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Lectures in spring 2024:

24 April: Kick-off session: Intro and course guidelines

29 April: Changing retail landscape and new forms of retailing

8 May:  Retail strategy and strategic planning

15 May: Retail business models and resource-based view

22 May: Guest lecture (Nayong Yoon)

29 May: Retail mix decisions and customer experience



Changing retail landscape 
and new forms of retailing



• Retail industry has become concentrated, centralized and sophisticated
• Retailing has become an industry of global competition 
• Retail industry has become very price-sensitive marketplace 
• Regulation and competition control play important role in many countries
• E-commerce and platforms have become as a standard part of consumers’ 

shopping experience in numerous product categories
• Customer needs and wants have become more polarized and fragmented. 

These changes have made customers hard to define, categories and reach
• CSR related issues have become more critical 
• Sharing economy and collaborative consumption (C2C) have become more 

popular among many consumers. More products will likely be rented and 
shared among users. 

• In some categories manufacturers are becoming retailers (D2C)

The environment for strategic decisions in retailing has become very complex: 



Source: Sustainability Playbook, Experience Commerce Finland, Business Finland



An example how the retailer (ICA) perceives the current 
market transition



Although retail environment is changing, Kahn’s 
fundamental principles of retail success still 
hold:

• Customers want to buy something they value from 
someone they trust

• They buy from firms who provide superior value

Source: Barbara E Kahn, (2023). The Shopping Revolution. Wharton.



The Kahn Retailing Success Matrix

Source: Barbara E Kahn, (2023). The Shopping Revolution. Wharton.



• The development of centralized managed retail chains as 
retailers sought to increase their buying power. 

• The development of large retail formats such as supermarkets

• The development of dedicated and efficient distribution systems 
by the large integrated retailers. 

• The emergence of retail chains as national retail brands in their 
own right. 

When looking retail organizations more closely, we can see that: 

Source: Jonathan Reynolds, 2004, Introduction to retail strategy



The transformations of retail (Hänninen et al., 2019)

Hänninen et al., 2019



Value of e-commerce of groceries (share of total grocery sales) in Finland

Although online retailing is increasing, offline channels still 
dominate the markets in many categories



The integration of offline and online channels is one of the most significant changes 
in retailing. Retailers have evolved from being single-channel to omnichannel.

Figure: Understanding Omnichannel Commerce: Comparison to Multichannel Retail, Challenges and Market Trends, Amazon Global Selling



“Webrooming (searching for information online and then purchasing offline) and showrooming 
(gathering data and examining products in physical stores and then purchasing online) have 
become common practices in omnichannel consumer behaviour."

“These behaviours have both negative and positive implications for retailers. On the one hand, 
webrooming and showrooming threaten multichannel retailers in the form of free-riding 
behaviours […]”

“On the other hand, webrooming and showrooming can provide multichannel retailers with 
important benefits. Consumers who use both online and offline channels in their purchasing 
processes constitute the most valuable segment for retailers. The combination of online and 
offline channels positively affects consumer perceptions of service quality and attitudes towards 
retailers, and leads to favourable purchasing behaviours and customer experiences. It has been 
shown that consumers who use multiple channels purchase more products, spend more, 
and pay higher prices than single-channel consumers.”

Webrooming vs. showrooming

Source: Flavián et al., 2020



Store

The place to 
make the actual 

purchase

OnlineOffline

The place to seek 
information and test 

products

Cross-channel 
conversion

Cross-channel conversion in the case of showrooming

Source: Lindblom (2023)



“Retailers today can no longer be accurately 
characterized as “merchant intermediaries” that buy 
from suppliers and sell to customers. Rather, they are 
best described as orchestrators or conductors of 
two-sided platforms that serve as ecosystems in 
which value is created and delivered to customers 
and, subsequently, appropriated by the retailer and its 
business partners.” 

Sorescu et al. 2011



Hagiu, A. & Wright, J. 2013. Do you really want to be an eBay? Harvard 
Business Review. March. 103-108.

Platforms have become powerful matchmakers in today’s 
highly complex and digitalized environment. 



Platform is like “a board” that facilitates and orchestrates
value co-creation between sellers and buyers.

Source: Kijima & Arai (2016) 



• While the majority of existing companies and industries are still based on “pipeline 
models”, platform-based models are now challenging the logic and value of 
pipelines. 

• A platform model brings together end-users and producers, and allows them to 
interact and make transactions with each other without traditional 
intermediaries or constrains (see e.g. Kijima and Arai, 2016). 

• According to Eisenmann et al. (2006), platforms embody both (i) an 
infrastructure that enables interaction between end-users and producers, and 
(ii) a set of rules that govern transactions (see also Van Alstyne et al., 2016). 

• Because platforms don’t usually have physical retail stores or they don’t engage in 
warehouse management and logistics, they have typically moderate operating costs.



Bonchek and Choudary (2013) specified that the success of a 
platform strategy is determined by following three factors: 

• Connection i.e., how easily buyers and sellers can plug into the 
platform to interact and transact

• Gravity i.e., how well the platform attracts buyers and sellers

• Flow i.e., how well the platform fosters the exchange and co-
creation of value. 



Van Alstyne et al. (2016), in turn, argue that platform executives 
must make smart choices about two issues: 

• Access (whom to let onto the platform) 

• Governance (or “control”—what consumers, producers, 
providers, and even competitors are allowed to do there).

Key issues is the level of openness of the platform i.e., how open 
the platform should be?



Besides different channels, there is a diverse set of store formats:

• Supermarkets consist of medium- to large-sized selling space (depending on urban/non-urban 
location), relatively close proximity to target markets, a mix of mostly food and selected non-food 
grocery items, basic in-store design, and less focus on service. 

• Hypermarkets are typically larger than supermarkets, sell more general merchandise, and rely on a 
higher volume of shoppers based on their less urbanized location. 

• Discounters are similar to supermarkets in location and size, but with limited customer service 
levels, assortment depth, and merchandising, stronger focus on private labels, and more consistent 
low-price strategy. 

• Mass merchandisers cover multiple retail formats including warehouse clubs (e.g. Costco) and 
supercenters (e.g. Walmart). They have large selling space and broader assortments of mostly 
general merchandise, although some are increasingly offering grocery items (e.g. Walmart, Target, 
and Kmart). 

• Convenience stores are small-sized, carry a minimal assortment of food as well as essential non-
food grocery items, and are proximal to high-density urban and suburban locations.

• Traditional stores (an antonym of “modern”) typically refers to operators with small-sized selling 
space (similar to convenience stores), and are often independently owned. 

Bonfrer et al. (2022)



Evolution of retail formats

Source: Gauri et al., (2021), Evolution of retail formats: Past, present, and future



Some new retail formats

• New product demonstration/showroom store: These stores predominantly showcase and 
demonstrate new products to build excitement and interest among shoppers. 

• Pop up store: There will be more pop up stores that will be launched primarily by pure play online 
retailers or direct to consumer (DTC) marketers or other retailers to sell seasonal items. Pop up stores 
are temporary and close down after serving their purpose.

• Renting store: Another scenario involves consumers sharing or renting almost everything including, 
housing, clothing, and transportation. 

• Repair/return store: These stores will be dedicated for repairs. Shoppers can visit the stores and 
return items needing repair. 

• Large/immersive experience store: These stores are large concept stores that market the brand. 
Typically, these stores serve as showrooms for the manufacturer or service brand. Shoppers can visit 
the stores, immerse themselves in different facets of the brand, and experience all the brand has to 
offer.

• Community retailer: Some malls are being replaced by community centers. 
• Grocerant: Each of these stores combines a grocery shop and a restaurant. These stores blur the 

distinction between a grocery store and a restaurant. 

Shankar et al., (2021)



Source: Egan-Wyer et al., 2021

Comparision of different store formats



Source: Egan-Wyer et al., 2021

Main reasons for investing in new store formats: 

• to achieve growth in a challenging retail landscape 
• to differentiate from their competitors
• to appeal to an existing target market
• to attract a new target market
• to offer more geographically or emotionally accessible locations
• to increase the chance of more spontaneous shopping trips and 

purchases



“Our findings also illustrate that the contributions of new 
formats should be evaluated in the light of other existing 
formats in the portfolio and not in isolation. This is 
particularly true when considering format cannibalisation and 
the potentially extended customer journey that arises when 
customers use traditional format stores and new concept format 
stores simultaneously. All physical formats have associated 
cost structures and how these costs relate to revenue 
generation needs further more nuanced consideration.”

Source: Egan-Wyer et al., 2021

Adding new formats into retail store portfolio is 
challenging task and contains also risks



Source: Alexander & Cano (2020) 

Slow retail vs. fast retail



Source: Alexander & Cano (2020) 

“[…] slow retail shares a focus on localization, pursuit of pleasure, 
convivial experience, diversity, quality and slowing-down (Jung and Jin, 
2016; Stefko and Steffek, 2018; Tencati and Zsolnai, 2012) as opposed to 
fast food, fast fashion and fast retail that emphasize standardized and 
homogenized efficiency, rapid response, convenience and speed 
(Fletcher, 2010; Jung and Jin, 2016). It is the idea of slowing down and 
dwelling longer in pursuit of experiences in retail stores where they 
converge. Both slow and fast retail have their place, but significantly, 
our research findings accentuates slow retail.”



Retail strategy and strategic 
planning



Strategy as a term:

• According to Oxford Dictionary, strategy is “a plan of action or policy designed to 
achieve a major or overall aim”.

• Hambrick and Fredrickson (2005) define strategy as “a central, integrated, externally 
oriented concept of how the business will achieve its objectives”. 

• Andrews (1998) defines strategy as a “pattern of decisions in a company that 
determines and reveals its objectives, purposes, or goals, produces the principal 
policies and plans for achieving those goals”.

• In sum, retail strategy is the overall game plan that helps retailer to compete and 
succeed in its chosen markets. It defines the direction of retailer’s business.

• Reynolds (2004) states that the success of a retailer can be seen as a consequence of the 
effectiveness of its strategy.



Strategy is about prioritizing and deciding what to do and what not to do. 
The strategic priorities define retailer’s most important focus areas.



Strategic planning:

• The strategic planning (in its traditional sense) is about 1) defining the 
retailer’s objectives, then 2) establishing plans in order to achieve those 
objectives, and finally, 3) allocating resources.

• Strategic planning helps to answer following questions: 1) where are you 
currently, 2) where do you want to be in the future, and 3) how will you 
eventually get there?

• When engaging in strategic planning, retailer assesses external as well as 
internal factors and makes a plan how to achieve the stated goals.

• The above highlights strategic planning as a rather rational process where the 
key is to conduct long-range planning with accurate forecasts as possible.

Source: Burnes, 2004



A classic strategic planning process (Bryson, 1988)



Source: Bryson, 1988

The Benefits of Strategic Planning 

Strategic planning can help firms: 

• Think strategically
• Clarify future direction
• Make today’s decisions in light of their future consequences 
• Develop a coherent and defensible basis for decision-making
• Exercise maximum discretion in the areas under organizational control 
• Solve major organizational problems 
• Improve performance
• Deal effectively with rapidly changing circumstances
• Build teamwork and expertise. 



Problems of traditional strategic planning:

• Although strategic planning helps to set goals, define courses of action and 
allocate resources, it is known that such planning does not necessarily cope with 
environmental turbulence and thus, formal planning often fails (Burnes, 2004).

• The problem is that the future is uncertain and unpredictable. 

• Thus, retailers should understand that the strategy (or strategic planning) is 
ultimately an emergent process of learning and adaptation. In other words, 
strategy in a real-life is often a pragmatic process of trial and error. (Burnes, 
2004.) A key is to ability to adjust the strategy.

• In sum, for retailers to succeed there must be a strategy; what that strategy 
should be or how it should be derived are the most difficult questions.



The main criticisms of the “rational approach” to strategy:

• Data that is available for managers is no more reliable

• Unforeseen events do emerge

• Managers are not rational entities and do not apply a rational 
approach to their decision-making

• An organisation’s strategy is as likely to emerge from 
unplanned actions and their unintended consequences over a 
period of time.

Source: Burnes, 2004; see also Mintzberg, 1993



Nowadays it is more common to see that:

• Strategy is much more than detailed strategic plan; it is also about 
implementation, assessment, and adjustment.

• Strategy is ongoing process (not a one-time project)

• Strategy is not the result of formal pre-planning but rather something 
that emerges over time through trial and experience

• Strategy is often the outcome of a combination of internal political 
struggles and external environmental pressures and constraints.

Source: Burnes, 2004



• Deterministic perspective: strategy is environmentally derived. 
Accoding to this view, management choice plays a minor role and a 
management team is only assumed to direct the organization to match 
the environmental demands.

• Voluntaristic perspective: strategy is managerially derived. 
According to this view, management choice plays significant role and 
a management team has power to set goals and make decisions based 
on their interests, values and capabilities. Thus, strategic actions do 
not follow from environmental conditions per se.

Source: Zimmermann, N. (2011). Deterministic and Voluntaristic Theories of Organizational Change.

Two perspectives on strategy:



1. The corporate level. Strategy at this level concerns the direction, 
composition and co-ordination of the various businesses and activities 
that comprise a large and diversified organisation.

2. The business level. Strategy at this level relates to the operation and 
direction of each of the individual businesses within a group of 
companies.

3. The functional level. Strategy at this level concerns individual business 
functions and processes such as finance, marketing, manufacturing, 
technology and human resources.

Levels of strategic decision-making according to Burnes (2004):

Source: Burnes, 2004



Source: Mitronen, L. & Möller, K. (2003) Industrial Marketing Management, 32, 419–429.



Kesko Annual Report 2023



Kesko’s Board of Directors is responsible for following strategic matters:

• Deciding on the Group strategy and confirming the divisions’ strategies 
• Confirming the Group’s budget and forecast update, including a capital 

expenditure plan 
• Reviewing the Group’s most significant risks and uncertainties 
• Deciding on strategically or financially significant individual investments, 

acquisitions, divestments or arrangements, and commitments 
• Confirming Kesko’s values 
• Approving Group policies, such as the treasury and investment policy and risk 

management policy 
• Establishing a dividend policy and being responsible for shareholder value 

performance 

Kesko Annual Report 2023



Kesko’s managing director is referred to as the President and CEO:

• The President and CEO’s duty is to manage Kesko Group’s operations in 
accordance with the instructions and orders issued by the Company’s Board of 
Directors, and to report to the Board the developments in the Company’s 
business operations and financial situation. 

• The President and CEO is also responsible for organising the Company’s day-
to-day governance, and for the Company’s accounting complying with 
legislation, and financial matters being organised in a reliable manner. 

• The President and CEO also chairs the Group Management Board.

Kesko Annual Report 2023



1.  Define the business mission

2.  Conduct a situation audit:  
     Market attractiveness analysis
     Competitor analysis
     Self-analysis

3.  Identify strategic opportunities

5.  Establish specific objectives and allocate resources

7.  Evaluate performance and make adjustments

6.  Develop a retail mix to implement strategy

4.  Evaluate strategic alternatives

Strategic retail planning process

Source: McGraw-Hill/Irwin, Retailing Management



Source: Berman & Evans, Strategic Planning in Retailing

Elements of a Retail Strategy



Strategic planning in practice (Kesko)



In sum, the key phases in strategic planning (or, more 
broadly, strategic management) are:

1. Strategic Analyses: e.g., SWOT, resources, assets, competences

2. Strategic Choices: e.g., setting goals, competitive advantage, 
and retail mix decision

3. Strategic Implementation; e.g., operating plan and budget, 
measurement



Aaker & Moorman (2023)

Strategic analyses



SWOT as an example of situational analysis

• The SWOT analysis is a widely used technique for assessing both internal 
strengths (areas where the retailer is superior) and weaknesses (areas where 
the retailer lacks behind) and external opportunities (favorable external 
factors that could give the retailer a competitive advantage) and threats 
(factors that have the potential to harm the retailer) that retailers are likely to 
face in the environments where they operate. 

• It is important that SWOT is a realistic, fact-based analysis. 

• A SWOT is often used together with other assessment frameworks like 
PESTEL.



PESTEL as an example of situational analysis

• A PESTEL is a framework to analyze the macro-environmental factors 
• PESTEL examines the Political, Economic, Social, Technological, Environmental, 

and Legal factors in the external environment.  
• Political factors include government policies, foreign trade policies; internal political 

issues and trends; tax policy; regulation etc.
• Economic factors include current and projected economic growth; inflation and 

interest rates; job growth and unemployment; labor costs etc. 
• Social factors include demographics; consumer attitudes, opinions, and buying 

patterns; population growth rate; socio-cultural changes; living standards etc.
• Technological factors include e.g., technology infrastructure and cyber security
• Environmental factors include e.g., climate change and pollution
• Legal factors include health and safety; equal opportunities; advertising standards; 

consumer rights and laws; product labeling and product safety.



Aaker & Moorman (2023)

Important part of strategic analyses are trends analyses 



An example of megatrends perceived by retailer (Kesko)



An example of consumer trends perceived by retailer (Kesko)



The essence of strategy formulation is to cope with competition. According 
to Porter, there are five main sources of competition.

Source: Lee et al., 2012



BCG Growth-Share Matrix can be used to forecast the 
development of a business portfolio over a period of time. 



• Scenarios enable retailers to identify and anticipate potential market developments and 
trends. With the help of scenarios, retailers are able to make proper strategic choices and 
navigate in a chosen market environment in the best possible way. 

• Creating reliable scenarios is demanding task and contains also risks of biased forecasts 
and judgements. Scenarios should not be built in a sloppy manner.

• The Delphi method is a technique that is often used to help construct future scenarios 
with the help of knowledgeable persons and experts like researchers. At its best, the 
Delphi method enables retailers to form reliable scenarios based on the experience of 
various experts. A key is that the panel of experts is versatile and experts have relevant 
knowledge and expertise on different topics regarding a central subject. 

• Ideally, the Delphi method helps to reach consensus about the possible futures.

Scenarios: a description of possible events or changes in the future:



Put very simply, the most fundamental strategic choices for the 
retailer are: 

• What are we selling?

• To whom?

• How?

• Where? 

About the strategic choices in the field of retailing

Source: Jonathan Reynolds, 2004, Introduction to retail strategy



Aaker & Moorman (2023)

Key questions in formulating marketing strategy



Strategic routes to growth 

Source: Jonathan Reynolds, 2004, Introduction to retail strategy



• Product/service mix: The key choice of an appropriate assortment of products 
or services that defines what a retailer is in the eyes of its customer base

• Consumer segment: To whom is the product/service mix targeted and what 
are their perceived needs? 

• Channel mix: How is the product/service mix to be delivered in terms of 
formats or channels?

• Geographical market: Where is the product/service mix to be delivered in 
terms of site, location and geographical market? 

Key questions for growth-oriented retailers:

Source: Jonathan Reynolds, 2004, Introduction to retail strategy



Long-term strategic-level choices:

(1) Market (region, industry) selection (market portfolio): defines in which 
markets retailer wants to compete. Based on factors such as size, growth 
potential, and competition.

(2) Channel selection (channel portfolio) and optimal channel integration 
level: refers to the way retailer aims to reach and engage its customers in 
selected market areas. 

(3) Store format decisions (format portfolio): refers to the store formats 
through which retailer aims to be in contact with its customers and general 
business idea and value proposition of each retail store format (whether it is 
physical or digital). 



An example of Market Assessment Matrix 

Source: Zentes, Morschett & Schramm-Klein, Strategic Retail Management



Check-list for internationalization

Source: Zentes, Morschett & Schramm-Klein, Strategic Retail Management

McGoldrick/Blair 1995



Source: Zentes, Morschett & Schramm-Klein, Strategic Retail Management

Check-list for internationalization

McGoldrick/Blair 1995



Source: Zentes, Morschett & Schramm-Klein, Strategic Retail Management

There are several different expansion patterns. Retail companies typically expand their 
businesses gradually step-by-step, not in a revolutionary manner. Retailers also expand to 

the countries that are psychologically near.



Mode of entry in the field of retailing 

Typical strategies for entering new countries: 

• Franchising (from strong to weak control agreements)

• Minor share acquisition of existing operation 

• Majority or full share acquisition of existing operation

• Establishment of new venture/organic expansion (with a significant partner) 

• Establishment of new venture/organic expansion (without a significant partner). 



Source: Zentes, Morschett & Schramm-Klein, Strategic Retail Management

The growth options of retail companies in foreign markets 



Franching vs. M&A (source Zentes, Morschett & Schramm-Klein)

• Franchising is a contractual agreement between two legally and financially separate companies - the 
franchisor and the franchisee.

• The franchisor, who has established a market-tested business concept, enters into a relationship with a 
number of franchisees, typically small business owners, who are allowed to use the franchisor’s brand 
and must operate their business according to the franchisor’s specified format and processes. The 
franchisor provides ongoing commercial and technical assistance. In return, the franchisees typically 
pay an initial fee as well as fees (royalties) 

• Franchisee enjoys instant goodwill in the market because it can use an established brand name, exploit 
a tried-and-tested business concept and carry out standard operating procedures.

• Franchising allows for rapid growth of a retailing company. Franchising is a way of multiplying a 
concept without the usual financial constraints. Franchisees also finance the investment for 
establishing stores.

• One disadvantage for the franchisor is that it has no direct hierarchical control over the franchisee. 

Source: Zentes, Morschett & Schramm-Klein, Strategic Retail Management



• M&A have played a major role in structural changes in the retailing sector over recent decades 
and they constitute a well-established growth mechanism.

• Expansion through mergers & acquisitions (M&A) involves the consolidation or purchasing of 
existing retail companies or retail outlets. It can, in the case of diversification, also refer to the 
purchase of companies in other sectors than retailing. 

• In a merger, two companies are combined and at least one of them loses its legal independence. 

• In an acquisition, one company acquires a majority interest in another or takes over certain 
assets (stores) of another company. 

• M&A allow rapid expansion. However, integration costs following an acquisition can be high. 
An incompatibility of company strategies, capabilities, resources and cultures often results in an 
insufficient exploitation of existing potential for synergies. 

Franching vs. M&A (source Zentes, Morschett & Schramm-Klein)

Source: Zentes, Morschett & Schramm-Klein, Strategic Retail Management



Global integration vs. Local responsiveness

Source: Swoboda et al. (2014)

• The major dilemma for international retailing is to what extent business 
operations can  be standardized (global integration) and to what extent there is 
a need for adaptation (responsiveness). Retailers should find a balance between 
these two dimensions.

• Global integration refers to the centralised management of geographically 
widespread activities. Local responsiveness is related to the autonomous 
decisions made by local units.

• Standardised retail formats (including e.g., instore marketing, and standardised 
assortments) are typical in fashion retailing whereas food retailing is typically 
less standardized.



Source: Swoboda et al. (2014)
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“Retail internationalisation is diverse, and 
scholars have argued that food retailers, such as 
Tesco, show a rather multinational behaviour [i.e., 
goods and services are adapted to meet local needs], 
whereas fashion retailers, such as Escada and 
Esprit, exhibit a rather global behaviour [i.e., 
offerings are standardized]. Furthermore, other 
scholars have argued that non-food retailers, such 
as Ikea, show adapted and integrated behaviour.”

Source: Swoboda et al. (2014)



Burt et al. (2003) identified four potential triggers of de-internationalization in the field of 
retailing:

• Market failure: Market failure means that the market does not turn out to be as expected 
and this leads to de-internationalization 

• Competitive failure: In this case, de-internationalization is caused by under-performance 
in comparison to competitors 

• Operational failure: Operational failure is when a retailer finds that it is simply not a 
good enough international retailer

• Business failure: A situation where a retailer operating in the foreign market has to make 
decisions about the future of the international business, not because of what happens 
internationally, but because of the situation in the home market.

In some cases, retailers have to do the exit from the market they have entered



Channel options for retailers

Source: https://www.intelistyle.com/omnichannel-retail-strategy-simplified/ 

https://www.intelistyle.com/omnichannel-retail-strategy-simplified/
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Framework for multi-channel strategies

Source: Müller-Lankenau et al. 2004



Tesco operates multiple formats based on different sub-brands, including forecourts (Tesco 
Fuel), convenience stores, supermarkets, hypermarkets, as well as one-stop convenience stores.

Bonfrer et al. (2022)



Source: Kesko



An example of Nike’s multichannel approach:

• Nike retail accounts (independent retailers) 
• Franchising and license agreements 
• Niketowns (flagship stores) 
• Nike stores (monobrand concept stores) 
• Nike factory store (factory outlets, off price stores) 
• Nike online store, NIKEiD, Nike women online store (Internet 

stores) 
• NIKEiD apps (m-commerce). 

Also manufacturers utilize multichannel approach

Source: Zentes, Morschett & Schramm-Klein, Strategic Retail Management



“Multi-channel retailers play an increasingly important role in 
supply chains. Multi-channels can cover a larger market, 
which improves the multi-channel retailer׳s competitiveness 
in the market compared with the traditional retailer and pure 
electronic retailer. However, multi-channel retailers face the 
challenge of finding the optimal channel selection and pricing 
strategies to distribute products. Poor integration of the online 
and offline channels will render multi-channel retailers less 
competitive.”

Wang et al., 2016



When adapting multi-channel or omnichannel strategies, retailers 
have faced numerous difficult questions such as:

• How should a retailer adapt product assortment/variety strategy to each channel? 
How much merchandise overlap should exist across channels?

• Should prices be consistent across channels?

• How can a consistent image be planned, developed and maintained across all 
channels?

• What are potential synergies arising in a multichannel environment?

• What are operating costs of each channel?

• Is there a risk of channel conflict or cannibalization? 
Berman and Thelen (2004)



Key features of sustainable competitive advantage:

• should be relevant to the targeted customer segment.

• should be perceived by the customer.

• should be sustainable, i.e. not easily imitated by competitors

• should be based on retailer’s resources, strengths or distinctive 
competencies relative to competitors.

Morchett et al. (2006)

Competitive advantage as a base of value proposition



Porter (1985) assumes that there are essentially three generic types of competitive strategy: 
cost leadership, differentiation and focus on certain target segments.



“Porter emphasises that companies must 
“make a choice” between the different 
generic strategies, since “being ‘all things 
to all people’ is a recipe for strategic 
mediocrity and below-average 
performance”

Morchett et al. (2006)



1. Price

2. Quality (including customer service)

3. Convenience. 

Morchett et al. (2006)

Three basic types of competitive advantage in food retailing:



Retail business models



On the retail business models:

• One of the most important strategic choices that the retailer must make is the decision 
concerning its business model.

• There is no commonly accepted definition of business model in the literature. Instead, the 
literature reveals a wide range of definitions that vary in their emphases and scope. 

• In short, business model describes how a retailer functions and creates value for its
stakeholders. However, business model is not only specified by a revenue model, a cost 
structure, a set of resources, or a value proposition; it is fundamentally about how these 
pieces of the business “fit together” to create and appropriate value (Sorescu et al. 2011).

• Strategy and business model are closely related. However, as Casadesus-Masanell and 
Ricart (2010) states, strategy formulates a long-term goal whereas business model 
concretizes a logical “path” to it. Business model is the “logic of the firm”.

Source: Haas, 2019



Core elements of the retail business model (Sorescu et al. 2011):

1. Retail format: the retailing format refers to the value proposition and the 
structures for organizing the selected retailing activities into coherent processes 
that fulfill the customer experience

2. Activities: the retailing activities refer to acquiring, stocking, displaying and 
exchanging goods and services that realize the value proposition and fulfill the 
customer experience

3. Governance: the retailing governance refers to the actors involved in creating 
and delivering customer experiences, as well as the mechanisms (such as contract 
and incentive systems) that motivate these actors to carry out their roles in 
realizing the value proposition and in fulfilling the customer experience.



Retail format
- business idea and value proposition

- retail mix elements

Governance
- division of labor
- contracts, incentives etc.

Activities
- marketing, purchasing, 

logistics etc.

Core elements of retail business model (Sorescu et al., 2011)



The generic Retail Business Model consists of six elements (Haas, 2019) 

Source: Haas, 2019



The elements of retail business models (Ramos, Souza, and Esquivias, 2010)





E.g., franching E.g., fully vertically 
integrated systems

Lähde: Zentes, Morschett & Schramm-Klein, Strategic Retail Management

Various opportunities to organize the distribution

E.g., fully 
independent retailers



Advantages and Disadvantages of Secured and Controlled Distribution Concepts

Lähde: Zentes, Morschett & Schramm-Klein, Strategic Retail Management



Two basic business models in the field of retailing:

• Franchising refers to the contractually integrated business model where the 
franchisor allows franchisees to use its branding, business model, and other 
intellectual property. In return, the franchisees agree to pay a franchise fee, plus 
ongoing royalties to the franchisor. Key feature of this business model is that 
franchisees are (semi)independent business owners who are expected to adapt 
themselves to local market competition and customer needs. Franchisees are also
responsible for the profitable performance of their own stores. 

• Vertically integrated business models refers the retailing organizations that 
operate multiple retail stores under common ownership and hierarchal 
(centralized) control. The centralized decision-making covers all the key areas 
e.g. determination of a common chain product selection, joint marketing, 
purchases, category management, logistics etc.



FamilyMart ’s  Business  Model

As the head offi  ce of a franchise-based business, FamilyMart provides a package of essential tangible 
and intangible systems—spanning products, store operations, and store development—that allows 
franchisees to successfully manage their stores. In addition, purchasing and inventory information 
that is gathered at stores is consolidated at the head offi  ce level. This information is used to improve 
the precision of daily ordering operations and is refl ected in ongoing strategy proposals.
 Every eff ort is made to address social change by ensuring that each function of our business 
model continues to evolve. In this manner, we are placing ourselves in the position to provide cus-
tomers with optimal, one-stop solutions to an increasingly wide range of demands. In this manner, 
we are taking positive steps toward capturing the customers of other retail formats, thereby suc-
cessfully expanding our market share.
 As a social and lifestyle infrastructure provider, the Company remains fi nely attuned to demo-
graphic and social changes that aff ect operating conditions in the convenience-store market. 
Based on the concept of “family,” we are working diligently to provide customers with our unique 
brand of value. As a part of these eff orts, we are endeavoring to ensure that the mindsets of 
employees and franchisees remain focused on our basic principle of delivering a shopping experi-
ence characterized by convenience, friendliness, and fun. To this end, we are promoting the 
“FamilyMart Feel” campaign in a bid to reinforce the FamilyMart brand.

Customers

Basic Principle:

 A Shopping Experience Characterized by Convenience, 
Friendliness, and Fun

Franchisees (Stores)

Head Office

Cooperation

Logistics

Suppliers /
producers

Products

Growth: 
Expand product lineups

Store 
Operations

Growth: 
Expand store services

Store 
Development

Growth: 
Increase the number of 

stores / Expand store 
variations

Provide a franchise package

Multifaceted 
business 
development

Order management
Purchasing and inventory 
 information feedback
IT utilization

Provide products, services, and hospitality
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Zara is an example of fully vertically integrated business model. Zara
controls the entire supply chain from the design, production and logistics

to selling to the end-consumer.



The competitiveness of retail business models

The competitiveness of any retail business model can be evaluated by 
its ability to improve (Mitronen & Möller, 2003):

1. External effectiveness (e.g. ability to adapt to local markets, 
innovativeness, service quality)

2. Internal efficiency (e.g. cost efficiency, process efficiency, 
cost control, ability achieve economic of scale)

External effectiveness and internal efficiency must be improved 
simultaneously. 



Management challenges of large retailing organizations

Major challenge for the complex retailing organizations is that how to maintain a 
balance between the centralized corporate control and the local autonomy and 
initiative of their retailers (or store managers).

A key managerial problem for any complex retailing organisation is identifying 
(Mitronen & Möller, 2003): 

1. what activities should be decided and controlled centrally at the corporate 
and general chain management level

2. what decisions should be left to the discretion of chain and store 
management.



Managers must be aware of potential tension between the interests 
of the central chain authority and the autonomous retailers (or store 
managers):

• Tension occurs if parties understand the basic business logic and the players’ 
roles differently. 

• Tensions may exist between individuals and organisations related to 
responsibility or authority. 

• Tensions in activities relate to the division of duties, responsibilities, or 
authority. 

Sources: Mitronen (2002); Mitronen & Möller (2003)



Resource-based view 
and marketing 

capabilities 



”… the resource-based view (RBV) of the firm
suggests that competitive advantage stems from the
possession and deployment of resources that are in 
some way superior to those of competitors (Barney, 
1991) and that sustainability of that advantage rests
on the resistance of those superior resources to 
duplication by competitors (Dierickx and Cool, 1989; 
Reed and DeFillippi, 1990).”

Hooley et al. (2005)



On the competitive advantage and resource-based view

• The fundamental purpose of the field of strategic management is to explain 
why some firms outperform others.

• It is argued that the key to success is to develop a unique competitive 
advantage, one that creates value for customers and is difficult for 
competitors to duplicate.

• Resource-based view (RBV) of the firm suggests that competitive advantage
stems from the possession and deployment of resources that are in some way
superior to those of competitors. 

• But which resources (or assets) and capabilities create competitive 
advantage in the field of retailing?



In order to provide competitive advantage, resources should be:

1. Valuable: Resources provide value if it helps retailers in exploiting 
market opportunities or helps in reducing market threats. 

2. Rare: Resources must be difficult to find among the existing and 
potential competitors of the retailer. 

3. Imperfect imitability: Resources can be basis of sustained competitive 
advantage only if firms that do not hold these resources cannot acquire 
them.

4. Non-Substitutability: Non-substitutability of resources means that 
resources can not be substituted by another alternative resource. 

Source: Madhani (2010) 



Resources that are valuable, rare, inimitable and non-substitutable make it possible 
for retailer to maintain sustainable competitive advantage.

Source: Kesko



Barney (1991) categorises three types of resources: 

• Physical capital resources (e.g., plant and equipment), 
• Human capital resources (e.g., experience, insights) 
• Organizational capital resources (e.g., formal structure). 

Resources can be categorized also into:

• Tangible resources (e.g., financial assets, inventory, distribution system, store 
network)

• Intangible resources (e.g., brands, reputation, culture, knowledge, partnerships)



The retail asset hierarchy (Acito, 2007; from the source: Lukic & Kljenak, 2017)



Critical market-based assets can be divided into two 
related types (see Srivastava et al. 1998; 2001):

1. Intellectual: Intellectual market-based assets are the types of 
knowledge a firm possesses about the environment, such as the 
emerging and potential state of market conditions, including 
competitors, customers, channels, suppliers, and social and political 
interest groups.

2. Relational: Relational market-based assets are outcomes of the 
relationship between a firm and key external stakeholders, 
including suppliers, end customers, other strategic partners, community 
groups, and even governmental agencies.



In the retail environment there is a need to continuously gather 
information on customer needs and competitor capabilities in order 

to create superior customer value.

Figure: ECR Europe





Market-based assets have only potential value

• Resource-based theory has been criticized for its inability to explain 
how resources (or assets) are utilized to achieve competitive advantage.

• For example, the challenge that most retailers face is not the lack of 
access to specific data but rather the inability to transform available data 
into decision-relevant information and insights.

• It is the capabilities by which retailer’s resources are deployed in 
ways that match the retailer’s market environment that creates 
competitive advantage and explains retailer’s business performance 
(see e.g. Morgan et al. 2009).



On the capabilities:

• According to Day (1994), capabilities are: “complex bundles of skills and 
accumulated knowledge, exercised through organizational processes, that 
enable firms to coordinate activities and make use of their assets”.

• Day (1994) specifies that capabilities differ from resources (assets) in a 
way that they cannot be given a monetary value, as can tangible plant, 
building and equipment, and are so deeply embedded in the
organizational routines and practices that they cannot be traded or
imitated.

• Thus, it is argued that development of key (marketing) capabilities is 
crucial for achieving a competitive advantage.



Marketing-specific 
capabilities

Retailer’s 
relational assets
-Relationships and 
networks

Retailer’s 
intellectual assets
-Knowledge on 
customers, competitors 
etc.

Building the competitive advantage

Superior customer value

Competitive advantage



Retail mix decisions and customer 
experiences in the field of retailing



• Verhoef et al. (2009) define customer experience in a retailing 
context as a multidimensional construct and state that the customer 
experience construct is holistic in nature and it involves the 
customer’s cognitive, affective, emotional, social, and physical 
responses to the retailer.

• Lemon and Verhoef (2016) conceptualize customer experience as a 
customer’s “journey” with a firm over time during the purchase 
cycle across multiple touch points. A customer experience is built up 
through a collection of touch points in multiple phases of a 
customer’s decision process or purchase journey.

About the customer experience:
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• The ability to create rich customer experiences play a crucial role in 
building customer satisfaction and loyalty in today’s retailing 
environment.

• One could argue that the quality of customer experiences determines (i) 
how much time consumers spend in store, (ii) how much money 
they spend there, (iii) whether or not they visit a store again, and (iv) 
what kind of “word-of-mouth” behaviour they will conduct.

• Creating superior customer experience is one of the central objectives 
in today’s retailing environments.



• Yet despite the recognition of the importance of customer experience by 
practitioners, the academic marketing literature investigating this topic 
has been limited.

• The customer experience originates from a set of interactions (touch 
points) between a customer and a retail environment and its various 
elements. 

• The customer experience is created not only by those elements which 
the retailer can control (e.g., service interface, retail atmosphere, 
assortment, price), but also by elements that are outside of the 
retailer’s control (e.g., influence of others, purpose of shopping).

Source: Verhoef et al. Journal of Retailing, 2009



32 P.C. Verhoef et al. / Journal of Retailing 85 (1, 2009) 31–41

Fig. 1. Conceptual model of customer experience creation.

products. And, Novak, Hoffman, and Yung (2000) investigate
the impact of website design in its impact on the customer’s
experience.

The scarcity of systematic scholarly research on the customer
experience construct and customer experience management calls
for a theory-based conceptual framework that can serve as a stim-
ulus and foundation for such research. In this paper we discuss
the customer experience construct, build a conceptual model
of antecedents to and moderators of customer experience, and
examine the need for customer experience management strate-
gies to take these elements into account (see Fig. 1). Finally,
we explore five specific aspects of the model (shaded in Fig. 1)
and identify opportunities for future research. The five aspects
explored are social environment, service interface, retail brand,
customer experience dynamics, and customer experience man-
agement strategies.

Background on customer experience

The literature in marketing, retailing and service manage-
ment historically has not considered customer experience as a
separate construct. Instead researchers have focused on measur-
ing customer satisfaction and service quality (e.g., Parasuraman,
Zeithaml, and Berry 1988; Verhoef, Langerak, and Donkers
2007). However, it is not that customer experience has never
been considered. Most notably, Holbrook and Hirschmann
(1982) theorized that consumption has experiential aspects
(see also Babin et al. 1994). Schmitt (1999) has explored how
companies create experiential marketing by having customers
sense, feel, think, act and relate to a company and its brands.
And, Berry, Carbone, and Haeckel (2002) suggest that in order
for organizations to compete by providing customers with

satisfactory experience they must orchestrate all the “clues”
that people detect in the buying process.

Building from these insights, recent definitions of customer
experience include that “The customer experience originates
from a set of interactions between a customer and a prod-
uct, a company, or part of its organization, which provoke a
reaction. This experience is strictly personal and implies the
customer’s involvement at different levels (rational, emotional,
sensorial, physical, and spiritual)” (Gentile, Spiller, and Noci
2007, p. 397). A second and related definition is that “Customer
Experience is the internal and subjective response customers
have to any direct or indirect contact with a company. Direct
contact generally occurs in the course of purchase, use, and ser-
vice and is usually initiated by the customer. Indirect contact
most often involves unplanned encounters with representatives
of a company’s products, service or brands and takes the form
of word-of-mouth recommendations or criticisms, advertising,
news reports, reviews and so forth.” (Meyer and Schwager 2007,
p. 118).

Adding to the above, we submit that the customer experi-
ence construct is holistic in nature and involves the customer’s
cognitive, affective, emotional, social and physical responses
to the retailer. This experience is created not only by those ele-
ments which the retailer can control (e.g., service interface, retail
atmosphere, assortment, price), but also by elements that are out-
side of the retailer’s control (e.g., influence of others, purpose
of shopping). Additionally, we submit that the customer expe-
rience encompasses the total experience, including the search,
purchase, consumption, and after-sale phases of the experience,
and may involve multiple retail channels.

This holistic conceptualization of the customer experience
differs from most studies in the retailing literature which have



Blut et al. (2018) 

Retail Marketing Mix



Managing customer experiences requires that retailer is able to manage all critical touch
points through entire shopping journey: prepurchase, purchase, and postpurchase. 

Source: Lemon & Verhoef (2016)



Source: Lemon & Verhoef (2016)

“The increasing focus on customer experience arises 
because customers now interact with firms through myriad 
touch points in multiple channels and media, resulting in 
more complex customer journeys. […] Customer 
experiences are more social in nature, and peer customers 
are influencing experiences as well. Firms also have much 
less control, overall, of the customer experience and the 
customer journey, resulting in behaviors such as 
showrooming”.



When aiming to enhance customer experience at the store level, 
retailer should ask:

1. What are our dissatisfiers? i.e., factors that are generally taken for 
granted among our customers.

2. What are our satisfiers? i.e., factors that expected and explicilty 
requested by our customers.

3. What are our delighters? i.e., factors that our customers do not 
expect but something that make them happy.



Kano’s model of customer perception of value

Source: Khalifa 2004





Some key questions for any retailer in today’s market 
environment:

How to create, maintain and enhance store traffic (both offline and online)? 
• How to capture the attention and interest of consumers?
• How to ensure the customers’ satisfaction at every point of contact and across every 

channel?
• How to reward loyal customers and increase their loyalty further? 

How to increase the value of customers’ shopping basket (in all channels)?
• How to increase the customers’ average purchase? 
• How to direct customers to select more profitable items (upselling)
• How to inspire the customers to do more impulse (unplanned) buying (cross-selling)?



Summarizing questions for retailers:

o Through what kinds of strategies and business models can 
retailing organizations achieve improved business 
performance? 

o Through what kinds of resources and capabilities can retailing 
organizations achieve improved business performance? 

o Through what kinds of marketing practices can retailing 
organizations achieve improved business performance? 



Thank you!

Questions & comments:

arto.lindblom@aalto.fi

mailto:Arto.lindblom@aalto.fi

