], while their
adoption of self-service and high density display techniques, plus the emergence of ‘upgraded’
discount stores supports it [ibid.]. Department stores’ discounting of merchandise similar to that
offered by off-price retailers negated the challenger’s strengths to some degree, argues Kaufman
[1985]. Similarly, in the UK, London ‘middle-class’ co-gperative socicties of the 19% century, which
were industry priee-setters, forced competitors to follow their price-cutting, cash-sales policies, and

eventuaily became largely indistinguishabic from privately-owned department stores [Pennance and

Yamey, 1955].

The fight between downtown department stores and suburban shopping centres led to the
development of a synthesis, with department stores establishing branehes in suburban shopping
centres [Gist, 1971, and merchants establishing downtown shopping malls [Etgar, 1984], and
discount department stores [Brown, 1987b, 1988a]. Similarly, Mason and Mayer [1990] consider

that the department store (offering both hard and soft goods, a wide array of services, and attractive
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surroundings) represented a thesis, the discount store (offering similar merchandise, but in
unattractive, low-cost surroundings, without services such as credit and delivery) its antithesis,

resulting in synthesis, namely the promotional department store such as K-Mart, a blend of the

strengths of both.

Preferring to employ biological analogics, Dreesmann [1968] referred to a metamorphosis of
superettes, drugstores and small variety stores into new forms which were indistingunishable to the
untrained eye, while Bucklin [1972] states that in the US, the chain store system spread quickly from
variety store retailing, where it originated in the late 19™ century, to the pharmaceutical, clothing,
furniture, shoe, food and department store fields, suggesting that a degree of synthesis occurred to

which Kacker [1988a] added the field of toys.

Pennance and Yamey [1955] noted tendencies towards synthests in UK grocery retailing, namely
that in the second half of the 19™ century, privately-owned grocers adopted characteristics of co-
operative societies, including the payment of patronage dividends, while Duncan [1965] claims that
the US independent grocery store and independent meat store merged into the combination food

store, and then the supermarket, both writing prior to the formal transposition of the Dialectic

process.

In the USA, the thesis of established food retail chains was challenged by independent operators,
who seized the early supermarket initiative, representing an antithesis. Chains of supermarkets
resulted from both estabhshed retailers moving into supermarkets themselves and the growth of
independent supermarket pioneers into chains (Bucklin, 1972; Etgar, 1984). These efforts soon
became obsolete, however, and a second antithesis emerged as a second wave of larger supermarkets
developed from the 1960s [Bucklin, 1972]. In the UK, melding of the traditional counter-service
grocery store and the supermarket, its antithesis, resulted in a synthesis, the self-service grocery store
[Davies, 1976, Brown 1987b, 1988a], while in LDCs, entrepreneurial retailers have created mini-
supermarkets that are an intermediary step between traditional small food stores and supermarkets

[Goldman, 1981], representing synthesis of the two.

The ‘soft goods’ discount house is a synthesis of soft and hard goods retailers, which were

challenged by self-service supermarkets [Bucklin, 1972], and the ‘Toys R Us’ chain blends the
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concepts of self-service, discounting and speciality retailing [Kacker, 1988a], while a catalogue
showroom is a hybrid of traditional retail merchandising, with in-store counters and displays, and
non-store retailing, offering telephone and mail-order shopping [Korgaonkar, 1981], supporting

matil-order companies’ moves into both traditional retailing and catalogue showrooms following the

1920s decline of the US mail-order market [Duncan, 1965].

There is further evidence of cstablished retailers’ dialectic reactions to low-cost entrants in Appendix
8. In short, however, there 1s significant evidence of dialectic tendencies in retailing, which has been
observed between general and specialised retailers, department stores and discount operations;
department stores and mail-order houses; department stores and supermarkets; co-operative and
private retailing; superettes, pharmacists and vartety stores; self-service and numerous retail forms;
food chains and supermarkets; counter-service grocers and supermarkets; hard & soft goods retailers
and supermarkets; and traditional retaill merchandising and non-store retailing. Many retail forms
have emerged due to partial synthesis, at least, occurring between conflicting retail types, including
department stores, discount department stores, soft goods discount houses, suburban department

stores, supermarket chams, self-service grocery stores, catalogue showrooms, and wholesale/

warchouse clubs.

Forces driving Dialectic evolution

When attacked by a new retail form meeting with great success and expanding rapidly, established
retailers can be driven to undertake a conscious revolution, wilfully transforming themselves as
quickly as possible into the more modem type [Dreesmann, 1968]. Similarly, the penetration of local
discount competition was found to be directly related to department stores’ adoption of self-service
and implementation of direct price matching and repositioning policies [Gross, 1964], suggesting
that department stores were reactive rather than proactive. In the same vein, US food retail chains

rapidly evolved to become supermarket chains when new and deadly supermarket competitors

appcared [Dreesmann, 1968).

Any cstablished retail formula will always attract an ‘opposite’ [Filser, 1984]. For example a retail
sales format offering no service will cmerge to compete against a format with high levels of service,

forcing the latter to adopt certain characteristics of the innovator, driving a degree of convergence

betwecen the two [ibid.].
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US depariment stores’ adoption of private label, which was an attemipt to develop a new differential
strength, drove synthesis because private label is easily replicated [Kaufman, 1985]. Extensive
upgrading of services, including the sales environment, also tends to move stores closer together,
particularly when major players embark on extensive store remodelling programmes [tbid.] and

common responses to the changing environment drive synthesis [1bid.].

In the eyes of US consumers, the differences between department stores, discount stores, mass
merchandisers, speciality stores and off-price retatlers are diminishing [Kaufman, 1985], due to a
proliferation of branded merchandise at discount prices, growth of private label, extensive storc

upgrading, and improved services, yet stopping short of full synthesis.

Strengths, weaknesses and uses

The dialectic process is a means through which to observe and explain retail change more
systematically {Gist, 1971], particularly that brought about through competition [Fullerton, 1987]. Tt
is ‘a comprehensive strategic tool in analysing today’s rapid retail evolution’, [Kaufman, 1985], a
useful management tool for identifying potential strategic problems, that may also assist in the
antictpation of future competitive response to strategies (ibid.]. Recognising a synthesised
marketplace presents rctailers the opportunity to differentiate and grow [ibid.], rather than trying so
hard to emulate others’ strengths that few real strengths of their own emerge [ibid.]. Conversely,
efficient and successful retailers often profit from the entry of ‘revolutionary’ firms, by applying to

their own business any new innovations they offer, tuming a temporary disadvantage nto a long-

term benefit {Jung, 1961].

In effect, the dialectic process teaches retailers that they must maintain vision and institutional
flexibility, as those that do are able to avoid the synthesis trap, identify new opportunities early,
reposition therﬁselves rapidly, and pre-empt competition in profitable growth markets [Kaufman,
1985]. When faced with the challenge of an innovator, established institutions must either respond or
risk failure, but the melding process is by no means inevitable [Brown, 1988al, as it is still possible

to develop non-emulatable strengths [Kaufman, 1985].
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The Dialectic process explains what happens to a retail innovation once it appcars on the retail scene
and how it becomes accepted in the retail community, but fails to explain how and why a specific
retail innovation appears and succeeds, while others fail [Etgar, 1984]. 1t 1s of ‘limited interest’
because of the difficulty i pinpointing the position of a format in its dialectical process, according to
Filser [1984], and, like other theories of retail change, is accused of only addressing a partial aspect

of retail change — evolution following inception [Etgar, 1984], but provides a clear, useful process of

retail institutional conflict nonetheless.
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2.1.8 Overview of the theories of retail change

Theory

Key hypothesis

Cases of applieation

Cases of non-
application

Notes

Wheel of
Retailing

low-price, low-quality
operations ‘trade-up’ to
become high-price, high-
quality operations

Widely observed in
many areas of retail
change, in particular
in high-level,
developed
gCoOnoMmies.

Not applicable to all
areas, even in the
US and the UK.

Not applicable to
countries with low-
level economics.

Has received the most
academic attention, but
addresses only one aspect
- trading up. Numerous
causes of trading up
advanced, but no
consensus rcached.

Retail
Accordion

wide-range, general retail
operations give way to
narrow-range, specialised
retail operations, which in turn
give way to wide-range,
general retail operations, and
50 O,

Successfully applied
to many areas of
retail change, but
these are
concentrated in the
USA and Europe.

Not applicable to all
areas, sevcral cases
of non-application,
gven in the USA and
Europe.

Again, addresses only one
aspect - eyele in which
traders alternate between
speeialisation and
diversification. Less
academic scrutiny than
Wheel, but many causes
proposed

Polarisation
Principle

The growth of large
institutions creates a market
for small, convenience stores,
located near to people’s
homes.

Successfully applied
to several countries,

nolably the USA, the
UK, Western Europe
and Japan

Has not received
sufficient academic
attention for cases of
non-application to
arise.

Has not received large
amounts of academic
attention, and again
addresses only one aspect
- the relationship between
large and small stores.
Limited debate on causes
of the process.

Multi-
polarisation
madel

Suggests that developments at
onc end of the price,
assortment or service level
spectrum will induge counter-
balancing activities at the
opposite end.

Has not received
sufficient academic
attention for cases of
application to arise,
although those of the
Wheel, Accordion &
Polarisation Principle
remain valid.

Has not received
sufficient academic
attention for cases of
non-application to
arise, although it
must suffer the same
criticisms as the
Wheel, Accordion &
Polarisation
Principle.

Combines the Wheel,
Accordion and
Polarisation models, but 15
nut thoroughly tested
itself. Addresses multiple
aspects of retail change,
and retains conceptual
clarity.

Retail Life
Cycle

An institution goes through
stages, or life cycles, from
birth, through to growth,
maturity and decline.

Valid for many retail
formats in the USA,
but has received little
academic attention,

Has not received
sufficient academic
attention for cases of
non-application to
arise.

Not thoroughly tested
Observed parallel with the
wheet of retailing,
Limited academic
attention means few
causes have been
advaneed.

Darwintan
Theory

The reaction of individual
instifutions to changes in their
environment is the key to
survival,

“Survival of the fittest”

Has not received
sufficient academic
attention for ¢ases of
application 1o arise.

Has not received
sufficient academic
attention for cases of
non-application to
arise.

Not thoroughly tested.
Easy to envisage, but in
many ways a statement of
the obvious, with no
clearly stated cause of
process.

Dialectic
Theory

Retail change is a result of
negation of competitors’
advantages. In time, mutual
adaptation takes place. “If you
cant beat them, join them™
[Mason and Mayecr, 1990]

Part synthesis
observed in UK food
retailing, and other
markets,

Full synthesis not
yet observed,

Easy to envisage.
Observed, at least in part.
Fails to account for the
influence of the operating
environment.
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2.1.9 Conclusion

The various theories of retail change are eriticised most frequently for addressing only one aspect of
retail change, not being applicable to all types of economy, having cases of non-conformity in
qualifying economies, and for focusing excessively on US retail change. In response to this,
proponents would argue that addressing only one aspect of retail change (three in the case of the
multi-polarisation model) allows a model to retain the possibility of presenting a conceptually clear
and unmuddled message, that the vast cultural and economic differences between the developed and
the developing countries make it nnreasonable to expect any single theory of retail change to apply
universally, and that exceptions to the rule are common in many theoretical fields, meaning that
examples of theories failing to explain retail development will always surface, no matter how

sophisticated the theory, although this does not automatically mean that a theory should lose its

respected position (see appendix 6).

Awareness of the criticisms of the theories is central to overcoming any bias that may be inherent in
them, a theory should never be considered universal, as by definition this would mean it becoming a
law (appendix 6), and there is always a possibility that the case in question could be an example of

non-application. Exccssive focus on the USA can only be addressed by research and application of

the theories in other settings.

There is confusion as to whether theories of retail change should be applied to retail institutions or
companies, far removed events are distorted by the lack of good historical information, definitions of
institutions can be misleading, and, as with cloud watching, the data becomes vagner and vaguer as it
is approached [Hollander, 1980]. The ahistorical nature of the theories of retail change means that we
can never be sure that the patterns will continue into the future [ibid.], and they are said to attempt to
predict the future by taking the cultnral/historical setting as static [Kumecu, 1987]. Analysis rests too
heavily on selected examples [Hollander, 1980; Brown, 1897b], meaning that writing on the subject

generalises excessively, claiming relevance beyond the single line of trade and short period into

which research was carried out [Savitt, 1989].

Cyclical theories are described as simplistic, overly speculative, deterministic, offering insufficient
explanation of how and why change takes place, failing to recognise that change can be cxplained

only within the broader context of the society and culture [Markin and Duncan, 1981], heing
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preoccupied with pattern, lacking firm cmpirical support, and presupposing long-term retail
institutional equilibrium [Brown, 1987b, 1988a]. In addition, most cyclical theories are considered as
relating to partial, rather than complete, cycles, meaning that they deal only with the rise and fall of
institutions, rather than with a repetitive, truly cyclical, wave-like phenomenon [Gist, 1971; p.364).
The environmental approach relegates the innovator to a role of secondary importance, presents
rctail institutions as passive and automatic, and ignores the decision-making element, contends
Brown [1987b, 1988a], the majority of studies on the environnental approach arc anecdotal rather
than analytical [ibid.], and favourable environmental conditions by no means guarantee the
emergence of a retail institution [ibid.]. Conflict models pay little attention to the reasons behind the
success or {ailure of institutions [Etgar, 1984; Brown, 1987b], the origins of institutions, or the form
they eventually take [Brown, 1987b]. Moreover, they fail to incorporate external influences, with all

change rather narrowly being seen as resulting from inter-institutional strife {Brown, 1987b, 1988a).

Extensions to theories have generally disappointed due to their lack of conceptual clarity, despite
notable exceptions such as Brown’s [1987a] multi-polarisation model, and have failed to ignite
academic imagination. The basic concepts of the various theories, however, are relatively well
founded, and retail change in the developed, free world frequently demonstrates their relevance. The
review of the literature pertaining to the theories of retail change (2.1) identifies many dozens of

cases of application, and arguably more importantly, cases of non-application, driving forces, and

consequential effects of retail change.

Argnably the most significant application of retail change theory, however, is to individual retail
firms [Brown, 1988b], which maximises their strategic value and stimulates academic debate [ibid.].
This approach is gaining momentum, and alleviates the problem of lack of detailed statistics, side-
steps the problem of institutional definition, gives institutional concepts managerial relevance
[Brown, 1988a], and fits in with modern retail history, which is often sct in the framework of
company history and merchant biography [Hollander, 1963). This study straddles the traditional
‘institutional” approach and the morc recent, company-specific approach, by allowing retail movers

and shakers from various rctail company backgrounds to explain their understanding of the UK food

retail industry since 1950.
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2.2 Review of published literature on UK food retailing

Although there is a considerable, albeit fragmented, body of published literature on the theories of
retail ehange, little attention had been paid to the evolution of UK food retaiting itself. The last major
chronicle of UK retail development was published nearly 50 years ago by Jefferys’ [1954], and was
an epie chronicle of British retail development from 1850-1950 explaining retail evolution in
general, while devoting significant attention to the grocery trade [pp.126-180], among other types of
food retailers. Although it is impossible to do justice to Jefferys [1954] work in few words, the
period covered is significant as it included the growth of co-operative societies, following on from
the 1844 Rochdale Pioneers, finding that the key co-operative ecatalysts included the growth of mass-
produced products in the industrialised society, which were better suited to retait by large-scale
retailers, the unsatisfied food needs of the late-19™ century working elasses, to whom price became
more important prior to World War 1. In the inter-war period, rapidly growing large-scale
manufacturers attempted to control the retailing of their products more closely, and private, skilled
grocers lost ground to both multiples and co-operatives, who increasingly secured the prime

locations and the largest customer bases, while multiple growth outpaced that of co-operatives.

The second hatf of the 20" century, however, suffered a serious drought in literature on UK food
retail development. Books tended to concentrate on specific fields of retail development such as
resale price maintenanee, trading stamps and Sunday trading, or were specific retail company
histories or key personalities® biographies. All these approaches are valuable and serve a purpose,
but do not go a long way towards a eomprehenstve post-war food retail history, explaining how and
why developments oceurred. Recent moves redress this balance somewhat, particularly Seth and
Randali’s [1999] work outlining the development of the leading contemporary food retailers,

providing an authoritative voice on the development of individual food retailers.

Litcrature foeusing on a single element of retail development are a useful source of detailed
information. The 1ssues addressed tend to be thc most hotly and longly debated ones, such as RPM
[Yamey, 1954, 1964, 1966, MacDonald, 1964, Stamp, 1964; Crane, 1969], trading stamps [Fulop,
1973, Fox, 1968], and Sunday trading [URPI, 1983, Kay et al., 1984, Burke and Shacklcton, 1986,
1989; Kay, 1987; Burton, 1993; Healey & Baker, 1996]. Company histories and executives’

biographies coneentrate on the longest established retailers. The co-operative movement takes the
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lion’s share of attention [see for example, Hollyoake, 1897, 1907, 1908; Redfern, 1913, 1938; Smith,
1932; Carr-Sawnders et al., 1938; CWS, 1951; Bonner, 1970; Richardson, 1977, Kinloch and Butf,
1981], although like the movement itself, literature on it suffers from being rather fragmented in
nature. Sainsbury’s history is set out in detail by Boswell [1969] and Williams [1994a], while that of
Tesco is addressed in the biographies of Cohen [Corina, 1978) and MacLaurin [MacLaurin, 1999]
and the company histories of Powell [1983, 1991]. The devclopment of Kwik Save, now part of the
Somerfield group, 1s documenied by Sparks [1988], and thal of William Low, absorbed in 1994 by
Tesco, by Howe [2000]. Although M&S have only a minority interest in food, in comparison to
clothing, their long history has ensured a great deal of literary interest, through both company
histories [see for example, Rees, 1969; Briggs, 1984; Tse, 1985; Bookbinder, 1989, Burns and

Hyman, 1994;], and works of key executives {sce for example, Sieff, 1970; Sieff, 1986; Goldenberg,
1989].

Jeffreys [1954], however, remains the reference yardstick of UK food retail development, and a
sizeable void was left when this much quoted, oft referenced volume stopped at 1950. Although
there is a significant body of literature addressing UK food retailing in the post-1950 period, this 1s
focused on either individual companies, retail personalities, or specific developments, leaving an
unfilled vacuum for a major chromicle of UK food retail change on the second half of the 20"
century, taking an industry-wide, multi-development perspective, with an emphasis on explanation

rather than merely chronicling developments, a vacuum that this present study seeks to fill.
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Chapier 3.
Aims and Methodology

31 Aims and Methodology
A multi-stage approach was adopted to answer the aims and objectives of the research, which were

1dentified as being:

* to identify the elements of the theories of retail change best suited to explaining UK food retail

change post-1950, to use in forecasting.

* to develop new theory and better understanding of existing theory, grounded specifically in UK
food retailing post-1930.

» to uncover the forces drniving the changes identified as being important.

* to provide information to explain the key changes in UK food retailing post-1950

» to generate quotations and references to illustratc the changes, and to bring the projeet to life

with a human dimension.

Although initially it appeared ambitious to attempt to fulfil multiple criteria, many of the areas
shared common ground, and could therefore be addressed at the same time. In aiming to uncover the
forces driving the changes, a by-products was a ‘history’ of the major events to have taken place,
from the viewpoint of the mterview subject, because the interviews were unstructured (see below).

Likewise, the fifth objective of generating quotations and references with which to illustrate the

chronology was amply fulfilled in the intervicws.

Thus, the last three objectives were condensed into one main research agenda : to uncover the forces
driving changes in UK food retailing post-1950. In uncovering the driving forces, a history of the
main events to have taken place was developed, and quotations were obtained which were used to

cxplain the changing retail structure in chapters 5 and 6.

The first two objectives were also closely relatcd, as their common goal was to generate theory and
understanding of theory, grounded in UK food retailing post-1950, whether existing or new in origin.

Chapter 7 evaluates the success of this, and chapter 8’s forecast of likely future developments in UK

food retailing to 2010 is based upon it.
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In summary, the main objectives of the qualitative research were to uncover the forces

driving/constraining UK food retarl change post-1950, and to identify the patterns of these forces so

as to generate or verify retail change theory,

Secondary research and primary research both played a role, with primary research being the key
tool. Secondary data was used to chronicle the development of UK food retailing between 1950 and
2000, and pnmary research in the form of unstructured interviews generated explanations for this,
based on the lestimonies of key actors of the period, and also reinforced the major trends identified
from the secondary data. The qualitative data obtained from interviews with the decision makers of

the period forms the basis of the explanations advanced in chapters 4 and 5, and is supported by

reference to secondary materials.

The interview transcripts were analysed usitg a technique based on grounded theory to establish the
relevance of existing retail change theory to UK food retail change post-1950, to generate new
explanations and better understanding of the existing body of theory, and to suggest new theory, all

grounded in UK food retail change post-1950.

Primary research in the form of a Delphi survey was used to make a forecast of likely developments
in the sector to 2010, and a second forecast based on relevant theoretical aspects was compared to
this. A third forecast, based on hikely socic-economic and technological trends was produced from
secondary sources, as socie-economic and technological change has been a major influence on UK

food retail development post-1950, and 1s likely to continue to be.

3.1.i: Secondary Data

Books, industry reports, magazines and journals were studied before the primary research was
undertaken, with the aim of developing a thorough understanding of UK food retail change post-
1950, before beginning the interview process. This was necessary in order to be able to ask relevant
questions it the interviews, to understand responses to questions, and to be able to probe further
when necessary, as well as to find statistics suitable for illustrating the changing nature of UK food
retailing. The primary aim, therefore, of the secondary research was to provide a background
knowledge and understanding of the forces driving UK food retail change which could be expanded

and extended during the primary research phase, and to uncover statistics for illustrative purposes.
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The Grocer was studied in the early phase of secondary rescarch, at the 1GD which holds a collection
dating back to the 1Sth century. International Journal of Retail and Distribution Muanagement
(replacing Retail and Distribution Management) approaches the material with more academic rigour,
and provided some good reference articles from 1974 onwards. Retail Business, published by
Economist Publications was another good source of materials, particularly of statistics, from 1969-
1998. Service Industries Journal occasionally focuses on retailing, and provided a few useful insights

from 1981, as does The Economist, which was studied from 1970 onwards.

Govemment publications provide valuable data on the structure of the UK food retailing, but data is
limited post-1975, because “the provision of government statistics in general and those of the
distributive trades in particular slowed down as the Government of 1976 to 1979 sought to cut
government expenditure” [Moir and Dawson, 1992; p.26}, a programme which the incoming
government of 1979 accelerated [1bid., p.26]. The Census of Distribution, taken in the years 1950,
1957, 1961, 1966 and 1971 is a valuable source of statistical information, although some
classifications change from year to year, sometimes making comparative analysis difficult. It was
also based on a sample in 1957 and 1966, making data from these years less reliable. It was replaced
by the Retail Inquiry, the results of which were published in Business Monitor SDA25/8DO25:
Retailing, but was less useful because it failed to include statistics on shop sizes and the geographical
distribution of retail outlets [ibid., p.25], and altered its definitions and classifications so frequently
that it made use of the data difficult [ibid., p.26], and was published only for the period from 1976 to
1986, annually at first, then biannually. A full evaluation of government and non-government sources
of retail and wholesale statistics has been carried out [Moir and Dawson, 1992], and the primary aim
of researching such sources was to obtain statistical data. As the definitions employed have altered
over the years, care needs to be taken when interpreting results in detail, but for the purposes of a

qualitative study it remains valuahle as a means of depicting long-tcrm trends.

Finally, newspapers were not neglected, and of particular use was The Financial Times, which
periodically addresses 1ssucs relevant to the food retail industry. The Times was also useful on

occasions, as was The Guardian.

71



3.1.ii: Primary Data - qualitative research .

Qualitative research was undertaken to establish ‘how’ and ‘why’ changes took place in UK food
retailing post-1950. The primary aim of the research was not to discover ‘what’ the changes were,
although this was in fact a desired by-product of the research, the principle objectives were to

uncover the forces driving or constraining change, to corroborate the key changes identified from the

secondary research, and to explain how and why change took place.

Qualitative research is particularly sutted to answering ‘how’ and ‘why’ questions [Yin, 1994], so it
was clear that this was an appropriate approach. In addition, the decision to undertake qualitative
research was supported hy the fact that numerous contacts were available in the industry, and were a
potential source of original data that could provide new insight into the changes that have taken

place. Qualitative research, through interviewing, seemed the natural and most effective way to

benefit from this potential.

Quantitative research is well suited to the manipulation of raw numerical data, while qualitative
research is likely to be of more use in discovering the forces at work behind the data. Qualitative
research was deemed appropriate for this project because it is “a source of well-grounded, rich
descriptions and explanations of processes” [Miles and Huberman, 1984}, offering “opportunities to
develop analytic perspectives” [Miller, 1997], and it allows the researcher to “preserve chronological

flow” and “derive fruitful explanations™ {Miles and Huberman, 1984].

The outlined advantages of the qualitative research technique fitted well with the main aim of
uncovering the forces at work behind the changes. Qualitative research also has the advantage that
the end result is in words, which to quantitative advocates may seem a disadvantage. In this case,
however, the use of words has certain advantages, namely that they have a “concrete, vivid,
meaningful flavour that often proves far more convincing to a reader than a page of numbers” [Miles

and Huberman, 1984]. Qualitative research, thus, is conducive to the production of a readable end

product.

Qualitative research is a broad term encompassing numerous different techniques such as “case

studies...ethnography and grounded theory” [Yin, 1994]. Having chosen to undertake qualitative



research because of its general suitability to the research agenda, it was necessary to choose a

specific technique.

ldeally, two or more sets of qualitative research could have been carried out, as the verification of
existing body of theory would traditionally have taken a different approach from the generation of
new theory. Time constraints, however, ruled this out at the outset. The research was limited by time,
as wcre the interview subjects, so it was decided to interviews key decision makers of the period, in a

way that would accommodate both the key research objectives of the qualitative research.

It was decided to conduct unstructured interviews, A study of the literature and examples of
qualitaiive research suggested that a structured approach to data collection can force or bend data to
(it categories, encourage the overlooking of underlying phenomena [Miles and Huberman, 1984}, and
SUppress 'unexpected revelations [Baszanger and Dodier, 1997). The unstructured approach is more
likely to uncover unexpected revelations and underlying phenomena, better suited to theory
generation [Glaser and Strauss, 1967], and practitioners have found that “...generating theory goes
hand in hand with verifying it” {ibid.]. The unstructured approach promised to satisfy all the research
objectives, and presented the opportunity to allow subjects to digress, which often results in ‘useful
information’ [Simon, Sohal and Brown, 1996], largely because it encourages subjects to behave in an
‘endogenouns manner...not influenced by the study arrangements’ [Baszanger and Dodier, 1997}, and

enables people to tell “real” stories’ [Simon, Sohal and Brown, 1996].

The unstructured interview approach aimed to encourage the subject fo explain the changes important
to him or her, and to avoid any ‘leading’ of the subject. Questions asked were to clarify
understanding of points rather than to influence the course of the conversation, an approach which
has been shown to bring many benefits, notably by‘ Terkel [1972], who claims to simply turn on his

tape recorder and invite people to talk:

“In short, it was conversation. In time, the sluice gates of damned up hurts and dreams

were opened’ [Terkel, 1972}

The unstructured interview technique was employed, based upon Tecrkel’s technique, and the
interviewer simply introduced himself and explained his objectives for the interview. The subject of

the intcrview was then asked to explain what, in his or her mind, were the most important changes to
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have taken place in UK food retailing since 1950, and to explain how and why they happened.
Further questions followed in arder to clarify points, while remaining sensitive so as not to divert the
path of the interview. The questions were of a casual nature, as asked in a conversation, a technique
that has been successful in Terkel's work, and were normally saved until the end of the interview to

avoid interrupting the flow of conversation.

Bias is a problem inherent in quahtative research, and although hard to quantify, it is certainly
impossible to eliminate. It has been shown to enter the research at several stages, including the
selection of the researcher [Miller and Glassner, 1997], the way in which questions are asked
[Holstein and Gubrium, 1997), asking the wrong questions [Kirk and Miller, 1986], and through the
influence of subjects’ opinions [Kirk and Miller, 1986].

In short, bias is inherent in qualitative research through interviewing. While the elimination of bias is
unrealistic, the study aimed to minimise it by allowing the interview suhjects to drive the direction of

the interview, and by venfying stories and claims in later interviews.

Having established what the research aimed to find out, and established the basic format of the
interview, it remained only to decide on the method of data analysis. A method based on the
grounded theory technique was chosen [Glaser and Strauss, 1967; Strauss, 1987], although existing
knowledge of the thcories of retail change precluded use of the grounded theory technique in its
purest form, as this involves the researcher approaching the data with little or no knowledge of

existing theory in the area [Goulding, 1999, p.869).

The grounded theory approéch, however, does allow ‘concepts and theories from related fields (to
be) explored to provide and enhance theoretical sensitivity throughout the process’ [Goulding, 1999,
p.868], although they should not be allowed to colour the perceptions of the researcher [ibid., p.868-
9]. Prior theoretical knowledge is therefore not necessarily an impediment to the successful use of the
grounded theory technique, and in fact plays a sensitising role [Glaser, 1978], as long as the

researcher avoids constraint of vision, which can cut off the possibitity of developing new theoretical

msight.
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Although not explicitly using the grounded thcory approach, research using techniques drawing on
‘recommendations by Glaser and Strauss [1967] and Miles and Huberman [1984], has successfully
established that ‘some elements suggested by the literature and prior intuitions could be grounded in
evidence, while others could not’ [Sutton, 1987; p.547]. 1t was decided to adopt a similar approach,
based on grounded theory, as proposed by Glaser and Strauss [1967] and Miles and Huberman
[1984], to generate new understanding of retail change, whether entirely new theoretical ideas, or
enhanced understanding of existing ideas, and to evaluate the relevance of the body of existing retail
change theory, grounded in UK food retail change post-1950. The researcher remained sensitive to
new theoretical developments throughout the interview process, allowing explanations of change to
emerge, rather than forcing them to fit existing theories, despite a knowledge of the existing body of
retail change theory prior to undertaking the interviews. In fact, it is rare for studies to genuinely
interweave data collection and theorising of the kind advocated by grounded theory [Bryman and
Burgess, 1994, p.6], and the technique ‘is widely adopted as an approving bumper sticker in
qualitative studies’ [Richards and Richards, 1991; p.43)], making an adapted approach seem more

appropriate than bending a technique to fit the needs of the project.

A key principle in the grounded theory technique is its emphasis on ‘the generation of theory and the
data in which that theory is grounded.” [Strauss, 1987 ']. The rescarcher is said to benefit from
‘regarding all theoretical cxplanations as provisional, and following clearly defined research
procedures’ [Carson and Coviello, 1996]. The fact that all concepts are initially regarded as
provisional brings rigour to the technique, and the approach based on the grounded theory technique
aimed to preserve this. The modified approach, based on the grounded theory technique, answered
the research agenda of verifying existing theory, providing new explanations and generating new
theory, grounded in the testimonies of key decision makers whose strategic vision and foresight was
instrumental in shaping UK food retail change in the second half of the 20™ century. In approaching
only key decision makers, such as chief executives of the period, the research objcctive of developing
an understanding of the key forces shaping change over the period was more likely to be answered,

as these are the people who made the actual decisions shaping change in the industry.

The sample of interview subjects was drawn up over several brainstorming sessions with industry

contacts, and was revised on each occasion. The sample focused on senior (board level) members of

' Reproduced in Glaser [1978].
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the important food retail organisations of the period, or those who could tell about them, and ou
senior characters specialised in specific ficlds. Some of the key movers and shakers of the period
were deceased, and others declined to be interviewed, but of the 39 subjects approached, 23 agreed to
be interviewed, representing an uptake rate of 59%. Four of the recordings were sadly unusable due

to their poor quality, and the 19 usable interviews undertaken for the research are detailed in figure

3.1.11a, which also briefly summarises their retail careers:

Figure 3.1.iia: Interview subjects:

Interview Brief career history Period of Other appointments
subject activity
Tony de Journalist, rising through local papers | 1953-1996 Magazine Editor of the Year, 1971,
Angeli OBE & Fleet Street agencics to become Regpular contributor on BBC Radio 4°s immy
editor of the Grocer, and Marketing Young programme (Thursdays), for last 29
Director, Publishing Director and years.
Editotial Director of William Reed Regular contributer ta leading magazines,
Publishing. newspapers, TV & radio.
Has been a member of TGD Execntive Council,
chaired the 1995 MAFF Nutrition Task Force.
Non-Executive Director of Blenheim Group,
1991-1996; Chairman, Tarsus Publishing,
1999-present.
Peter Asquith | Macgay Ltd. - Property Company. 1980-2001
Asquith Dairies - ASDA. 1965-1980
Supermarkets - Meat. 1947-1965
Royal Navy. 1945-1947
Family Business - Meat. 1943-1945
Tony ASDA, joined as Divisional Director, 1985-2001 Non-Executive Directorships for First Choice
Campbell Operations Services rising to Holidays plc., Virgin Wines, Pets at Home Lid.,,
Operations Director, Joint Managing Blackwell Books, Red Devil and Alaska Food
Director, Trading Director, and more Diagnostics.
recently Depnty Chief Executive.
Formerly held senior management
positions at J Sainsbury ple and
Hillards Superstores.
Denis Cassidy | Liberty plc, Chairman. 1995-1997
Oliver Group, Chairman, 1992-1999
Boddington Group plc, Chairman. 1989-1995
Storehouse plc, Deputy Chaimman. 1986-1987
British Home Stores ple, Chairman, 1969-1986* * metger in 1986: Habitat-Mothercare
Chief Executive Director {various
roles), Executive.
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Trevor Dixon

Association of Convenience Stores,
Chief Execntive.

Independent Consultant,

Numark Chermists, Development
Manager rising to Managing Director.
Allied Grocery Distributors (VG Food
Stores), Marketing Director, rising 10
Managing Director.

Key Markets, Senior Grocery Buyer.
Alliance Wholesale Grocers, Buyer,
Lipton Ltd, Buyer.

1994-present

1989-1994
1984-1989

1670-1983
1967-1970

1962-1967
1956-1962

Bob Fee

Responsible for Food Operations at
Marks & Spencer, which included
Marketing, Supply Chain & Store
Development.

Cost & Management Accountant,
working in a variety of roles for
British Rail, Unilever and Marks &

Spencer.

1992-2000

1967-1992

John Fletcher

Consultant, lecturer & broadcaster, re.
food industry.

1991-Present

Ecllow, Institute of Groccry Distribution.
Companion, lnstitute of Management.

Barker & Dobson, then Budgens plc., [985-1991]
Chairman & Chief Executive.
ASDA, Managing Director. 1681-1984
Oriel Foods, Chief Executive. 1978-1980
Mike Groves Retailing World. Founder/Editor. 1984-1992
Trade Marketing Consultant. 1982-1998
International, Marketing Director, 1975-1981
rising to Managing Director/CEQ, ‘
Tesco, Bnying & Marketing,. 1968-1975
Michael Has worked in retail market rescarch 1970-present
Hague-Moss for over 20 years on behalf of many of
Britain's leading retail organisations.
Cilive Humby | Dunnhumby, Chairman. 1989-present | Instrumental in the application of ACORN to
CACI, Chief Executive. 1985-1989 retailing. Specialised in the application of
CACI Analyst. 1976-1984 loyalty scheme data.
Sir Dennis CWS, Chief Executive 1980-1992
Landau CWS, Deputy Chief Executive, 1974-1980
CWS, Controller - Food Division. 1971-1974
Cadbury Schweppes Ltd. 1952-1971
Lord Tesco, Chairman . 1985-1997 1GD President, 1989-1992,
MacLaurin of | Tesco, appointed Deputy Chairman. 1983 Retait Consortium, Foed Policy Group,
Knebworth Tesco, appointed Managing Director, 1973 Chaitman, 1980-1984.
DL Tesco, appointed to the Board, 1970 Stock Exchange Advisory Committee member,
Tesco, Management Trainec, rising to | 1959 1988-1991.
senior level in Retail Operations. Non-Executive Directorships for Enterprise
Oil, 1984-1990; Guiness, 1986-1995; National
Westminster Bank; 1990-1996; Gleneagles
Hotels pic, 1992-1997, Whitbread plc, 1997 to
present; Vodafone, 1997-present, rising to
Chairman, 2000.
David Malpas { Tesco, Managing Director, 1986-1997
Tesco. 1966-1997
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Lord Sainsbury’s, Chairman & Chief 1969-19592
Sainsbury of Executive.
Preston Sainsbury’s, appointed Vice- 1967
Candover KG | chairman. 1958
Sainsbury’s, appointed Director. 1950
Sainsbury’s, entered service.
Alan Mathercare plc, Chairman. 199G-present | Current Positions: Non-Executive Directorships
K P.Smith Kingfisher ple, Group Chief 1993-1995 for Colefax & Fowler plc; leeland ple;
Executive. 1978-1993 Whitehead Mann plec; Space NK Ltd; The
Marks & Spencer ple, Main Board Health Clinic ple, Governor, South Bank
Director. 1964-1978 Centre; Board Member, Art & Business.
Marks & Spencer plc, Management Past Positions: Non-Executive Director, Textile
Trainee rising to Executive. Industry, 1979-1984; British American
Chamber of Commerce, NYC, 1987-1990:
Institute for Food Research, 1990-1992;
London Business School Development Board,
1991-1995,
Sir Noel Associated Dairies, rising to 1946-1986
Stockdale Chairman.
David City Retail Analyst. 1985-present
Stoddart BhS. 1983-1985
British Steel. 1976-1981
Richard WCRS, rising to Vice President, 1975-present
Swaab Has worked in advertising for CDP,
Ogilvy and Mather, and Lowe Lintas.
Bridget Has managed Sainsbury’s Archives, 1982 -present
Williams developing it from a small collection
into one of Britain’s most respected
business archives.
Visiting fellow in business history, 1991-present
Reading University.
Lecturer in economic & social history. | 1982-1986

This study makes use of extensive contacts with strategic decision makers in UK food retailing to
explain why the industry evolved as it did. [ncluded in the interview subjects are chairmen, chief
executives and other senior executives of the largest UK food retail companies, who were
instrumental 1in making the decisions that shaped the food retail geography of the UK over the second
half of the 20th century. It is this proximity to the movers and shakers of the industry that lends the

explanations contained in this study weight, and makes it umque and original.

Finally, 1t 1s necessary to justify what could be perceived as a largely historical approach. The
literature on UK food retail change in the second half of the 20" century is severely limited (sec
above), marketing history provides an avenue for preparing for the future, adds a robust quality to a

discipline [Saviit, 1980], while it can also be used in the verification and synthesis of hypotheses
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[ibid.]. In addition, understanding the process of past change might make the future more manageable

[Savitt, 1982], hence the decision to forecast likely change to 2010 using the theories of retail change

found to be of most relevance in recent retail evolution.

3.L.iii: Primary Research. The Delphi Technique.

The Delphi technique was chosen to make a forecast of iikely developments in UK food retailing to
2010, primarily because it is a forecasting technique that is based upon the ‘expert’ opinion of a
panel of members. The panel was made up of key decision makers, in a position to influence the

future development of leading companies, and therefore industries as a whole, which can be expected

to yield a more accurate result than a lower level panel.

The traditional four round approach to Delphi forecasting (appendix 5) was considered too time-
consuming for the high level executives approached to take part in the forecast, and it was felt that
this would discourage them from taking part, bringing down the participation rate. An abbreviated
two round Delphi forecast was adopted instead, a technique that has previously been used by Riggs
[1683] and Ng et al. [1996], which promised o be a more acceptable proposition to those approached
to take part. Further Delphi rounds have been found to drive convergence of individual forecasts, but
the ‘pull of the median’ tends to be stronger than the ‘puil towards the true value’ [Brockhoff, 1984;
p.419], and ‘it seems that additional rounds yield small gains in accuracy’ [Armstrong, 1985; p.119],

suggesting that a shortened Delphi forecast can retain accuracy all the same.

Developed by the RAND Corporation, California, the Delphi technique was designed to overcome
the disadvantages of traditionat face-to-face expert discussions [Heliner, 1964], namely the tendency
for the member with the loudest voice or perceived greatest authority to have undue influence
[Helmer, 1967, Wolstenholme and Corben, 1994], unwillingness to abandon publicly expressed
opinions [Helmer, 1967], and the ‘bandwagon effect’ of majority opinion, where minerity members’
opinions can be bulidozed by those of the majority [Helmer, 1967; Linstone and Turoff, 1975]. 1t
aims to induce a panel of experts to refine their estimates of a quantity through a process of

successive approximation [Helmer, 1964], and is normally executed by post.

The Delphi technique retains the advantages of ‘expert consensus’ type panels, namely that it

recognises the importance of the personal expectations of individuals [Walters, 1976], and has the
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advantage of being able to tdentify embryonic needs at an early stage [Bolongaro, 1994], creating thc
opportunity for the early exploitation of a market that may subsequently enter rapid growth. The use
of a panel is designed to average out differences in opinion among experts, and supports the
hypothesis that ‘n heads are better than one’ [Dalkey, 1972], which is backed up by research and
experiment [Parenté et al, 1984]. Even an inconclusive Delphi forecast ‘serves to crystallise the
reasoning process’ [Helmer, 1967b] and enables the investigator to identify the ‘variables that are

most [ikely to be sensitive indicators of the direction of change’ [Wills et al, 1969]

Evaluations of the Delphi technmique have, in general, supported the advantages of the Delphi
technique over traditional face-to-face discussions [Dalkey, 1969, Riggs, 1983], and retrospective
comparisons of Delphi forecasts with actual developments have also suggested a good performance
[Ament, 1970; Kruus, 1983]. When accuracy is compared to results obtained from individual

panellists, group consensus techniques, of which Delphi is one example, have been found to be more

accurate [Parenté et al, 1984; Zamowitz, 1984].

Although the process is lengthy, most faults leading to possible inaccuracies have been shown to
occur in the early stages of the forecast, in particular the selection of the panel, the number of
pancllists, the questionnaire design and the wording of event statements (appendix 5). As each of
these factors is under the control of the investigator, it 1s fair to say that they play a crucial role in
eliminating bias and inaccuracy [Salancik et al, 1971; Dalkey, 1972]. The investigator must have a
certain amount of experience in the field under investigation for the technique to be accurate [Tumer,
19817, and they must bear in mind that nearly all avoidable faults are made before round one is even

distributed:

“Success of the Delphi is dependent upon the ingenuity of the design team and the
buckground of the respondent group.” [Turoff, 1970]

“The answers may lie somewhere inaccessible to us simply because we have not learned
how to ask the question properly.” [Salancik et al, 1971]

Other problems are harder for the investigator to control. One of the main advantages of the Delphi
technique over a straightforward round-table debate is that the panellists do not come into contact

with each other. This eliminates the ‘bandwagon’ effect and dominance by certain members, referred
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to above, but it has been found that ‘experts’ tend to meet in the course of their work [Dalkcy and

Helmer, 1963], so therefore their views may not he ‘strictly independent’.

Another frequently encountered problem is the definition of an expert, which is a subjective
definition, and the investigator must be careful not to introduce bias when selecting the panel. For
example, a character with a strong media presence may immediately spring to mind as a potential
panellist, while several cqually qualificd experts may have been overlooked. The use of ‘self-
appraised competence ratings’ has been found to be effective in overcoming this problem [Brown
and Helmer, 1964]. A self-ranking is given by the expert for each response, the scale ranging from 1
to 5. A ranking of 5 means that panellists perceive themselves to be expert, while a ranking of 1
means they consider themsetves unknowledgable in the area in question. Later applications of this
extension to the Delphi technique found it to be of less use [Granger, 1989], although it has been
found to be ‘useful in screening out uninformed panellists’ [Parenté and Anderson-Parenté, 1987],
although self-ranking should not be relied upon to produce high levels of accuracy [ibid.]. For this
forecast self-ranking was adopted, primarily as an indicator of how ‘expert’ panellists regarded
themselves in each area of the survey, providing an overall confidence level for each question, and

allowing comparison of confidence levels between rounds.

Formulating the Delphi questionnaire is an area highly prone to the introduction of bias, and this was
done extremely carefully referring to several sources of possible questions. The interview process
had been undertaken at this point, and on several occasions interview subjects had digressed to talk
about likely future developments, which was actively encouraged to furnish ideas for the Delphi
questionnaire. Consultancy reports were studied for ideas, as were press articles and recent annual
reports. A trial run of the process with academics at Middlesex University generated further advice

on the interpretation of qucstions, the design of the questionnaire, and other areas that could be

covered.

The selection of the panel is the second area in which bias is often introduced. For this rcason a
highly meticulous approach was adopted, so as to ensure an even distribution of the questionnaire
among leading food retail executives, leaders of trade organisations, leading academics in the field,
retail consultants, and food retail analysts. The chief executives of the leading nine mainstream

multiple food retailers were approached, as were those of four voluntary group retailers, two multiple
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conventence chains, three hard discounters, two trade organisations, two rctail consuliancies and the
two large co-operative organisations. In addition, eight food retail analysts and five leading
academics in the field were asked to participate. Initial contact was made by letter, and the chief

executives were asked 1f they, or a scnior member of their team, would participate, while the analysts

and academics were asked to participate themselvces.

Figure 3.1.iiia. Sample approached to participate in Delphi forecast:

Tesco plc J.Sainsbury plc Asda Group plc

Safeway plc Somerfield Group ple Mé&S Foods

Wm Morrison Supermarkets Waitrose Ltd Iceland Group plc

CWS Ltd CRS Ltd Spar UK Ltd

Costenlter Supermarkets Ltd Mace Martketing Services Litd Londis UK

Alldays Stores plc Budgens plc Aldi Stores Ltd

Netto Food Stores Ltd Lidl UK Ltd 1GD {Institute Grocery Dist.)
Association of Convenience Stores Dunnhumby Associates Groves & Partner

OXIRM, Templeton Coll. x2 Portsmouth Business School University of Stirling
University of Exeter Merril Lynch Investec Henderson Crosthwaite
Morgan Stanley Dean Witter Credit Lyonnais Laing Charterhouse Securities
Charterhouse Securities BT Alex Brown International SPP Investment Management

The response rate was relatively disappointing, with only 11 of the 37 approached agreeing to take
part, representing a take-up rate of just under 30%. However, the pancl of eleven exceeds the
minimum of ten suggested by Parenté and Anderson-Parenté [1987], although this 15 less than the

sample of fifteen that Martino [1983] considers acceptable. In effect, the survey went ahead using a

smaller sample than had been anttcipated.

The Delphi technique, to conclude, is generally considered to be a forecasting technigue which
produces better results than face to face questionnaires. In the area of food retailing it has been used
in three notable cases: Treadgold and Reynolds [1989] used Delphi forecasting to analysc and reject
possible saturation in British DIY and food retailing. The Distributive Industry Training Board
[1930] carried out an extensive Delphi survey of UK food retailing which recognised some important
future trends, such as the widespread adoption of bar codes and scanning, increasing pressure on
manufacturers, and the disappearance of the first generation of supermarkets. Walters [1976] also
undertook a Delphi forecast in UK food retailing, predicting the increasing importance of own-labels,
and the increasing size and diversification of storcs. Further details of Delphi forecasting appear in

appendix 5, and the Delphi forecast rcsults in appendix 1.
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Chapter 4
The Structure of the UK Food Retail Sector in the second half of the 20th Century.

The UK food retail landscape of 1950 was dominated by independently owned counter-

service grocery stores. Under the weight of a post-war regulatory system immense pressure

was placed on the profit margins of these operators (5.1.4, p.115-116). By the end of the
th

20" century, the retail landscape had evolved so that it was dominated by large, out-of-

town superstores (defined in 4.3, p.97) owned by multiple organisations (defined in 4.1,

p.34).

Three interdependent trends, occurring simultaneously, have driven this radical alteration in
the UK. food retail structure. First, there has been a constant rise in the UK grocery market
share of multiple food retailers, achieved at the expense of independent and co-operative
grocers and specialist food retailers, outlined in section 4.1. Second, the number of major
operators declined steadily over the penod, through natural expansion of the leading
operators, and accelerated by takeover activity. This resulted in 50% of 1999 grocery
tumover being through the five largest UK food retailers (the big five). This is documented
in section 4.2. Third, counter-service grocery stores have given way to self-service
operations, which in turn have evolved into the supermarket and the superstore, and by the

late-1990s development began to focus on small stores, examined in section 4.3.
Section 4.4 explains UK food retailers’ long-term tendencies to enter new markets, whether
through geographical expansion or diversification of product range, and section 4.5

examines the changing emphasis on price and service over the period of the study.

The purpose of chapter 4 is simply to chart the key changes of the period, while these

changes are explained in subsequent chapters.
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4.1. The ris¢ of the multiple retail organisation.

The first trend to be considered is the rise of the multiple outlet food retailer, which has
been achieved primarily at the expense of co-operative and independent food retailers.
Before analysing the changing markct shares of the different types of food retail

organisation, it 1s a necessary prerequisite to define what they are.

A co-operative society is defined as “a Co-operative retailing organisation trading on Co-
operative principles, affiliated to the national Co-operative movement and registered under
the Industrial and Provident Societies Acts. Many of the Co-operative Retail Societies
control a number of separate branch shops and therefore their organisational framework is
somewhat similar (o that of multiple shop organisations. There are however many
differences between the two tvpes of organisation in other respects, the chief ones being the

Co-operative practice of democratic control by the members and the payment of a dividend

on purchases.” [Jefferys, 1954; p.465].

Multiple operators, however, are motivated by profit rather than democratic control, with a
multiple shop organisation being defined as "a firm, other than a Co-operative Society,
possessing 10 or more retatl establishments...in most trades significant economies of scale

were not present until a firm operated from at least 10 branches. " [Velferys, 1954, p.4635]

An independent rctailer is, in effect, neither of the above. An independent retailer normally
operates only one store, although it is possible to operate up to nine and still be classified as
an independent, rather than a multiple, retailer. Within the independent sector 1s a sub-
scctor of significance — symbol groups. While ownership of such stores remains
independent, they have common buying, merchandising and marketing policies, and were
formed in response to the massification of the multiple sector (6.2, p.204-205), in particular

to gain efficiencies of centralised buying [Kirby, 1974a; p.526].

The primary vehicle for growth of multiple retail organisations has becn the erosion of

independent and co-opcrative food retailers’ market share, as demonstrated by figure 4.1a
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and the graph derived from it, figure 4.1b:

Figure 4.1a: Share of UK grocery trade by type of grocer, 1950-1996.

1950 | 1957 | 1961 | 19646 | 1971 1976 | 1981 | 1986 | 1991 1996 | 2000

Multiples 219% | 23.1% | 26.9% | 36.3% | 43.5% | 48.4% | 57.5% | 71.8% | 77.8% | 83.6% | 87.8%
Co-operatives | 24.2% | 22.7% | 20.8% | 16.7% | 14.9% | 15.8% | 14.5% | 11.1% | 10.4% | 8.0% | 6.7%
Independents | 53.9% | 54.2% | 52.3% | 47.0% | 42.5% 1 358% | 28.0% | 17.1% | 11.8% | 8.4% | 5.5%

[Source: 19501957, Report on the Census of Distribution and Other Services 1937, London, HMSO, 1959.
Adapted from table 2, p.10-11.

1961-1981, Retail Business Trade Review, 28, November 1981, p.6:

1986-2000, Nielsen Market Research.]

Figure 4.1b: Share of UK grocery trade by type of grocer, 1950-1996:
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Analysis of the rate of change in market share reveals that there has been a steady,
continuous erosion in the market share of co-operative and, particularly, independent food
retailers. This gradual change in market share has resulted in a reversal in the importance of

the different types of retail organisations over the period of the study.

A closer examination of the rates of change in market shate shows that the average (over 5
years) annual rate of change in the market share held by each type of retailer has varied
significantly over the period, and highlights the primary loser at differcnt times. The

average annual rates of change in market share are presented in figure 4.1c, below:
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Figure 4.1¢: Average anunual rate of chauge in the market shares of UK food retailers,

1950-1996.

1950-57 | 1957-61 | 1961-66 | 1966-71 | {971-76 | 1976-81 | 1981-86 | 19806-91 [ 1991-96 | 96-2000
Multiples +0.2% +1.0% +1.9% +1.4% +1.0% +1.8% +2.9% +1.2% +1.2% +.1%
Co-operatives | -0.2% -0.5% -0.8% -0.4% +(.2% -0.3% -0.7% -0.1% -0.5% -0.3%
Independents | 0% -0.5% -1.1% -0.9% -1.3% -1.6% -2.2% -1.1% -0.7% ~0.7%

The slowest period of multiple growth post-1960 was the five years to 1976, when growth
slowed to 1% per annum, although it subsequently picked up to peak at 2.9% per annum
over the five year period to 1986, which was also the period in which independent market
share declined most rapidly, averaging an annual decline of 2.2%. A subsequent recovery

slowed their annual rate of decline to only 0.7% in the five years to 1996.

The sharpest decline in market share of the co-operative sector occurred during the carly-
1960s, with market share decline in the five years to 1966 averaging 0.8% per annum, later
recovering to show their best performance in the five years to 1976, when the sector

showed an average 0.2% annual growth in market share,
2 g

In short, multiple growth occurred primarily at the expense of the co-operative sector
mitially, but soon moved on to make the majority of its gains from the independents as the
co-operative sector showed a slight recovery. The primary engine driving multiple growth,
therefore, has been the declining independent sector which has borne the brunt of multiple

expansion, while less severe declines in the co-operative sector have aided multiple growth

siill further.

Changing numbers of retail outlets. Much of the changing market share is the result of

shop closures and store development programmes, as the figures relating to the number of

food retail outlets (figure 4.1d) demonstrate:
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Figure 4.1d. Number of grocery outlets and turnover by type of organisation

Total number of|Total  grocery|Average trnover|Total grocery|Average tumaover per
grocery outlets  [turmover per outlet lurnover, 1998 terms  |outlet, 1998 terms
1961
Co-operatives 13,919 £488,089,000 |£35,066 £8,403,325,030 £603,71
Multiples 16,522 £632,393,000 |£38,276 £10,887,776,462 £658,987
Independents 116,336 £1,230,229.000 |£10,575 £21,180,592,368 £182,004
Total grocery trade  [146,777 £2,350,711,000 |£16,016 £40,471 693,861 £275,736
{1966
Co-operatives 12,819 £485503,000 [£37,874 £6,982 955,772 £544.735
Multiples 14,115 £1,056,318.000 {£74,837 £15,192,948 087 £1,076,309
Independents 103.424 £1,365.834,000 }£13,206 £19,644,695,118 £189,943
Total grocery trade |130,358 £2.907.655,000 1£22,305 £41,820,598,978 £320,813
1974
Co-operatives 7,745 £549,943000 |£71,006 £6,252,773,464 £807,330
Multipies 10,973 £1,841,889,000 [£167,856 £20,942,015,194 £1,908,504
Indcpendents 86,565 £1,764,655,000 |£20,385 £20,063 875,631 £231,778
Tolal grocery trade 105,283 £4,156,487,000 |£39,479 £47,258,664,289 £448,873

Source: adapted from table 19, page 2/112-113, and table 25, page 2/124, Report on the Census of Distribution and other
services, 1966, Londan, HMSO; and table 14, page s/90, Report on the Censtes of Distribution and ather services, 1971,
supplement, London, HMSO,

Figures converted to 1998 priccs using:

Department of Employment Gazette, Apil 1971, table 132, p.412; Employment Gazette, January 1980, table 132, p.94;
Enployment Gazette, January 1990, table 6.4, p.554; and Labour Market Trends, February 1999, table H.14, p.586

Analysis of the data presented 1n figure 4.1d suggests that the best retail performances of
the 1960s were achieved by those operators who were actively renewing their retail
facilities without suffering enormous net losses in the number of their retail outlets. In the
decade to 1971, the turnover per outlet of multiple operators rose by 190%, compared to
34% for co-operative soeicties and 27% for the independent sector. Over the same period,
the number of outlets operated by eo-operative societies fell by 44%, compared to

reductions of 34% in the multiple seetor and 26% in the independent seetor.

The decade to 1971, thercfore, was a period of rapid retail renewal, resulting in a major
change in shopping destination, as demonstrated by the figures in figure 3.1a, with the
market share of multiple operators inereasing by 62% at the expense of the co-operative

and independent sectors, whose market shares fell by 28% and 19% respectively.

As this inerease in market share of multiple food retailers was not achieved through
inereases in the number of outlets, it is fair to assume that the renewal programme provided

better, larger and more profitable faeilities, examined fully in section 4.3.
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Erosion of the co-operative markel share. Established in 1844 by the Rochdale Pioneers,
the co-operative movement aimed to protect the working class masses from exploitation by
commereial retailers, sclling good quality merchandise at a market price, and retuming
excess profits to members in the form of dividends. They grew phenomenally, as a
fragmented group of societies, right through to World War II, and following the war were

instrumental in pioneering new trading techniques snch as self-service and supermarkets

[Fulop, 1961; p.28].

The post-war progress of thc co-operative movement, however, was hampered by a number
of problems. First, despite innovation, the movement failed to keep pace with multiple
renewal of store formats and facilities, eventually leaving it with out-dated stores with little
consumer attraction (6.1, p.200). This failure to renew was due to a handful of seemingly

insurmountable obstacles:

v Excessive dividend payments which reduced availability of capital to invest in the post-
war years (6.1, p.200)

An cthical dilemma whereby moving to modem, out-of-town premises was seen as
abandoning the working-class masses without access to motor cars (6.1, p.200)

A fragmented structure, which meant that individual operators were too small to
introduce contemporary techniques in management, training, buying and merchandising
[Fulop, 1961; p.29]. Fragmentation of these activities also inc