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CHAFTER I

INTRCDUCTICN

Definition of the Froblem

Since the cessation of world War II, the American
economy has been typified by the dynamic expansion of
the retail trade industry. Initially, this expansion
was supplied by the pent-up consumer demands resulting
from the shorteges precipitated in the five long war
yezrs. However, vefore the impetus of these latent con-
sumer demands had been exanausted, the hignly skxilled
management of botn tne manutfacturins and distripbutive
trades had converted their proauction forces to tne
creation and distribution of a dazzling array of new
products distributed and merchandised by unique methods.
Not satisfied with the windfall sales and profits of
these latent consumers' desires being actualized, the
creative and innovative genius inherent in the Amer-
ican industries forged ahead to provide broad product
lines and the rass market merchandising facilities to
distribute these products. These activities huve pro-
vided the highly competitive and steadily expanding
industrial picture of toiay.

Not the least of tlrese participants, the retail
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food industry has constantly revised and improved their
facilities to erhance the swelling flow of both staple and
new food products to the eager consumers. From almost a
standing start, ihe food industry has propeclled itself
into the supermuarket age with astcenishing speed. with
the realization that the consumer was seeking ease of
access, quality, variety, and freshness in her prcduct
selection, the manazement of the food industry at the
retail level quickly provided the now farilisr super-
market in conjpiilance with these demands. Cne-stop shop=-
ping became a reality, and the cornsumer was proviuaed with
even more leisure time to pursue tne eccnomically inpor-
tant recreational pastimes.

Accompanying this rapid expansicn ¢of the retail
food chains was a tightening competitive picture. Cus=
tomer service costs were ccrstantl; increasing and, at
the same time, comretitive pricing was driving the
profit margins lower. =zither the acquisition of external
operating procedures or a spontaneous internal revision
was needed to revise this unfavorable trend in profits and
sales., Food chain management began tc eanalyze both com-
petitive food chain operations and related retail chain
industries for the answer to their problem.

The problem was two-folu. How to attract more cus-
tomers by a wider product line was the first consider-
ation. In addition, what product line was going to yield

a more satisfactory profit margin in the total merchandising



mix and sales effort. The increasing popularity of one-
stop shopping and the analysis on ccmmodity group profits
provided the answer. Non-fcous seemed tc offer the solu-
tion to both problems and, at the same time, lend itself
physically to the distributive systers already operative
in the food industry.

Non-foods merchandising was not a totally new con-
cept to the food industry. Rather, it was an available
tool that had not yet been fully utilized. Wwith this
realization, fcllowed by the imputing of non-food merchan-
dise into the food retail outlets, the industry manage-
ment solved some of their immediate prouvlems. At the
same time, they created the need for new long-run con-
cepts in the promotion and handling of non-food merchan=-
dise. How to fit the positive and negative attributes
of non-foods into the total product mix was the central

problem and would continue to be of major importance.

Purpose of the Study
The purpose of this study is to outline the impor-

tance of non-food merchandising in the total product
nix utilized in supermarket mercrncadising. The histori-
cal, present, and future importance of non-foods will

be considered. Along with the physical contributions

of profit and volume, the effect of the quality and

type of non-food merchandise on the total retail store

image will be discussed. Above all, how can the



merchandising of non-foods in the future be better co-
ordinated with existingz focd merchandising policy? The
areas concerning quality ccntrol of non-foods will receive
special consideraticn.

Since the supermarket chains are relatively new in
the field of mass non=focd merchandising, the aralysis of
programs utilized by non-focd chains should provide addi-
tional pertinent material on the subjsct. Especially the
r..thods of qualit, control and product analysis could be
most valuable to a focd chain merchandiser of non-foods
and maintaining an over-all corpetitive position in the

present retail food market.

Importance of the 3Study

Tne importance of the ctudy is based upon the hypo-
thesis behind its forrulation, that hypothesis being: The
future of non-fciuis in the retail food chain operation is
based upon the ability of the food chasin management to
successfull, integrate the merchandising of non-foods into
the total pattern or philosoph, of present food merchan-
dising operations. If tne present market images of food
chains do exist, how will the types and qualities of non-
foods affect the consumer image? where shall the emphasis
of advertising and promotion be placed and how will it
affect retail operations? These are guesticns that must
be answered before the food chains can successfully move

forward with their integrating plans.



Through demonstrating the rise of importance of non-
food operaticns, the level of custorer acceptance of
non-foods in the food supermarket, and the trends in present
non=-food operations, it may be possible to qualify a state-
ment about future non-food selling policies. If no other
objective is resalized, this study will, at the least, point
out some of the excellent potential in this merchandising
area. Also, it will demonstrate tine rising importance of
crcating and maintaining an eftfective proauct-service mix
with a definite active part being played by the non-food
categories of merchandise.

One recent speech given at the S.M.I1. Conference on
January 13-14, 1961, points out tlie importarnce of concen-
treting on all aspects of merchandising in the food re-
tailing industry. At the dawn of the supermarketing era,
each retail outlet served on an average of 5,000 farilies.
This service figure hecs dropped to 1,700 families per
supermarkct outlet and shows signs of further decline as
the saturation of the retail market is completed. with
the steadily declining patrcnage per unit of outlet, the
merchandisers must pull all stcps to boost the average
ticket or sales per customer. Non-foods offer one proven

effective method of doing this.t

lNeal Hathaway, "How the lLowney Approach Contri-
butes to Frofitable krogress in General l.erchaudise,"
presented at Super Market lnstitute Inc. Conference on
General Merchandise, January 13%-14, 1961.



Limitations of the Study

There are some factors which may 1limit the depth of
penetration of this study. The first of these concerns
the quality and tyge of data available on non-food mer-
chandising programs. In addition to being limited, the
data on non-food merchandising is well scattered through-
out the varicus food industry periodical publications and
relsted publicaticn sources. S.M.I. 1is currently trying
to launch an effective program to collect and tabulate
industry data on non-food promoticns, but no concrete re-
sults are yet available. It is indeed unfortunate that
such a fertile promoctional field has received so little
concentrated market research effcrt.

This report will not try to prescribe the methodolegy
by which any particular retail food chain snould insti-
tute a non-food merchandising program. DMany chains have
quite adequate systems for their present stages of devel-
opment. Rather, an over-all observation of the status
¢f non-foods within tle present product-service mix, sand
the incrcasing importance of quality in non-foods to
match the regular product stanuards is the prorosed
limitation of this parer. The remarks will be confined
rainly to observations on present fcod industry systers
as well as those utilized by related chain organizations.
Through these observations, and the review of available
data, some concepts for the formulation of an effective

non~-food program or the reorganization of an existing



program may be formulated by both this author and inter-

ested readers.



CHAFTER II

HISTCRICAL DuVelCEHLLT AND FRooahT
FCSITICH CF NON=FCCL3

Non-Foods Develciment with the Jupsr HMarwet Industry

As is often true, many pecple tena to lock upon their
rresent problem as unigue and entirely difierent from those
recently solved and past. This definitely follows in the
observations being made by inaustry p=rsonnel about the
present problers and situatiowns evolving from the diffi-
culties of non-food integration. In many cases, they seem
to feel that this new horizon nas Jjust develcped and that
non-foods are presenting problems that have not previously
been surmounted. with relatively little researc: effort,
the historical develcopment of non-foods would demonstrate
how other operators have already sclved many of the most
perplexing current problerns.

Early non-food development.--Almost as old as the

concept of supermarkets is that of selling non-foods in
the retail supermarket outlets. Wwhen the early pre-super
market grocery retailers finally divorced their operations
from-those categorized by the general store, many product
lines were still retained that definitely did not core
under the heading of grocery food products. Soap chips,

8



pails, brooms, dusters, sponges, and twine, represent only
a few of products retained by the grocery departoent that
now come under the heading of dry grocery product. Thus,
in a small way, non-foods have always been a part of the
grocery product-service mix.

In a large, more dramatic, but often forgotten way,
is the type of integrution that actually saw the creaticn
of individualized non-food departments spring into 1life
right along with the birt:. of the super mariet. The Big
Bear, opened in 1932 in Elizaoeth, New Jersey, is one
example of mass non-focd merchandising. This store was
opened in a 50,000 square foot vecated ractory building.
Actually, only %0 per cent of the total s,ace was devoted
to the focd busiress. The rest was udevoted to non-food
departments which were leased con a percentage of sales
besis. These eleven departments incluaed:

l. meats

2. fruits and vegetables

%. dairy products

4, fresh bakeryproducts

5. candy

©. cigars and tobacco

7. cut-rate drugs and cosmetics

8. electrical and radio supplies

9. auto accessories

10. soda and luncheonette2
1l1. paints and varnishes
Although all of these departments are ot non-food

operations, the resulting lease fees still hely prove the

point that alert merchandisers early realized the profits

2M. M. Zimmerman, The Super larket (New Yorx: DINcGraw
Hill Book Company, 1955) p. &4c.
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to be gained through non-food selling. The first year's
sales receipts totaled #1,085,875.80 of which 5.13 per
cent was turned into the operators of the Big Bear as
the percentage of sales lease fees. Considering the
total rental obligation of the Big Bear Company was only
$15,C00, the resulting profit was over d?O,OOO.j

Recent non-foods development.--Unfortunately, many

of the food industry leaders were slow to visualize tlLe
possibilities offered by the supermarket concert and even
slower to grasp the significarnce of non-foods as a highly
profitable and versatile prcduct line. It was rot until
tne close of the second world war, as mentioned in the
introduction, that the dynamic expansion of the non-food

lines really began. A study by Sugermarket lerchandising

in 1954 clearly shows the important change in non-food
merchandising in the six years following the close of
world War II. As demonstrated by 1able 1, many items
such as after-shave lotions, baby creams, lighter fluid,
furniture polish, auto waxes and brushes arose from ob-
scurity in non-foods operatious to almost 100 per cent
integration in all supermarxet outlets. (ee Table 1,
pages 11, 12, and 13.)

Fach year new items become standard product 1line,

providing additional gross dollars and net profit returns.

3Tviq.
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Table l.--Growth of Non-Foods in Supermsrkets 1947-1953

- ]

Fercentaze of all Supers

Non-Food Categories 1947 1950 1953

Health and Beauty Aids
sanitary pads 67.0 86.4 94.0
shaving cream 56.0 81.9 92.9
cleansing tissues 87.0 90.5 92.6
toothpastes 57.0 8%.8 92.5
shampoos o4.0 83.4 92.53
razor blades 68.0 85.0 2.0
toothbrushes 45.0 74.9 91.5
hand lotions 66.0 80.3 91.2
deodorants 50.0 777 yl.2
absorbent cotton 41.0 75.%7 90.6
after-shave lotion 20.6
home permanents 64.0 9C.o6
first-aid items 44,0 8.0 $0.0
hair tonics 47.0 70.9 85.1
hair pins 32.0 71.4 89.1
talcum powder 44,0 “5.5 88.6
mouthwashes 49,0 75.4 88.0
headache remedies 754 87.1
cleansing cream 56.0 73. 86.9
hair comos 550 71L.8 8.2
cough remedies 44,0 66,7 8L.5
laxatives 4 v 71.8 8l.2
safety razors 78.9
nail polish 32.0 54,06 70.0
hair nets 25.0 53%.3 76.3
sundries 76.0
face powder 41.0 62.9 75.1
hair rinse 4.6
surgical dressings 70.9
curlers 21.0 49,1 68.6
chest rubs 4,0 055 68.6
lipsticks 30.0 44,3 6l.7
Patent medicines 65.6
foot preparations 56.%
hair dye 52.3
perfumes 43.7

Baby Needs
powder 7%.0 92.9
baby o0il 73.7 92.6
baby lotion 90.6
baby creme 87.1

————
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Table 1 (Continued)

Non-Food Categories Fercentage of all Supers
1947 1950 1953
bottles 53.2 835.7
nipples 50.9 81.7
baby pants ©60.9
Magazines, Books, Records
children's bocks 55.4 72.0
magazines 33.0 36.9 6l.1
pocket books 31.1 49,5
records 4,2 8.0 31.1
Soft Goods
cotton worx gloves o3.4
hosiery 60.0
rubber gloves 52.9
men's socks 48.6
children's socks 6.6 48,3
plastic tablecloths 31.5 44,0
towels 19.8 35.2
handkerchiefs 10.6 13.9 28.9
aprons 6.0 7.5 22.9
draperies 8.5 18.9
children's wear 4.2 4.7 9.4
work clothes 4.2 8.3
pillowcases 4.2 8.3
sheets 4.0 7.7
blankets 2.6 6.9
plastic curtains 0.8 6.9
lingerie 5.0 5.7
handbags 2.7 4.9
sandals 4.0
Stationery
school supplies 42,0 52.0 68.6
inks 53.3 68.0
stationery 54.C 45.8 o7.1
gift wraps 28.3
pens 56.6
cards 43,3
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Table 1 (Continued)

Fercentage of all Supers

Non-Food Categories 1947 1950 1953

Paper Specialties

freezer paper 8C.9
wooden spoons 70.5
freezer containers 70.C
paper tablecloths 51l.1
taps 49.1
Toys
toys 10.5 24.6 48.%
games 56.5

Housewares and Appliances

kitchen utensils 4.0
electric bulbs 06.0 70.9
fuses 45,0 57.8
batteries

can openers

cutlery

ironing board covers
small tools

mixers

radios

house paint

freezers

washers
refrigerators

ranges

dishwashers

PDWW N & oo~J®
HW\UII\N~J2~J 00 0 @
PO FOHWKO
L] [} L[] ] * * (] )
~OWHOF &FO\O

L] L] L] * o .

WNLWOHOOO

Miscellaneous

candles 69.5
pet=care items 51.5
notions 24.64
jewelry 3.2 8.9

4"Non-Foods Jump to lMajor Rank," Super liurket Merchandising
(January, 1954).
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As further evidenced in Table 2, page 15, tue volume
of non-foods becomes a major f:ctor in the tcoctal store
volume. The same 1954 study shcwed that the average super
market counted non-foods as docing 11.9Y per cent of the
total store volume. Cne-fourth of the stores dc 12.5 per
cent to 5C per cent in non-foods. wnven with these stag-
geriny figures, the retail fcod mercuaandisers hau not
realized the full pctential of non-:cod products.

From the early fifties, the importance of non-focd
dollurs in the total reteil volume of the supermcrkets
nas ccntinued to increase. The width o the jrouuct line
and the tyre of merchandiszing presentstion has constantly
improved. In zddition tc¢ iniividual firm efforts, tuere
have been national conferences on packaging, advertising,
displaying and other important facets of non-Ifocd merchan-

dising. Super Market Institute and Cnain Stcre age have

been two of the leaders in thiese programs. Throuegn this
type of concentrated effort, the executives of both the
chain super markets and the general merchandisze or ncn-
food distributors and manufacturers have fostered the
growth of non-foods to their present position of prominence.
Also, the basis has been laid for extensive gains in the
supermarket selling of non-foods as the industry proceeds
thrcugh the sixties.

Fresent positicn of non-foods.--In 1957 and 1S58, the

total share of sales enjoyed by the non-focds portion of

the supermarket product mix was between 4 and 5 per cent.
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Table 2.-=Fercentage of_.Business
Dene in Non-Foods”

% of Total Volume % of Company's . % of Store's

in Millions Volure Selling Area
0.5-1.4 5.8 1.8
l.5-2.4 5.8 5.5
2.5=5.4 5.8 5.0
3.5=4.4 7.2 5.6
4,.5-5.4 7.2 1.5
5.5-8.4 8.7 4,5
7.5=-12.4 24,7 55.1
12.5-17.4 14.5 15.0
17.5-22.4 5.8 5.0
22.5-27.4 ' 4.4 1.2
27.o-32.4 l.4 0.5
32.5=-37.4 2.9 1.2
37+5-49.9 l.4 0.9
50,0=-over 4.4 5.6
1C0.0 100.0

2Ibid.






In 1959, this total share rose to a solid 5 per cent and
the available figures for 1960 seem to indicate that the
total wvolume, as well es the percentage of sales, will
again rise. This is in contrast to 1954, when non-=foous
accounted for only 5.5 per cent of the total supermarket
volumes.6
If this percentage gain is used as a forecast trend,
then it is not imjpossible to visuaclize a day in the near
future when non-foods mey account for 7 to 10 per cent of
the total supermarket dollar sales volure. In 1959, thre
average of over 5 per cent incluued focd o erators who
did as much as 5C per cent of their total store volume in
non-foods. Cf course, this average figure also included
many operators who did less than 1 per cernt of their
store volure in non-foods. This again points out the fact
that the industry, at the szme ti-e, contains opesrators
who are aware of the high poterntial of non-foods, and those
who cannot see the mercoandising advanta~es inherent in
7

the promotion of non-foods.

Figures publisned by krogressive Grocer put the pres-

ent non-food volume at upwards of %2 billion, 200 miliion
a year. An important part of these sales are accounted

for by the rmovement of health and beauty itess. The

6Curt Kornblau, "facts and Figures about tne krogress
of General Merchandise in Super lMarkets," speech presented
at Super Market Institute, Inc., Conference on General
Merchandise, January 15-14, 190l.

?Ivia.
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supermarkets in 1959 sold over 5C per cent of nctional
sales in leading health and beauty items. Thirteen

per cent of all phonograph records were sold by food
stores. Twenty per cent of total newsstand magazine
volume was handled by the food supers. Cbviously, the
importance of the retail food industry in marketing many

non-food product categories cannot be denied.8

Future Trends in Non-Fcod Selling

Sales.--There are two major forces that shculd con-
tinue the increase in non-food sales. The first of these
is the increasing consumer preference for shopping in
large stores and one-stop shopping. Cne indicsation of
this preference is shown in the declining number of fcod
retail outlets responsible for mcore than 70 per cent of
the total focd store sales in the United States. In 1939,
the total number of stores res_onsible for over 70 per
cent of food sales was 112,0C0. This hau been reduced
from a high of 120,000 in the lute nineteen twenties.
In 1948, the numoer of food stores was 9C,200; in 1954,
it was 5(,325; and in 1958, it was 44,501. The analysis
°f the 1960 market shows that 39,500 food outlets accounted
for 948.6 pillion of over 70 per cent of the total food
dollar Sales. Cbviously, the ccnsumer prefers to find

8l1 of her food needs at one location rather than shopping

\

: W. Muller, "Where we Stand on Non-Icods," krogres-
Sive % (February, 1961) p. 6.
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9

in individual markets for each food product line.
A recent Nielsen study disclosed that, based on an
analysis of tonnage sales of thirty important commodity
groups, the consumer in 1958 purchased 62.9 per cent of
her total requirements in chains and supers. In 1959,
the total advanced to 71.4 per cent and in 1960, 72.8
rer cent. This again wculd seem to indicate the prefer-
ence for one-stopr shopping and the possibility of wide
consumer exposure to non-foods through the use of fewer
and fewer retail ou.tlets.lo
If the non-food producers, distributors and the
retail food chain merchuandisers were to become fully
aware of +this situation, one immediate merchandising ad-
vantage would become ariarert. Tne use of the distribu-
tive systens already develcied by the coriocrate food
chains wowuid allow maximum consumer ex,osure with minimum
Ierchandising expense. The fixed capital investments of
corerate food chains incurred by the c:eation of ware-
houses, stores, and trausport fleets, in rany cases, have
& high degree of unused potential tonnage capscity. If
this unusgeg tonnage cajacity were to be utilized by the
Movement of non-foods through the vertically integrated
corrorate food chains' distributive systems, there would

be two groups of benefactors.

9
: The Consumer Votes, A Research 3tud c
y b the A. Ve
Nielsen COmpany,T965. ’ 7

10 .
Ibig.
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First, the corporate food chain merchandisers would bpe
utilizing the fallow capacity with the moverment c¢f a high-
rrofit line of product. Second, the non-Iocd producers
and distributors would be getting increusingly efficient
coverage of a dynamically ex;anding market. working to-
gether, these two grcups should rot only be able to improve
the customer's selection of product, but the unit cost of
heny non-food iterms should be recaching the consumer at a
lower ficure. This, in turn, should generate more sales
which would readily compensate both the producer and the
distributor in additionsal profits.

The second mejor factor that shculd enhunce a growta
trend in non-foods is the way 1in which the consumer is
utilizing: her constarntly increasing purchasing pcwer.
According to sore recent survey work done on how t:e indi-
vidual utilizes her disiosuble personal income, the future
of non-foods looks very bright. As disjposaple perscnal
income goes up 1 per cent, the a-cunt of roney spent on
foods goes up only .8 of one per cent. Cn the other hand,
the amount of money spent by ccnsumers on toys goes up
1.5 per cent. The amount of ccnsumer expenditure on drucs
&nd sundries goes up 1.4 per cent. For example, if a
customer has 80 extra to spend on food, then she will have
#1350 extra to spend on non-durable toys.ll
This jindex is the result of a zovernment study in

Tetai ; . .
tail industries, such as the May Company ana the Generzl

\\

Hathaway, loc. cit.

——



20

slectric franchise outlets. The index may have its own
built-in faults, but the important point is the zensitivity
of non-food products to the rise in dis, csable personal
income. Cbviously, this means that the food chain oper-
ator, in order to share in the steadily increasing naticnal
standard of living expenditures, must revise his product
line to include those types of product which the ccnsumer
is most likely to buy with her increasing purciiasing

rower.

To demonstrate the validity of the above predictions,
consideration need only be given to one important segment
of mon~food merchandising. A quick look at the food re-
tailing industry's increasing share of the health and
beauty aids sales will clearly show where the non-food po-
tential lies in today's market. Tavle 3 shows the trend
in commodity sales of drug and food stores in the 1958 and
1959 years. (See Table 3 on page 21.)

Two important facts can be learned from such an obser-
vation. First, of course, is the tremendous increase in
sales in all product categories of the beauty and health
aids. This alone should mzke the manufacturers and retail-
ers aware of non-food's potential in retail food outlets.
The manufacturer of a national brand drug product should
Quickly lose any hesitancy he may have about placing his
product before the consumer in the lowly food market.

Likewise, the food merchandiser siould be hard put to
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Table 3.--Trends of Commodity Saleiain Drug and
Food oStores Total U.S.

_— ]

Drug Stores Food Stores
1959 vs. 1958 1959 vs. 1958
headache remedies 0 % +7 %
dentifrices -1 +5
laxatives +2 +i
shampoos +1 +2
razor blades +4 +9
cold remedies +17 +41
deodorants +5 +11
sanitary goods +5 +11
oral antiseptics 47 +13
hair tonics . +2 +15%
home permanents -7 =12
shave creams +2 +9
hand care +4 +5
tape and bandages +5 +6
Yoo thbrushes +5 +9

muster any resistance to non-foods in the face of this most
obvious demand.13
The second obsecrvation to be made is that of the re-
ward to be obtained by giving the merchandising of a non-
food product category a fair trial. The self-serve drug
department is probebly closer to vLecoming a reality in all
supermarket outlets than any other Jdepartrent in non-foods.
The consumer acceptance of a segregated drug department

clearly demonstrates what a concentrated effcrt on a non-

food category will produce in profit and sales. although

1
2Twenty-Sixth Annual Neilsen Review cf retail
Grocery Store Trends (1960) p. 13.

1
5Zimmerman, op. cit., p. 42.
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garden supplies, soft goods, and housewares are receiving
spotty ccnsideration for separate departmental treatmewnt,
there has been ro concentrated effort in these areas equal
to the treatment given the drug sections. When the mer-
chandising abilities of the coryorate food chains are
turned to these comparatively new areas, there is no reason
to believe that the results will not be as rewarding as
those incurred turcugh departmental merchandising of beauty
and health aids.l4

Allocation.--Turning from the projected sales of non-

foods to the store allocation of the product, the trend
again predicts growth. As previcusly mentioned, some of
the early supermarket operators devoted as high as 70 per
cent of their selling area to outside agents 1represented
by both food anu non-rfood merchandiserc. =zowever, it has
not been until recerntly thet the designers and architects,
rlanning the modern supermsrkets, have included individual
derartmental facilities for the integrating of non-foods
into the total store product mix. Again, the lessons
learned in the merchandising of drugs provided the basis
for this new concept. Consequently, the averare new super
market opened in 1959 devoted 10 per cent of its celling
area direct1y>to non~foods. This selling area was generally
Segmented, and departments for individual non-food product

lines were supplied. From this selling area, the 1959 new

14 .
Kornblau, op. cit., p. 8.
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supers were realizing about 6.7 rer cent of their tctal
store sales.

That the importance of non-foods will continue to in-
crease, there can be no doubt. How the merchandisers inte-
grate the positive attributes of non-foods with those
already evident in their food product service mix is some=-

what more questionable.

Present Attributes of Non-Food lierchandising

Non-foods a promotioral tool.--Cne of the newly found,

but to date little utilized, promotioral tools of the super-
market merchandiser is that of the non-foods. Used as a
loss leader or a regular weekly feature, the non-food prod-
ucts lines are proving themselves caprable of pulling as
much traffic as those specials from the dry grocery or
perishable departments.

Many arguments huve been stated against the proba-
bility of having a general merchandise product used in
this manner. Cne of these is the fact that the super-
markets are accustomed to havinz consideraple financial
aid in the way of cooperative advertising whenever they
promote a particular manufacturer's product. Since the
amount of branded merchandise sold in a general merchan-
dise promotion is often relatively small, the manufacturer
is unable to extend much promotional aid to the grocery
promotion program. The supermarket organization is,
therefore, pushed into the position of underwriting most

°of the promotional expense, and often must develop the
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entire promotional program, including the theme and compli-
mentary media advertising copy.

Cne industry report shows that most advertising and
promotional expenditures for general merchandise tend to
vary from O.5 per cent to C.8 per cent of sales. Super-
market expenditures for other major categories account for
close to 1 per cent. This does not include stamps or other
promotional costs.15 It seems thet expenditures for pro-
motional activities are not governed by sales returns or
profit dollars, but by the amount the manufacturer is
willing to devote to the selling effort. If this is the
case, the jobuers and producers of general mercr.andise
non-food product will nave to loosen their purse strings
or face a long, hard climb to ever reach the desired posi-
tion of prominence in the total scope of supermarket
merchandising activities.

It is not clear whether this above mentioned deterrent
to efficient non-food integration is an argument for the
supermarket merchandiser or the non-food vendors. In the
case of the supcrmarxet merchandiser, it would seem rather
foolish to neglect a product category where a little promo-
tional spending could be so handsomely rewarded. Likewise,
the non-food vendor would easily move toward a compronise,
realizing that a small loss incurred by giving more pro=-

motional support would be more than compensated for by

1
. sRagmmnd Loewy Corporation, Super Markets of the
2ixties (Loewy Corporation, 1960) Section I, pp. 104-105.
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the additional product movement incurred through weekly
exposure to a mass market.

A second argument against the use of advertisements
for non-foods is that all stores may not carry tne merchan-
dise. Many stores are still physically limited by the
space they can devote to non-foods. This forces the
stores with adequate home cernters to go withcut promotional
aids.l6

The answer to this dilemma is obvious. DlMany chains
are already using informative advertising which points
out which retailing locations have the prcduct availsble.
Also, the present trend in supermarket construction and
layout is more and more providing the necessary mevrchon=-
dising footase for non-foods.

A third criticism is the type ol promotional fore-
thought that now accompanies the majority of supermarket
non-food promoticns. Iiuch of the advertising is done on
a8 last-minute basis. rfrequently, the merihandise will
move through the warchouse and into the retail outlets
without any forewarning to the store managers. It is not
vossible to give the non-food product the merchandising
treatment it needs when no notice of delivery is given or
a last-minute ad appears.17

The answer to this problem is the same as the answer
%o any merchandising problem concerned with the promotion

1
6,,Ibid. s Pe 105.

17
Ibid.



of any type of product line. Gcheduling is the key to
successful non-fcod merchandising. In the use of non-
foods as a promotional tool, one must make sure that he
schedules his promotions and items. He must make sure
that he has adequate detailed description of the merchan-
dise from the supprlier for his ads. He must make arrange-
ments with the advertising depertment for signs, banners,
and streamers or other advertising material needed. Notes
to the stores should be made up, advising them of the pend-
ing promotion and giving them details so that displays can
be planned. If possible, tie-in items and a variety of
rossible display locations should be given.l8
One company has found it advantageous to devise a

monthly calendar to point out possible promotional activ-

ities for each month of the year. Their program is as

follows:
January White sales
February Valentine's vay; Lincoln,

washington birthdays

March Garden supplies
April Laster
May lother's Day; Memorial Day
June Father's Day; Ficnic supplies
July Clean=-up--spring and summer
August Back to school
Segtember Labcr Day==back to school
Cctober Halloween--Housewares; bakeware
November Thanksgivingcfnd Christmas
December Christmas
1

8I‘Iartin Latter, "Fractical Ideas for Fromoting
General Merchandise," presented at Super harket Insidtute
Inc. Conference on General lierchandise, January 13-14, 196l.

191pi4., p. 3.
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This calendar offers promotional possibilities for non-foous
in every month of the year. Cbviocusly, tne advanced plan-
ning will enable maximum sales for each month's promotional
efforts.

Finally, the criticism of product quality is given as
being a failure of non-foods promoticns. If non-foods are
used as loss leaders or featurss, they should still repre-
sent a value to the counsumer. It is a standing criticism
that muny stores use the dumping technicue when non-foods
are an advertised teature. Frice is low, but so is quality,
and consequently the consumer loses his appetite for non-
foods promoted in supermarket outlets.

The answer to this final problem is simply comron
sense and merchandising control. Certainly a large quick
profit can be realized by dumping a proiuct line at a low
cost, but the over-all long-run result will be quite un-
satisfuectory if the practice ccntinues. The hiszh profit
margin enjoyed by most non-fcod products is a desirable
zddition to the general merchandise mix presented by the
supermarket. Only through realistic and fair treatment of
both the product line and the consumer can it continue to
give precent valuable performance.

Past examples nmight help point out how inadeguate
these arguments are against the use c¢f non-foods as fea-
tures or loss leaders when proper merchandising farsight-

edness is used in building the promotionzl program.
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Albertson's Food Centers in the Seattle and Tacoma,
Washington, area recently had an excellent promotion on
car anti-freeze. Through careful timing of the anti-frecze
promotion with the fall weuther, Albertson's enjcyed a sale
of over 1,000 cases in one store unit. Alvertson's usual
rrocedure on non-foods promotions is to plan for four weeks
in advance and to provide many tie-in items to compensate
for the profit-loss if the norn-fcod item is utilized as a

loss-leader.20

A second example is provided by the experience of
Jansen's of 3t. Louis in cpening an I.G.A. foodliner.
lixing bowls and canister sets wcre used as loss-leaders
duriric; Lhe store opening. Albert Jansen, manager of the
store and the vice-president of Jansen's select Foods, Inc.,
Stated that the non-food leaders performed gquite well.

Cver 1 ,5CO0 units were roved in the first weex of the oren-
ing, creating a heavy cucztomer ccunt. In additicn, lr.
Jansen pointed out that the cost incurred by creating the
red-n ot price on the bowls was not as great as if a food
item had been used.ot

Cwver all, the non-foods seem to ofler a defirite pro-

motiorial tool when utilized es add features or loss-leaders.

With expericnce comes confidence, and many of the corporate

—

=20 )
~ ""Albertson's Chain Scores with Hdousewares Setup,”

Uperm s ket News (January 9, 1961).

1
Fings s ""Non-Food Fullers cffective, Less Costly, Jansen's
Se Jupermarket News (rebruary 20, 1961).
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chains are now incluaing a non-food item as a part of their
regular weekly promotional plan.

Non-foods a profit tool.--It is in the realm of profits

that non-foods off-r their brightest opportunity. Currently,
the trend in the average store layout is from 10 to 20 per
cent devoted to non-foods. rfrcm this space comes sbout ©
to 1C per cent of the total gross profit sales dollars.
Presently, about 27 per cent of our super markets have a
separate non-ioods secticon for all non-foods. Frcm these
departments, the stores will realize as much as a 31 per
cent average profit on gross sales.22 As snown in Table

4, many non-food items carry an excertionally high mark-up.
This can be uemonstrated by comparing the product grcup
rarke-ups with the figure of 20.5 per cent which represents
the averure gross margin of grocery products for chairs
selling in 1958.°7

Table 4.--Non-Food Gross Frofit kerg&ntage Cn
troduct Categories for 1958

—_— ———— — —
Department Dollar 3zles Tercent of Fercent of
Total Sales Margin on Sales
Health & #23%,000 2.30 % 32.5 %
Beauty Aids
Housewares 9,200 .92 53.0
lMagazines & 5,800 .58 20.0
Books
Soft Goods 5,400 . S4 31.9
goys 3,500 55 55.2
honograph 5 ,OOO . jO 28.4
hRecgrds
Stationery 2,500 .23 41.0
éll Non-Foods Average
uper Market 1958 $52,000 5.20 % 51.0 7%
22 '

‘ "Better Merchandising Doubled Cur Magazine and Book
bales’" %A

Erogressive Grocer (April 1959) p. F=13,
wE1lbur B. ingland, Cperating Results of Food C:.ains




30

The profit addition to a supermarket merchandiser's
mix is most obvicus when we look at a Nutional Association
of Food Chains study made in 1958. The stud, points out
that the relative amount of non-food items sold afiects
the gross margin naterially vecause of the mucn higher
mark-up placed on such items. For example, if grocery
products were being soli at an average mark-up of 17 per
cent, and if non-food items, with a mark-up of 25 per cent
were subsequently added, total net sales of 95 per cent
grocery products and of 5 per cent rnon-food products would
produce a gross margin of 17.9 per cent. This shows how
influential tne addition of non-fooas can ve on the total
produce mix and gross marginu return in a food m-rchandising
organization.25

In order to obtain these hi-her-than-average mark-ups
and still maintain the desired consumer demand for non-food
rroduct merchandised in supermarkets, the supermarket mer-
chandisers can resort to either of two pricing theories.

The first of these is the "full-price theory," in which
the mark-up on product is maintained at an averasce of 35
per cent. This is dcne by two methcis. First, the oper-
ators can carry low-ticket items in the non-food section to

€ive the imare of general low prices. Jecond, there is

in 1958 (noward University rress, 1959) p. 1ll.

4 .
. "Better Merchandising Doubled Cur ia: azine and Book
vales," 1oc, cit.

"
(Faj 45Ju.lian Haniler, How to 3ell the Supermarkets
4irchilqy, 1359) p. 44.
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constant promotional activity going on in the department
which draws the consumer's attention to the department's
selling area. Tie=-in product and imyulse sales more than
compensate for the markdown which must be taken on the
feature item.

The second theory is the "low ticket" theory, which
reduces the average margin to 28.5 per cert. The group of
merchandisers using this pclicy does not specialize in
low price features on loss leaders. Rather, they claim
that they are using the supermarket principle of mass mer-
chandising. First, they try to impress upon the consumer
that he will receive }ower across-the-board price on all
products, hence extending the supermazrket theory of mer-
chandiéing. second, they believe that this policy of lower
price will attract the additicnal patronage necessary to
achieve by volume what the followers of the full price
theory achieve by price. So far, this theory has not
proven to be adequate, since the "low ticket" policy users
ére cnly obtaining abcut .5 per cent net return and the
"full price" theory merchandisers are realizing upwards
of 4.0 per cent net profit.26

Regardless ¢f the rricing methodology utilized, it can
safely be said that the markup enjoyed by the general cate-
Bory of non-foods is substantially above tiLat of the regu-

lar grocery merchandise. 4lso, the acditional irofit

2r
oLoewy, op. cit., p. 100.



pargin allows the merchandiser more freedom of price move-
ment and, thereby, creates a very feasible merciarndising
weapon.

Non-foods offer added variety as a merchandising tool.=--

Mon=-foods can offer cdepth, width, and interest tc a super-
rarket's merchandising spgrcach. The first of these cate-
gories (depth) is developed by catering to a particular
marieting area's characteristics. For example, if a neigh-
borhood or marketing area is knowxz Ier its fisaing and
recreational acti.ities, then the non-food department can
cash in on sales of items such &s boat hats, fishing equip-
ment, swimming equipment, and picnic supplics. Adjusting
to a merket particularization is an excellent way to vuild
the store's non-food volure.

The attribute of width is obtzined b, carrying a wide
line of product. NMany authors huve written about the impor-
tance c¢f impulse sales in supermarket merchandising. With
a wide variety of ncn-food product displaying a multitude
of choices in cclor and style, the non-foods department is
gcing to attract man, extra sales dollars from those all-
important impulse sales. The merchandise is availeble in
abundance, and the innovistic ingenuity of our supermarkeﬁ
herchandising personnel should be able to capitalize on the
Consumer's impulse buying habits.

Finally, the prospect of interest is also an important
¢omponent of non=-food merchandising. GSome day the consumer

Who has seen everything and understands everything may
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evolve, but until then the non-foods sections of the food
stores will continue to captivate the nterest of the con-
sumer through the consumer's own natural curiosity. what
is more interesting, especially to the male jartner on the
weekly shopping tour, than a thirty foot section of shelving
loaded with the latest and scme not-so-late do-it-yourself
gadgets? TFrequently, these product lines can be in the
lowest product price line and still carry above a 35 per
cent mark-up in profit. =cven the lady of the family will
stop each vieek if she lecrns that the mancgement keeps
fresh product lines on the shelf and that she can derend
upon the department's heving her household small hardware
needs.

If the ccncept of multiple sales to a single customer
is to remain as the core of our supermarket merchandising
theory, then non-food products can be instrumental in
maintaining the multiple sell idea. Non-foods thrcugh the
tyres and varieties available for sale are especially well
fitted for the type of impulse merchandisin; that is be-
coming increasingly important in supermarket selling.

Cne final adventage of non-food merchandising is tne
Creation of competitive equity. Unfortunately,many of our
Supermarket outlets are in tue non-food business merely
because they feel thet they need to keep pace with their
CCmpetition. This is probably one of the reascns that
toere has peen a hesitancy on the part cf supermarket man-

agement to accept non-focds cn a wide scale. The people
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responsible for formulcting and implementing the non-foods
programs are only trying to lcok good and keep up with the
competiticn. This type of activity has killed creative
mercharndising thought and left much of the industry in

the wzit-and-see follower's club.

Wevertheless, the creation and maintenance of a non-Iood
department will give the supermarket a competitively equal
base upon which it may build its merchandising scheme.
History is probsbly on the side of the non-food vendor.
Thut is, as the alert supermarket merchandisers learn from
experience what merchandising benefits can be derived from
an aggressive non-food policy, they will use this tool
more often in the formulution of tneir merchandising pro-
grams, The not-so-alert will soon follow when it beccomes
evident thet their leckadaisical attitude may leave threm

in their competitor's dust.



CHAFTER III
MERCIARDISING TouCHWIGUES==FCCDS VG, LOR=FCCUS

The importance of nocn-foods and the pattern ol growth
whichh +they now have and will ccntinue to follow having been
establ ished, it now seems important to investigate bcth the
tyye ‘of merchnerndising presentl, being utilized on non-foods
ana the consumer acceptance of, or reactioun to, such mer-
cnand ising. lfarticularly the consumer reaction to the
qual 1ty of non-focd product offered shouid be investigated.
4lso , the difierence in approzch to promoting food versus
non=-f'ood items must be ccnsiderec to see if the inccugruity
in R erchgndising technicues utilized on fooa versus non-food
cetessc ries is creating undesiravle ccnsumer images of both

the £fo od chain snd the ncn-food department.

General Grocery lMerchandising trolicy
Realizing that the super market cperation may cnly
SUrviwve if it has the zbility to impress ujon the ccnsumer
the i-ma.':‘te of wide selection, quality mercharndise, reliable
ualit - » and convenience, supermerket merchandisers have
concent ryted their promoticral activities in these areas.

Thes X . . . .
°S¢ D romcticnal tcols, in turn, provide the high customer

traffj .
ffic count which enables the supermarket operator to

55



N
[¢))

sell not only the product on the consumer's shopjping list,
but also the wide variety of impulse items that are dis-
played throughout the store.

In order that the supcrmarket merchandiser might first
establish this necessary traffic flow, the ccnsumer's con-
fidence in quality steple goods must first be geained. Here,
national brands and standardization of quality of private
le:bels become of major importance. The supermerket mer-
chandiser relies upon the consumer's knowledge of this
troduct to help him in his atterpt to promote heavy store
traffic. The merchandisers utilize this ccnsumer k:owledge
by low pricing of the known braonds and standerdized staple
products. These offerirzs, alcng with a wide and ceep mer-
chandise assortment, give the ccnsurmer the ccnfidence in a
store beczuse it enables hLer to chocse and compare.

These above facts pertain to the dry grocery operation,
but of ccurse rot to the perishable departments, where
little or ro pre-sellins of the ccnsumer can be don=. The

bersonality of the store will freguently rest on the ability
of the corporate food chain's staff to procvide the various
retail operations with gquality revail product fer the per-
ishable derurtments. Lothing can destroy the shopirer's
image of a store more quickly than the poor quality of
dairy, Produce, or meut product. Aloung with poor quality,
the lack of merchandise in a standard rroduct line such
8 milk, lettuce, or ground beef can also destroy the

image of relisbility.
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The food chain merchandisers realize that the important
question in their retailing activity is the probvlem of es=-
tablishing & unique consumer ima;e. They rust accomplish
this consumer confidence by the utilizaticn of the follow=-
ing merchandising tools:

1. The use of pre-sold national brands or private
labels which may be promoted through pricing.

2. lMaintaining a constant sup;ly of product to
assure the ccnsurer of one-stop shopping.

3. Carrying a wide variety of product containing
both width and depth in individual product
categories.

4, Carrying merchandise thetis pacrxa ed for con-
venience of use and standardization of unit
size.

5. Carrying product thct has gquality egual to or
in excess of the cor petitor's jroducts in the
same grice range.

When every supermarhet 1s laid out in the sare fusnion
and the product line carried by eacn is quite similer,
adherence to the above principles for dry grocery and
perishable products has been a Cefinite mcerchandising pre-
requisite. Although these avove ccnsiderations do =znot
constitute all of the facets of supermcerket operations that
create competitive inequalities or aivartases, they do
cocnstitute the important aspects of product merchandising
and presentation. All of the product carried by the
supermarket must either fit the above stipulations cr it
will detract from the over-all merchandisi:g image. Gen=-

erally speaking, the dry grocery ard perishaole product

fits well into most merchandising operations because of
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the conscious or subconscicvus use of these above principles
when fabricating the imputing process of a product or

product line for implementation in an established product

mix.

Non-Food lierchandising Folicy

Due to many factors, the merchandising techniques
utilized in promoting and selling non-focds deviate from
the established food product policies. The type of
product represented by noan=-foods ond tne methods of mer-
'chandising differ sc much that the grocery mercharndisers
are not quite sure how to induce the non-food product into
the merchundise mix without disrupting their all-important
consumer food image. nrather then treat the non-focd prod=-
uct lines as @n wcaitionual uepartment with emphasis on the
treditional product qualificetions, the non-food merchun-
disers have been snoved intc a catch-as-cutch-cun basis.

Methods of non-fcod procurcment.--Cne cf the main

factors ccntributing to the confusicn on non-food merciusn-
dising is the variety of metiods by which the fiod chain
operators procure their non-iood product. Tnere are five
main cha:nels of non-focd distributicn through whiciu the
non-rfood products reach the store. A precsent-zay chain
cperation may utilize any one, or possibly all five, of
these distribution methods in acquiring their rncn-food
product.

Concessionzires.--Cne method by which the non-food

product may enter the supermarket merchandise mix is througsn
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the use of concessionaires. This is a system whereby the
supermarket operator will lease a certain amount of selling
floor space to an outside person or firm. This firm will
be responsible for setting up and maintaining the non-focd
department. This department will ve self-contained, and
the sale or purchase will be closed in the uepwrtment,
eliminating the necessity to ccllect fcr the non-foou items
at the checkout.

The disadvanta:ies ¢f this merchandising approach are
many. The store manager has little or no control over the
quality or variety of product offered by the ccncession-
aire. Also, it is up to the other derartments in the store
to carry the weight in the advertising and prcmotions to
draw the necessary heavy volume of traffic. If the store
is a single unit of a multi-unit chain, the cprortunity
of tie-in promotions are not available, since each leased
department will be hendling its own particular lirne of
merchandise. The type of merchandise handled by the ccn-
cessicnsire could eusily destroy the attem.t by the market
management to bulid up a favorable consumer image. This
could be done by either lack of prcduct variety or selling
sub-standard merchandise lacking quality.

Food wholesalers.--The general food wholesaler is a

second pattern by which the ncn-food prcduct may enter tie
retail merchandise mix. This is & method through which
most of the independent and small chain supermarkets re-

ceive their product. A food wholesaler non-fcod cdistributor
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is usually an old-line wholesaler who has gone into the
"merchandising of non-fooas to provide his clientele with
merchandise variety. His primary interest is witn his
regular grocery line, but he carries tne non-food product
to retain trade that would go elsewhere if such a service
were not offered by him.

Since the wholesaler is not using the non-food ;roduct
&8s a main scurce of inccme, his treatment of the product and
mercrandising approaches are rar from adeguzte. Under this
System, it is the responsibilit; of the individual store
nenager to decide what he wants to merchandise and hcw he
will display the product. 0o ccunselling or in-store ser-
vices are aveilable. 3ervice generally terminates with the
delivery of the product to the store receiving docr, and
S0 do es the erfectiveness of the non-focd program.

The retailer under the general food wholesaler non-
food Aistribution plan is again faced witu the protlem of
frroduct quality snd variety. The product guality is
limited by the ability of the wholesaler buyer and the var-
iety by the faét that the wholesaler is only carrying the
Froduc t as a cornvenience item. Again, this brealis the
continwaity of presentation in the retailer's attempt to
Create a desiravle merchandising imace.

Special whclesalers.--A third meticd of acquiring

ton-foodq product is througn the use of special wholeszlers.
Thesez¢k1olesalers are similar to fuod wholesalers in oper-

ating M ethods, but they do not carry a regular line of dry
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grocery product. They are specialty houses ccncerned mainly

with the merchandising of one particular product line, such
as drugs, pet supplies, soft goods, housewares, and toys.
Generally speasing, these men are masters of their given
fields and can be a real aid to the store manager in mer=-
chandising a particular product.

This asset of rroduct specializaticn, however, 1is mecre
often than not a disadvanta—e to the supermarket operator.
If the store manegement is to utilize this type of non-food
acquisition, it means many man hours nust be spent to assure
the store acequste non-food product. The merchandiser must
devote a good part of each week to consulting with any
humber of dif.erent wholesaler regresentatives depending
upon the number cf prcduct catescries which he chcoses to
Carry « Conseguently, scme other aspect of the operction
will swuffer from laci. of prcper manzgement supervisicn.

Cne other disudvanta e is the fact that little mer-
chandi sing or promotional ca;ital is offered by the spec-
ialty houses for adve tising jurroses. luch the ssme as
the<€exneral food whclesalers, these specialty wnclesalers
rely ora the store management thrcousnh regular fcod promc-
ticral activities to draw the desired store trauffic. This
48ain means that the non-focd products are ridins the
Imaze provided by food promotions withcut adding any im-
PeUS 0 £ their own to the store or chain merchandising

Program .
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Rack jobbin:.--The use of the rack jobbing system of

agcquiring non-food product carries tne wcrk cf tne specialty
wholesaler one step fturther. Under this system, ti.e super-
narset merchandicser receives thz services of both an expert
in distribution and an avle merchandiser cf ncn-food prod-
uct. Althcugh the raci jcbber is not always effective and
1s a highly ccntroversial method of distributicn for ron-
foods, sovme c¢f the folluwing sre advantages that may be
enjoyed by the supermarket operator utilizing the rack job-
bing systen:

l. The rack jobber has sypecial trairing.

2. The joblLer saves tre chain a capital investrent.

3. The jobpter is a labor saver.

4, The Jjoboer guarantees all merchandise and atsorbs
all markdcowns.

5. Any unit on split cacses is availeaple, saving in-
ventory cost and tie-up.

o, The jobver is zware of new products, as well
as trends in tne market, before the chain mer-
chandisers.

7. The jobber absorbs the cost of billing,2§rans-
rortation, warenousing, and pricing.

With tue special training the rack jobober has, he is
better wple to merchandise the non-food departuent. he
unders t ands toe importance of product movement and display
techni <;ues. Good product knowledge and the awareness of
the loc al market will give the interested rack jobber good
Sales results.

<7 - :

J .A, 3later, "The Cperations of the Non-Fcods Rack

ggbbﬁf in the Retail Grocery .rade," (Unpublished Thesis
T llas tep's Degree, lMichigan State University, 1953).
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No inventory is needed at the store or warehouse level
when the rack jobber is handling the department. He eiminates
loss in markdowns by being awure of tne general sales trends
on all non-food items. If the product 1is not moving in one
location, the rack Jjobber can replace the product with a
new line and move the slower line to a more advantageous
retail outlet where the mar.eting climate may be diffcrent.28

All merchandise 1is fully gucranteed by the rack jobuver.
The markdown on unseasonable, cut-of-date, and dead items
is taken by the Jjobber. OUpecial promctions on in-and-cut
deals or one-shot promotions can be used without the store
ranager worrying aocut the balance of the rroduct being
marked down.

Split units are also availstle from the racx jobber.
The store need not order in large quantities tc¢ have a good
variety in their non-food department. This means that if
an operator has several food customers for whom he needs
tc carry particular items in order tc¢ keep their trade,
he may do so without getting out of balance in inventory.

Cne big advantage is thuat the jobber is ccnstantly
trying out new jproducts. he keeps the non-focd depurtments
bright and alive by audding, weekly, new and unusual gadgets.
With his good knowledge of the prcduct field and his wide

distribution pattern aid number of buying ccntacts, he

frequently is aware of new products beiore even the grocery

2BNathan Kelve, "Rack Jobbers irove Cut as lercaan-
disers," Frrinters Ink (August 15, 19Y54) p. 23.
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merchandisers have been contacted. He also would probably
be more inclined to take a chance on a new item then would
the usually somewhat conscrvative grocery merchandiser or

29

buyer.
Finally, the rack Jjoboer, if he is correctly utilized,
becomes an all-around cost saver. Iransportaticn, lsbor in
stocking and pricing, billing, and Sprecial promoting are
all cost savings instituted by the use of Joboers.A
Cf course, the rack jcbuers are not without their
drawbacks as a source of non-foocd product. Tae following

is a list of their major faults:

1l. The rack Jjobver produces a lower average marxup
than airect purchasin ..

2. Ytersonnel proolems plague the rack jobbing industry.
5. Frcmotional material is not always acceptable.

4, Quality of product czn easily sliy or ve initially
inadequate for the store merchandising image.

Cencerning profit, the racxk jobver carries an averzge
markup of from .5 tc 27 per cent. This merkup, in contrast
With well over 50 per cent for self-distrivuted non-fcod
hérchandise, represents the service charges gained by the
Jobber £or the service he prcvides. Tais is one of the
®eIn points of argument for the advocates of direct pur-
Chasing, They claim that the chains could save much of

the margin thuat the jobver takes as his opersating cost,
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and also receive the manufacturer's rebates and allow-

ances. 51

Fersonnel problems also detract from the effectiveness
of the rack jobbing system. Turnover ir the store contact
servicement can easily desércy the merchandising value of
non-foods rac:. Jjobbers. Lack of having the necessary train-
ing and a failure to understawnd the basic yrincigples c¢f
merchandising detract from the service of the jobbers.
Constant pclicing on the part of the store management is
sometimes necessary 1f an attractive orderly .ejpartment
is to be maintained.

rromotional material and product are not always seasonal.
This again is the result of poorly trained merchandisers
‘at the store level. It frequently is the case taat the
store manager has to pusi the jobvber to get him tc realize
that turnover is rore importawnt than merz2ly loading up the
department with product. However, this dces haypen, and
the manager finas himself with a depertment crammed full
of slow moves.

Finally, quality cf product can be the most important
asrect dn properly merchandising the depzrtment. If the
M3nager is trying to maintain a store image cf quality,
Lothing is so derogatory as an inadequate rnon-foods sec-
ticn, Again, with the inability to ccntrol the Jjobber's

kroduct quality except by refusal at the store level, the

~——

1, - .
r 3 "Non-Foods Jump tc¢ lagor Rank," Superrarket
~8rchandising (January, 1955) pp. 110-120.




supermarket operator is handicapped in his attempt to
adequately present a homogeneous image in quality of prod-

uct sold.

Direct purchasing.--A fifth and final method of ob-

taining non-fcod product is that of direct purchasing.
Under this system, the factory or Jjobter salesman con-
tacts directly the corpany purchasing agent, whether he be
the buyer or the grocery merchandiser. The product, when
purchcesed, is delivered directly to the chain or company
warehouse and follows the distributicn pattern theat has
been develoyed by the regular food ;roduct lines. All
problems of merchandising and promcting the non-food prod-
uct are handled b, the purchasing comgany's personnel,
Also, all merchandising functions will be paid for bty the
rurchasing company ard must be billed s ainst the markup
of the product.

In this type of merchandising situation, the main
problem of the chain non-food merchandiser is to eliminate
the undesirable sup,liers. Thnere are certain tasic guides
that the non-food merchaidiscrs can follow in purchasing
#Toduct . The following rules, when closel, ooserved, mcke
e direct purchasing method of obtaining non-foods prac-
tical when the food merchandiser buys tkhrough a non-food
broker or ugent. The supplier must:

1. Have quality merchandise that will satisfy the
needs of customers.

2. Be counted upon to supply the necessary amounts
of merchzndise.
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3, Be in sound financial condition.
4. Have favorable rrices and terms of sale.

5. Give good .elivery service on specified
dates.

6. Make adjustments on all reascnable complaints.
7. Be fair and honest in their dealincs.
8. Have management which 1is progressive.

9. Deliver %grchandise identical with their
samples. /<

Along with the basic guides for direct purchasing of
non-foods comes a set of regulszstions thet cculd pertain to
any non-food program. These functions are rresent in all
rlans of morketing and must be considered when merchandising
any type of prroduct. These functions must be carried out
whether it be by the store, the ciain, the rack Jjobuer, or
any type of distrivution pattern.

l. Buying, selecting and pricing merchandise.

w

2. Furnishing c=z,itzl for invertories.
5; Warehousing.

4, Price mar:ing.

>

. DbPreaxing shipring lots down into smaller store
units.

©. lailatain movement recorus and billing.
7. Deliver crders to retail stcres.

8. Crder merchandisze for racss in store.
9. Display merchandise in stores.

10. Straighter, clean, and maintain racks.

£, thillips, Zetailing (Cuicago:
51) p. 205.

72D. J. Duncan and C
Richard D. Irwin, Inc., 1

O

\
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11. nrctate position of merchzndise.

55

12. Remove slow=-moving and broxen items.
In consideraticn for the comparative advantages of
the direct purchase system, the fcllowing points were made

in Super Market lMerchandisirg in 1955:

1. OSupermarxets should retain the hih markup on
non-foods.

2. Jobbers do not treat the racks with tlhe same
care as would the supermarket operators.

5. Chain distribution wculd s;eed up the rotation
of "cluds."

4, Chains alreuady have werenouse and transportaticn
systems.

5. 4 flexipble pricing prolicy ray ve maintained on
all items riot fair traued.

6. Supermarket effigjency is grester then that of
the rack jobbter.”

Ccnsidering the first advantage, there is definitely
a mark-up ¢ain in handling tre non-focd jyroduct in the
chain warehouse. The averayze mark-up for the procduct mer-
chandised through the warehcuse 1is 31 per cent and higher.
Ccnsidering the average mark-up on the dry grocery line
to be arcund 19 per cent, this is a very fuvorable picture.
With the increasing imjortance of non-fo.ds as a percentage
of total store business, this 51 per cent could cuicwly

pull up an over-all store avera~e,.

. 55Val 3. Bowman, "Heualtn trofits froum the beauty Spot
in Today's Supermarket," Supermarket Merchandising (Januery
1953) p. 1C9.

g 2 . , . T o

5 Nathaniel oschwartz and xichard 3. Zimmerman, "ion-
Foods Bring in r.us rrofits," oSupermarket Merchendising
(November 1953) pp. 78-80.
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It is often stated that the jobber tends to give less
care to the rack than would =zn interested member of tne store
staff. oince the rack jobber is only interested in volune,
he will terd to load the counter with all tyies of merchan-
dise, frequently including slow-moving product. This defeats
the purpose of merchandising non-foods or any othir type of
supermarket product. It huas been postulated tnat the ware-
house distribution wouid force merchandise turnover tarough
a constant murking down and, consequently, a moving out of
the old product.

Food chains already hcve establisueu their warehouse
and distribution as well as transportation systems. They
Low have the eguipment ani tae personnel necessary to handle
the additjonal volume that non-foocds wculd provide. Also,
the inventor, control ;rcgrams that maintain chain supplies
at satisfactory, yet minimum levels, are already in oilera-
tion. Chain merchandisers have the advantace of a weekly
recap on all product movement ard, thereb , can quickly
sort out the slow movers and restrict buying and inventory
tie-up. This would, of course, incur turncver, which is
the key to all surermarket merchandisimg.55

A more flexible pricing policy will enavle the mer-
chandisers to iunclude the category of non-fcods in the
weekly sales plans. Also, a merchandiser cun be sure when

he runs his sales plan ad that all stores will have the

. 55E. B. weiss, "Where Does the Rack Jcbter Stand?"
Advertising A=ze (January 11, 1954) p. /0.
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merchandise and appropriate in-store display material. In
addition, the merchandiser can take advantaze of the adver-
tising allowances that are made available throu:h factory
salesmen. Continuity progrems that have the ability to
draw and hold the consumer for several weeks can be insti-
tuted, since there is a guasrantee of product suprly from
the chain warehouse.

The last point for the advocates of direct purchasing
is the lower cost of handling non-focd merchandice in the
chanrels already developed by food distribution. The claim
is that greater efficiency in hardling will facilitate
greuter profit margins on non-foods. A4Also, expcrienced
rersonnel would give vetter treatment tc semi-perishable
non-food product.

In contrast witn the points already discussed, ther¢
are some disadvantagecus sspects in the direct purchasing
procedure. They are the following:

1. The chains must absorb mar..up.

2. Transporteticr, werehcusing, bil'ing, &and

promoting can be hidden cosis that rust be
billed against the suppcesedly higch mar-up.

5. rersonrel _roblems at voth the store and

office level may make the total assunption
of non-food merchandiising prccedurss impos-
sible at this time.

The absorption of markdowns can take several forms.
Seasonal items, ¢s well as outuated and shcpworn merchan=-
dise, must be disposed of b, markdowns. There is fre-

quently a problem in getting the store manager to mark the
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product down, move it out, and fill the aisglay locations
with new fast-moving merchandise. The managers are usually
so worried about tneir retail balance position that they
hesitate tc take the needed action.

pven thou:h the¢ transportation, warehousing, and
billing procedures may be established entities in the chain
system, the additional load of handling the non-food prod-
uct is bound to ada costs to these respective orerutions.
All of these operational costs must in turn be billed
against the profit margin of the product.j6

In light of the rajyid developyment of the non-food
industry, the chain merchandising system has had little
time to develor any specialized personrel with the ability
to adequately merchindise non-ifoous. With this lack of
tfained perscnnel, a com;lete switch to a warehouse and
direct purchase system would prcbably create checos in a
chain's non-food merchandising program. Cbviocusly, nothing
is gained if variety and whctever quality the jobiers are
now supplying is sacrificed for marsup.

Methods of non-food merchendising.--In addition to

the variety of methods of non-food acyuisition for retail
supermarket distribution, tine non-food product may also

be integrated into the regular fcod product mix by a
variety of merchandising technigues. This t=gain leads to

a somewhat different merchandising philosophy for non-foods

and may create inccnsistencies in a food supermarket

361pbid.



merchandiser's approach to creating a Ifavorable public

image.

The in-and-out promotion,=--The in-and-out method

of merchandising is one approazch to selling non-foods.
Unuer this type of program the product is placed in the
store for a very limited time., No attempt at maintaining
a constant supply of trne product is made. In & chain store
operation, each store is allocated a certain amount of
product which may or may not last through the stipulated
selling period. If the allotment does last thrcugh the
planned selling period, the balance is removed &zt the end
of the period. No attempt is made to supyply the product
on a reguler basis after the program is terminated.

The chief disadvantage of this ty,e of merchandising
is that the custcmer will not find a continucus sugyply of
product if he desires to make a second prurchase. This
detracts frocm the consumer's over-all imace of the store
as being the place where variety of product and consis-
tency of suprly are zdegyuate. Also, since the product
must rot stand upon its reputation, but only on its
ability to create impulise sales, the quality is frequently
not of a level egual to other merchandise in the store
product mix.

Continuity programs.=--The continuity prosram is

somewhat like the in-and-out promotion, except that the
veriod for which the promotion will be run is longer in

duration. Cutlery sets, cookbooks, science encyclopedias,
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and cooking ware sets are examples of products which are
used in the continuity program. Cne item in the set is
usually promoted at a very low price or with free trading
stamps during the first week of the program. Lach succes-
sive week another _iece of the set is oflered for sale
until the consumer can complete the entire grcup. In
this mannsr, the consumer is forced to return each week
of the prograr to get the additicnal item,

The product guality is usually rore acceptable in
this tyie of promotion. However, the program freguently
runs into supply prcblers, and the custcmer may be forced
to make several trips to the marxet vefore she can complete
her set. This type of promoticn does noct detract from the
store persoraliity or image of variety and quality quite as
much as the in-and-out prcmotion, but most programs could
be improved in the value and reliability of yproduct supply.

Regular merchandise lines.--Cf coursc, the non-food

product may be distripbuted in a regular fashicr with stand-
ardization of product and pacxa=ing as well as reliebility
of supply. The only deviation from regular focd suprly
procedures 1is the fact that tne ncn-focd yrcduct may carry
a guaranteed sale provisicn. OJSince the availsbility of a
netional brand in mary ncn-focd categories is rpractically
nil, the guaranteed sale proviles the nece:zsary marchan-
dising tocol for the non-food broker.

Unfortunately, the non-food guaranteed ssle plan can

be more hindering than helpful. It must be reco-nized that



the expense of gathering and returring unsold merchandise
can prove costly in this low-profit field. Likewise, the
buyer or mercnandiser may tend to overloox the saleability
and gqualit, of the product in order to teke advantare of
57

the guaranteed sale propcsal.

Type of product available.--In addition to variety of

acquisition procedures and tyres of merchandising aprroaches
utilized by non-food sellers, the tyres of grcduct aveilable
for sale in supermarket non-food operstions are not always
conzruous with the standards utilized for rerchendising the
focd rroduct lines. This variance in quality and variety

is postulated b; the critics of non-food operations to be
highly damaging to the average retail fcod cpereation image.

National brands.--Cne problem in the type of merchan-

" dise available for non-food operation is the lack of
national brand representation in the ron-food category
lines. Wwith the exception of the health and beauty aids
department, little progress has been made in attracting
national trand product to the non-foods dejpartment. Any
operator can now purchnase directly his health and beauty
needs and also obtain figures on the best-moving items and
lines tc guide him in his selection.

Generally creaking, the manufacturers of the nztionally
aavertised lines were rost hcsitant to release them to
supermarkets because of repercussions they would get frcm

their wholesalers and direct custcmers. It is only in the

57h‘andler, op. cit., p. 121.



last few months that a couple of national manufeacturers
have released their lines to the supermarket industry.
The very same action occurred yecrs ago in the health ard
beauty aids depsrtment. In time, the manufacturers such
as those in the soft goods industry will realize that a
great potential exists for taem in the suyermarket field.
The result will see nutional brands in abundance in the
non-food departments.58

when the mcnufacturers realize that they no longer
can utiiize the supermarket as the dumping grcund for low-
end mercha~.dise, the grocery merchandiser will be able to
bring his product gquality in non-food mercnandise up to
the standard of the entire store oreration. The result
will be an upgrading of the non-food dejartment and the
store operation as a whole.39

Frivate labels.--Although procrams have been slow to

date in developing the private labels cn non-foocd product,
this area seems to hold scme potential for imprcving the
ty,e of merchandise which will be offered in non-food
derartments. In the scft goods industry, a rrivate label
~00ds program exclusively for sujermarket distributicn will
be launched in March by the Naticn's Super Market Apparel

Distributors of Am=rica.

) 38Alfred Traub, "Sources of Supprly for the General
llerchandise Department," Supermarket Merchandising (llarch
19¢1) Section II, p. 19.

59Tbid.
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K.A.3.A.D. is comprised of ten soft goods and apparel
me-chandisers who service supermarkets across the country
on a regular basis. They plan to emphasize guality mer-
chandise in men's and boy's underwear. Their label will
gradually be extended to other product lines as national
manufacturers make quality prcduct available for their

distribution proposal.qo
If this trend continues to develop and spread to

other non-food fields, the supermarket mnerchandisers will

soon have the quality ;rcuuct in either naticnal or private

label that the quality-conscious consumer of today's sujer-

anerket industry derands.

Easis of present consumer acceprtance of non-fcods.-=

“The basis of present ccnsumer acceptance of non-foods is
==lso somewnat diffcrent than that of gencral food jroduct
“lines. Although consumzrs have long beer. known for their
impulse habits of shcpping, this type of merchandising is
€& xceptiorally effective in the non-ifcods department. 7This
is rot to say, how.ver, tnst the ccnsumer wil. continue

t < follow her present pattern of shopping hebits.

The importance of impulse sales.-=The importance of

il!npulse buying has teen indiczted by Du font through its
f3 1m department. The most recent study shows that the
P=rcentage of impulse buying is at 7C.8 per cent for sll

S\ permarket items. Of further significance is the fact

4 . \ - -
. Ouirivate Label Soft Goods Irogram Jet," Supermarket
News (January 50, 1961) p. 31.
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that non-foods items were res;cnsible for a fer higher than
average percentace of impulse buying, 90 per cent. Further
product category studies developed siow the following im-

pulse shopping rates.

Du Font 3Study of Impulse Buying of Non-Foods4l

Toys 93.2 %
Housenold textiles 92.9
Nylons 90.9
Flants and flowers 89. 3
sponges 88.4
wearing apparel 85.0
dousewvares 85.1
vrugs and toiletries 775

Additional studies by the Nielsen Company show non-
foods to stand hign in the impulse sales ranking of cus-
tomer supermarxet shopying hebits.

Grocery Store lIrcaucts Classified by Importance
¢f Impulse &<

Buying: Average % of
Impulse cuyine:

Candies, cookies, crackers

snacks Y1 m
I'iscelluneous non-foods 68
Frozen focd 59
Housz2nold needs 58
Grocerics 56
Baked cocds 55
beverages 4o
rroduce 46
Mewt, poultry, fish L4
Dairy groducts 45

Seemingly, these stulies would prove that non-foods
sales depend uvon the impulse purchases of the consumer

and in turn upon the merchendising ability of the supermarket

41Handler, op. cit., p. 19.

42’I‘he Consumer Votes, A study by the A. C. Nielsen
Company (Cctober 1900) p. 11.
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operator with little pre-selling of product possible.

How the image may chenge for non-fcods.--Upon first

glance, the above facts may tend to disprove the feasibility
of intrcducing private label or national braand non-food
product into the supermarket non-foods departments. Three
factors immediately come to light to refute this idea.

First, as is demonstrated in the Du rcnt study, the
more the ccnsumer knows about the non-food product, the
less likely she is to be an imgpulse shopjer. The purchases
of toys show a high impulse rate because of the ccnsumer's
basic untamiliarity with toy lines c¢r brands. However,
when the consumer chooses tne health ani beauty; aius for
the weekly shopping list, the knowledge of bLrands and prod-
uct reliability starts to show turcuch, ana the imgpulse
index rating falls to 77.5 per cent. Graanted, this rate
of 7.5 per cent is far from uesirable, but realizing the
limited time that hezlth and beauty aids or any non-food
category has had to establish itself in the supermarket
customer's mind, the trend to kncwn reliavle brands seers
evident and sigrificant.

Second, the ivielsen bStudy demonstrates that the
consumer is definitely product and brand ccnscious. As
the consumer progresses through her shopping list, the
items that are weekly or bi-weekly purchases receive the
lowest impulse rating. This wouid include the dairy,
paked goods, and dry grccery cetegories. However, &s she

proceeds to purchase product with which she is less familiar
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such as non-foods and snacks, she reverts to impulse
shopping. Again proving that known prcduct can be and is
being presold to brand and guality ccnscious consumers.,
Third, a study by the Niel.sen Company on national brands
proves the value of merchandising to the guality demand of
the ccnsumer. In the survey of /3 product categcries, the
consumer purchased through chein sujermarket cutlets over
70 per cent national brands. This trend has rerained steady
since 1958 and prooably will continue to be at this level.43
If we can rely on thcse irndices as a barcmeter of tre
consumer's shopging atmcspihere, then obvicusly the consumer's
imaze of non-foods will chanze &s she becccmes more and more
accustomed to satisfying her non-food requirements at her
favorite supermarket. OShe is goin: to demend th: sane
quality and reliability of product thal slie derands in all
of her grocery shopping needs. This consurer desire will
change the jresent imaze ¢f supermarket non-focd operatiorns.

The rising im ortance c¢f guality.--The undertow for

increased non-focd quality can already ve recornized in
several areas. The previously mentioned activities of
the N.A.3.4.D, are one example of this incressing aware-
ness.,

A seccnd example of the awarerness for increased gqual-
ity of non-foods can be found in the activities of the

Super Market Insitute ccnference on General Merchandise

“31bid.
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in January of 195l. 1n John R. Hertz's sum:mcticn speech
on the meeting's activities, he had three significant
passages:

First, there was agreement that the generzl mer-
chandise department, in one form or encther,

will continue tc be a part of the modern super-
market, and thet, if anything, its sales vclume
will grow at least as rapidly, if not more raridly,
than total slore volune.

Secondly, there seemed to be general agreement,
and strongly expressed, tnat in raking ary de-
cisions about the future of the general merchan-
dise departrent, we rust be forever alert that

we do not lose sight of the fundamental objective
of our business. we should never forget tnat we
established our reputation and built the imaze of
our companies as merchants of quality foods, and
that any tinkering with this image must be done
as a result of careful and conscious planning,
lest we run the danger of d mage to that whicn we
have spent a lifetime in building.

Third, if there is a lesson to be learned from

non=-food cevelopment, it would be this: Wwe

must be forever watchful tc ccntrol the quality

level of our assortment and to be on the look-

out ccnstantly for the opportunities for further

upgrading. 1 would say that attenticn to qual-

ity is cne of the mosﬁ important earmarks of &

successful merchant. ¥

A third sign of awareness in the supermarket industry
over the importance of non-foods and thecir gqualities is
denonstrated by a S.M.I1. survey tanen of new supermarket
operators. The mancgers and supervisors of new surer-
markets opened in 1959 were asned what they considered the
most outstanding distinctive feature of each new super-

market. Of the merchandise departments cited as the

44John R. Hertz, "Summary and Conclusions," Unpublished
Speech presented at Super liarket Institute lnc. Conference
on General lFerchandise (January 13-14, 1951).
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outstanding feature, abpout four out of five are fcods and
one out of five are non-foous. C(nly bakery was mentioned

more frequently than non-foods.

Distinctive Feature rercentacze of Mentioned
Bakery 28 o

Non-foods 19
velicatessen 11

Lunch counter 10

lMeat _ V4

rroduce o

Seafood 4

Other 12>

Total 100 % *2

If the supermarket operators, or those men who have the
chance to closely observe the consumer's reaction to new
merchandising technigues, reccgnize the value of inte-
grated non-foods, tuen we cannot den, concern for the
typre of product that will flow into these non-food oper-
ations.

Finally, the non-food manufacturers tliemselves are
eager to provide the guality; of product which they feel
the consumer will demand as they become accustomzd to
supermarket shopping for housewares. 7They feel that
there is altogcsther too much emyhasis on price, rather
than on quality and service. They feel that tneir prod-
uct can be upgraded withcuc destroying the feavorauvle
Price structure that has boosted non-ioods to a role
of prominence.46

2oy

o 46"Housewares Activity Up in Chain Supermarkets,"
Editorial, Chain Store Age (Jawusry 1961) p. 101.

ornblau, op. cit., p. 9.
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It seems that the entire non-food industry is well
aware of the rising importance of non-food quality. also,
they are svare of the basis for the ccnsumer supermarket
image. If the supermarket operators are tc maintain the
customer gocdwill which is brcught about by a combination
of advertising, promotion, wnd ccnsumer satisfacticn with
a product, the quality problems inherent in the present

non-food o,erzticns must be solvea.
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HOW THe CHAINGS MaY lboT Tis NCN=rCOD
@UaLITY CCNTRCL FROBLEM

Realizing that metuvds of merchandisiug, type of mer-
chandise available, methods of acguiring non-fcod product
for retail sules, and a lac.. of industry standards on rrod-
uct quality differentiate the distribution, promotion, and
sale of non-foods from those practices already effective
and operative in the food products fiela, the promoters
and me:rchandisers of non-=foods in supermarket outlets must

devise rnethods of guualily ccntrol apilicable to ncn-food

product lines. This must be done is order to preserve
the effectiveness of present food store imuges which are

based c¢n price, variety, and, above all, guality.

Control Methods Utilized by Cther Non-Food Chains
Cne area of non-fooud quality control knocwledge that
could be tarred for use in constructing adeguate food chain
control programs is thct of the related variety and depart-

ment store chains. liany of these relcted non-food chain
«perations have aevised effective contrcl programs that
could readily be adopted or revised for chain store use.

The food industry can gain from their experience.
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Highly trained perscnnel.--It hus long been kncwn that

the department stores have relied upon the ability of the

general merchandise buyers as a strong arm in the control

of product quality. As the buying functicn is utilized in

the department store industry, the buyer is & specialist

in his particular buying field. Rather than try to create

general buyers or merchandisers, the departmeut stcre in-
dustry has devised a product procurement system whereby
each buyer is responsible for a limited product category.
Therefore, he is able to beccme sn expert on the saleability
and, particularly, the proauct guality in his department.47
According to Joseph C. Kopf, the buying function is
only bestowed upcn an individual after he hes experienced
a training course in an individual department, including
working the seiling floor and experience in inventory con-
trol. The department stores frejyuently subdivide even the
individual departments with assistant buyers specializing
in as many as fcur separate derartment sub-divisicns.

This brings the buyer exceptionally clcse to the product

line for which he is responsible.48

Specification buying.--A second area of guality con-

trcl utilized by department store chains is in the speci-

fication buying programs. Under these programs, the product

4780ris Emmet, Department Stores (Culifornia: 3Stanford
University rress, 19350) pp. 42-45.

1+81nterview with Mr. Joseph C. kopf, Assistant Buyer
in Children's Apparel for Jcseph Horn Cor,any of Iittsburgh,

rennsylvania.
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may actually be develcped by the chnain and éontracted to
producers wlio are willing to manufacture the groduct at
predetermined standards. The Jeers Company is particularly
active in this field. As early as 1929, when the Jears
testing laboratories absorbed the duties of the company's
merchandise develcopment departre:t, this naticnal chain

was Active in develcping and designing consumer procducts
for ultimate sale in their retail outlets. Realizing that
product quality, in many case¢s, was inferior tc the type
desired to maintain their quality imcge, the Sears Company
has been &« lecder in the field of non-food product develop-
ment and specification buying.49

Laboratory testing.--A third area of guality control

utilized by department stores and chai.s 1is that of product
testing. This testing falls enerally into three clessifi-
cations:

1. Check testing to verify a manufacturer's claims.

2. Comparative testing to see that the item will
perferm as well as alternative lines of similar
merchandise.

5. IFact finding testing tc see if the product will
£ill the function for which it is designed, in-
cludinug the standerds or durability and simpli-
city of operation.

The extent to which the prcocduct is checied depends,

of course, upon the typre of gcods involved. For example,

an item in the textile or apparel {ield usually reguires

49Boris Emmet and John E. Jerck, Catalogues and
Counters (University of Chicago lress, 1950) p. 389.

014i4., p. 378.



more consideraticn than those in the well established hard

goods national brand categury. Cccasicnal spot checking

51

is done, however, in all fields to assure unirorm quality.
Many departrent stores or chains cacrnot afford the
ex;ense of maintaining their own testiny facilities. In
this case, the derartment store usually acguires the ser-
vices of a natiunal testing asscciation such as the american
Society for Testing laterials. also, the federal government
through the Naticnal Buresu of Standards and the Commodity
otanduords Division helrs regulate the quality of a good
rart of non-food product sold in departrent store orer-

52

National brands and private labels.--The department and

ations.

variety stores have been fortunate in their soilit, to ac-
quife naticnzl brand merchandise in the non-food categories.
This has eased consideravly their neced for quality; control
programs and has heavily aided them in their establishment
of firm images. This availability of known reliable coun-
sumer goods coupled with more than adequate customer ser-
vice policies has in most cascs aided immeasurably the
establishment of consumer quality irages.

Likewise, the Jdepartment stcre industry hus found
little difficulty in creating end maintaining a reliable

51I—aul L. Brown and wiiliam R. vavidson, Retailin
krinciples and lkractices (wew fork: The Rcrald Iress
Company, 1953, p. 45C.

52,. L. lMcMillan, The Art cf rurchasing (New York:
Expositiocn iress, 1959) p. 197.




private label program in &ll lines of non-focu merchandise.
wshere the manufacturer or jobbers have not been ccopcrative
in proviuing the desirable product, the department stores,
with their vasi marketing facilities and large capital re-
sources hzve been able to develcp their cwn sources of
supply which frejuently are supericr tce those zvailable
from existing sources cf sup;ly.

Centralized purchasing.--Cne final method of non-Iood

quality control gresently utilized by the variety and
department stor- operators is the gractice of centralized
purchasinz or resident buyins offices. Under this systerm
the purckasing or marxet power of the buying group is
utilized as a means of soliciting us nuch velue as possivle
in each purcnasing operzticn.

In the resident buying situwticn, & centrclized agency
will perform the function c¢f market and product analysis
for the memwber firms. iealizing the jower of ccmbined cr
Ccorerative purchasing, the member buyers authorize the
agency to purchase product fcr tneir individual ojperatiown.
In this manner tue best quality fcr the best price is
usually obtained.55

Cne agency, the associated Merchandising Corporation,
has even developed a consulting depsrtment which will
advise the coopercting members on the gquality and relia-

bility of various supply sources. This enavles the

5jstwll H. Nystrom, Retall 5tore Cperation (liew Yori:
The Ronald rress Company, 1937) p. lCo.
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department store to screen out the undesirable suppliers
and eliminate scme of thne expensive product checking and
. 54
analyzing that must be done.”

The centralized purchasing agency of & non-food chain
rrovides essentially the sare services. Buying power is
ccncentrated and, at the same time, undesiraole suppliers
are eliminated. In the veurs operstion, buying is com-
fletely centralized unuer tne vice-president in charge of
merchiandise. Tnis office sets all jeneral policies
Joverning buying, selling, ana distribution.55 Lot all
chains utilize this sysvtemr, but almost all use scre
aerivabion of the centralized purcihasing department.

Control riethods Utilized by IFcod Chains
ovelling Non-=foods

Altuough the supermarket industry is still in its
infancy as far as merchai.disint non-foods is concerned,
there are still sore controls aveailable to the food mer-
chundaisers cf non-fcced prouuct. These are often weak znd
scmewhat inefleciive, but nzvertheless they do exist.

Guaranteed salcs.=--rreguently the manufacturer or

Jobuver of & ncn-focd item will offer the non-iocd product
to the food retuil cusin on a guaranteed scle basis. The
only thing this accomplishes is that the chain is pro-

tected if the cunsumer reccsnizes poor product quality and

P*Kopf, op. cit.
55

wmrmet and Jerck, op. cit., p. 374.
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refuses to buy the item. This program protects the relail
balance ;icture of the chain, but does little to help the
chain quality image when the consumer receives dissatis-
factory service frcm a non-food purchase.

Irivate labels and national brands.--A good deal of

the quality control jrobliem stems from the fact that
naticnal brands are not available to non-focd supermarket
merchandisers. As has already been pcinted out, the heelth
and beauty aids section of non-foods 1is the only deviation
from this fact. How long tre nanufacturers of national
brands can neglect the growing supermarket demand is debat-
able. The fact remains that the lack is Jdeterrent to
crezting a quality image.

Concerning .rivate lab:ls, the picture is still very
bleax. Tne chains have not been ablé to develo, to any
extent a reliable private label on a non-food line. The
closest they huve come is in the franchise selling of
little known breands on items in the scft goods lines.

Alsc, some private lacels or franchise decls have been
available in the small apiliance and power lawn mower fields.
Generally speaking, these brands do not ccmpure with nation-
al brands in quality and are far inferior as promotional
tools or imace builders.

Fersonnel develciment.~-Most of the corpcrate food

chains have not extensively siecialized the prerscnnel re-
sponsible for integrating non-foods into the regular food

product mix, particularly the large naticnal cor orate food
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chains, Generally, the large chains have allowed the groc-
ery merchandising departments in the varicus divisiocnal
headquarters to assume the respousibility for the non-foud
program. Ccnsejuently, the merchandisers have hed to
learn by douing and this frequently is a very costly source
of knonledge.56
scome of the largcr chains do have the nucleus of a
sound non-focd program, but it is still in the embryo stage.
The EKroger Cocmpuny is cne of these. This company has ob-
tained the services of & merchandise consultant who has
had many years of experience in the non-focd mercharndising
field. The functicn of this executive (lir. Burt Kaiser)
will be to ccnsult with the variocus divisional grocery
merchandisers on a consulting basis. Also, a centralized
testing agency mnay be Jdevelcped to aid in scrting out the
non-food product of undesirable qualit,, particularly in
the arez of soft goods. IMr. haiser will functicn as tae

57

coordinator of this operaticn. AS to date, however,
there is 1ittle eviderce of similar ecctivity on an industry-
wide basis.

Laboratory testing.--Little use of lab testing has

been dcre b, the corporate fcod chains. Scme limited test-
ing has been done by Grand Urion and tle Eroger Food Founda-

tion, but not of significant ccnsequence. This field offers

56Interview with lMr. Gene Tuttle, Grocery lMerchaniiser
for the Columbus Division of the Krcger Company.

57Interview by correspondence with lr. Burt Laiser,
General Merchardise Consultant for the kroger Company.
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one of the moét fertile underdeveloped areas of non-food
quality ccntrol. If the food chains were to move exten-
sivelj into this vesting field, the im;rovement in non-
food quality would rrocably warrant the additional expcnse.

Centralized purchasing.--Centralized purchasing and

the use of resident buying offices has developed to a
limited extent by the endeavor c¢f supermarket non-fcod
merchandisers to consolidate their buying power. Suger-
market opcrators that buy non-foods through these agencies
usual.iy try toc acyuire contract personnel or buyers who
heve had experience in the drug, variety, or department
store fields.58

Cne of these resident buying offices is that of the
Felix Lilenthal Company, one of the largest in New York
City. This operation hancles the non-food purchase of
the Food Fair grocery ci.zin. The Mutual Buying Syndiczte,
ancther large buying office, purchases the noh-foods mer-
chandise for the Grund Unicn Company.59

Unfortunately, the centralized purchasing agency or
the resident buyigé office system of purchasing non-foods
is not well fitted to the lerge corporate food chains.
The move toward decentralization and local autonomy of

individual food chain divisional merchandisers has des-

troyed ‘the communication and other functional systems that

_ 58Don B. Reynclds, "Ncn-Foods Are Big Business,"
Frogressive Grocer (l.ovember 1958) p. 57.

) 59John W. Winsate, Buying for Retail Stores (Englewood
Cliffs, N.J.: }rentice-HaI¥, %nc., 1556) p. 111l.
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would be necessary fcr a centralized purcnasing agency to
effectively perform. This system is, therefore, both
applicable and adequate for regional or local chains, but
rather ineffective for a naticnal corporate food cuain
with highly diversified and geographically scattered

subdivisions.



CHArT=z=a V
SUMMATICL, alvD CCLCLUSICU

In Review

Before tryin;; to ccemstruct any cefernaing postulate
which nay have zrisen from this culdron of facis, thecries,
and conjectures, it mey be felicltcus te review tue stecs
ti.us far tuken in derfense of & presupposed hypothesis,
rossinly tiils type ¢f discours2 shoula huve precedelt
rzin body of this re, ort, vut it seers necessury to make
tne followirg statemonts in order to lend autucrity to
the final ccnclusions.

first develcped and substsenticted was tae fact that
rocuct mix

non=-foods huve ¢lvwuys veen & purt of the

L

heniled by first the small inle en.ent grocer cnd leter
tie indepencent and ccricrate chain focd supermerict. ot

¢nly h.ove they constantly been & pirt ct this product mix,
but the dynamic develo,ment ol non-foods in these last
fifteen years has veen one of the cuilstanding nencrens

of tne retail food industry. ioreover, ihz industr, in-
dices whicn guide the retail fccd rerchandisers in their
rTomoticnal plenning clearly indicate non-focis will be of
centinued ana srowing importance in the sujpermerket product

mix,

(.



Thie second chas:z of development pointed cut that even
though non-focds have wveen an intecrsl pert of tiie super-
mirsiet prouuct mix for th: past several years, thcere has
been little elfort shown to develoy a merchiendising jhilce-
sophy designed te integrete tnls nev sules grant with
minimum distorticn ¢f the present focd store ccusumer
image. There is rnot enovuzh rsalization on trhe pert of
the food storz mercucrdisers thct non-Ifocds are e uiffercnt
tire of prcauct and des=rve a custcmized mercnuidising
zpiroach. Lcu-focds aiffer frem regul:zr fcoud procuct on

t.2 dusis ¢of meti.ods of supply, moetiicus cf merchonidising,
tyre of prouauct eveilavle, <nd the busis of ccusumer
acceptunce. awarcness of these facts is a rust for com=-
petent nen-trcou merchandising.

Tre thnird phoees deszlt with the ilncreasing swareness
vy the maunufucturer, tac districutor, the nercac..aiscr, &ad,
finally, the couasumcr ¢f the gualivy o lack of _uelity
jresert in today's supermerkct rnon-iccds lines. wll cf
tiese pecple realice thut the potential merket for nen-
focods in tre su,ermerxet inwusiry relies on the aoiiity of
tie pec, le wno wwanufactur., «istrivute, and sell ncn-foous
Lo the supermariet customer. A nine-tenths quality and
reliavility cf product rutio is not going to be goed
€icugh in the present competitive merket situaticn.

Finally, toe present methods cof non-food guslity con-
trol were investigatea. I en effort te sned scme Lew

thourit upon the constructicn of adejucte no.n-Ioca guelity



control programs, the depurtment and variety stores'
control progrsms were investiiated. In most cases, they
scem to be far surericr tc any thus fer cdevelo.,ed Ly food
cktein operators &nd, indeed, mey providé e good starting
point for the ccnstiruction of adeguate ncn-food quzlity

control practices.

The Cnallenge

Tne only conclusion we can offer is the fact that
an obvious challenge has been offered to the merchandisers
and executives of the superrarket industry. The challensger
is the ncw imjportant nere-to-stay sales grant, non-foods.
The challenge is to see if the innovistic merchandisers
of today's supermarket industry can successfully cvevise a
ncn=food policy that will facilitate a smocth integration
of the food znu non-food ccansumer imase.

An undertow of non-food quaiity c.nsciousness 1s now
apparent, but it lacks in many cases tac united leader-
ship of carable foou industry perscnrnel to guiue its
impetus to meaningful ends. action cannot long be delayed,
for the threat of the discount house is on the food market
horizon. The supermarkets rust effect z non-foois policy
which will be harmonicus with their well-estzblished food
image or the aemise of the food supermariet as we know it
today 1is ineviteable.

Ir. nichard Shuman of Stop and BShop, Boston, has

summed the picture very well:



1t ajprears thaet the pioneer stage of introducing

General liercnandiss as a permanent pawrt of our

stores is now ended. Regardless of row great

will bLe tiie next forward surge it cannot be

accomplished without a well planned, smocthly

operating, completely trained sroup of feople
running your General Merchendise jrosram. ILhe

supermsrket tnat aas such a program nOwW can 6

look to the future wita certainty and optimism.

Reccmmendations

If we are to develop a corps of non-foca syecialists
to aid in the smcoth integration ¢f ncn-fcoas into the
focu cpersticn, we must be concerned with the selection
and training of these pec.le. Genersl merchandise cannot
ve looked upon e«s & mystericus srea, but must and can be
handled by the crestion of xnowledgeable non-food perscn=-
nel. These pecile must be created and maintained within
the structure of the food inaustry, for tnere are no otner
resources available.

It wculd be gresumptucu:z to dictate here a methoa
or csystem fcr either merchundisins non-focds or develcop-
ing the necesszery -pecialized perscnnei. There are too
many variations in the structures of food industry insti-
tutions for the creation of such & pzrnacea. 1he puriose
cf this section is to re-emghasize the irportance cf

developing competent perscrnnel and the immediacy of the need.

e
““Richard shuman, "The selecticn erd Training of
Ferscnnel for the Genersal lMerchandise epartment," S.eech
presented at ouper hwarket lonstitute Inc. Cconference on
won-Fcods (January 13-14, 19301).
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As an additicnsal secticn of tnis report, excerpts frcm
a recent speech by lir. Xichard Shuman will be ircluied in
an aprendix. This speech develored some of the methods of
non-ifccd personnel training which would easi.y be utilized,
regardless of the type of ncn-food program preserntly oper-
ative in any of the food supermarket operations. The
comments are timely, penctrating, and guite applicable to

the problens raised in this regort.



AL rENDIA

Towy owuilTICN Ay ThHalXNInG CF FoksCLNLL
2R Tie GolBRal MellHawDISs DerdasxTiiznT

By Richard Shuman, Ncn-roods lanager
step & Shop, Inc.
Beoston, lassaciusetts

Iresented at suger larket Institute, Inc.
Ccenference on General lMerchcndise
Janusry 15-14, 1yol

This issue heas five uistinct aspects. First, the
exact typre ¢f orgesrnizzticn which will be needeua to priperly
‘run your General lercheidise businzss wmuct be deterzined.
second, the prcper personnel must be selected to get the
job dcne at cfiice, store superviscry, aund store level.
Third, vou rust uevelcp an c¢fifective training procrsm that
will insure maximum profit productivity. Fcourth, you nust
rlan the smcoth integration ¢f ycur Gencreal lierchardis=
cperation witn your rocd cperation. riftan, ycu must pre-
rare a centiruiang yrosrarm to hely trein new pecple and
re-truin existing pecple sc thoet your entire perfcrmance
is censtantly belns uigraded.

with these inherent provlems in mina, it 1is a,parent
that tnc very make-up of the Genereal lNerchandise crganiza-

tion you plan to celect wund train will greatly determine
the cuccess of your efforts,

oelection of ycur people invcelves the three zrces of
Buyers, rield Supervicors, and cotore terscnnel.

In 21l arcas there is a shortuze cf jeorle exper-
ienced in hanuling General Lerchandise in oupcrmarkets.
Tnerefore, if we make the logical assumption that the buysrs
rust be fully gualified in the rroducts they cover, it will
undoubtedly be necessary toc go outside cof your corzauization
for people. 4 retail store background appears to be the
most desirable, when looking fcr competent buyers. The
person you select must be a cemplete merchant rather than






just a good "buyer," because his task will involve ncre
selling than actual selection of good merchandaise. He nust
have a firm approach to overcome the many rroblems and ob-
jections his new merchandise will create. 4t the sare time,
he must be flexivle enough to acdapt his beliefs and ideas
to. the realities of selling his mercharndise in foou stores.

He should not be brought in "ccld," but should be
given aoout six months to a year working in the stores.
This is & real "rmust" if he 1s to be successful. The men
we are locking for then would have & cepartment cr variety
store background, be & ccmilete merci.ant, possess a positive
firm arproach while not being inflexiple or unyielding, and
finally would probably hzve :c¢ actual s.permarket store
experience.

Selection of Field 3uperviscrs, whether tney are to
concentrute solely on Genera. lerchandise or ussurme this
duty along with cthers, should probably be made from jyour
current pecrle. Celection of these pecple will usually be
Lased upon superior focd store performance.

’ Here we see a zignificant contrast frcem the situction
in sclectin Luyers from toe outside and teacuing them
supermarket tecinligues, waereas 1in selectin;: supervisors
Jou chroose experienced suzermerket men and teachk them how
to hazndle General rercnandiscz.
N In your selecticn cf store persunnrel to handle General
tierchanaise, you are reslly sterting rom "scratch." Tue
Tesponsicility for sel-oction must reside in field super-
Vision dewn taroucsh the store meneser. Field supervisors
must hold tue store mensger resyensible for tne selection
?nd training of on zaeguate store General [lerchandise work
orce.

Tie people ultimztely selected mmust possess accve-
averar-e intelligence becuuse of tie speciclized problems
Freviously noted waich exist witu Genersl liercrandise.
need is similur to the rejuirements you find iun bDeiry,
¥rozen Foods, or Ba.cry, where there is mcre to tas -job thun
Toutine crdering an: shelf stocking. You should, if pos=-
51ble, select an up=and=ccming pers.en because the very
}ack of stere fariliarity with General herciandise gives
80y pers:n an cypcrtunity tc create and develop in this new
area and thus earn recoenition.

Tm 5 oes
1nls

ang Cnce you have s-lected your buyers, ,your supsrvisors,
t"'ytur store pecp.e2, you are prepared to move into
“€1r training program.

Get. 4 well conceived training prosram will be the major
€rminant of the quality of ycur performancce. we must



rememder that this is a relatively new field in a fast-
moving, highly competitive industry. If you ao not build
a firm foundaticn with a competently trained yroup of
preople, your entire "builaing" will crurble before it
really has a chance to get off the ground floor.

Trainirg fer buyers nmay be divided into two mein
rhases. 1rirst, there is the actual iu-store training. as
r“eviously tentioned, this will prooubly require an o;tinum
time of six mountis t¢ one year for peo rle brcugsht in from
othier retail operations. Included in Lhclr proisram, aiter
a sncrt perica of formal orientaticu, should ve grocery osnd
front end exierlence, working on new slore sct-ugs, wor<ing
store re-sets and rﬂmouelo and traveling wita field super-
Visors. ouch & [rosrem should give a ccnpetent pers.n a
sufficient "feel' cf th business to erzble him tc perform
successfully. Alsc, a buyer wio has cpeunt sore time in the
stores will find his personal acceptance a vzluavle ald when
he 1s "selling" his ideas to store pecple. The,; Justifiably
feel that ne sheres an underctanding ¢f tiheir problems.

Cffice training for the new buyer will probubly take
no mere than taree months. Lua*Aiw; new Warenousing, crder-
ing, advertisinyg, szles plannine and budgeting tec.nijues

zll quickly irtc line for scmeone whe has wicrked with

similar sreas in otner retaill stcres.

Training the sujervisors is =& kay functicn because it
is to them thet you rust lock for gulaance and assistarc
in putting tue Lrogram over at store level. 1t is 1m;os-
sible in a large chain lfor the central office to adjuately
trein store nmunagers or tieir suvordinztes as & - roup in
General llerchandise. Thireliore, you rust provice the field
supervisor with sufficient tools end <nowledre to enzble
them to follow turough with the store manezser and nis

peorle.

Wwith this thought in mirnd, it wculd be wise to
consider now the way to effectively train storc peojple.
The two prorrams of thelr training and supervisory training
are psrt and parcel of the same uasic "wiole." Train the
supervisors ani then work wit! and tzrcugh them to train
store people is & wscund zpproach. Tnils section may aptly
be referred as @ training checklist fcr fielu zwnd store

preople and could be listed as follows:

l. ruying lieetings--an invaluavie time tc exchange
vicws on mutual groblems as well as get field
and stcre people in on buying uecisicns. bhould
be limitea tc rield supervisors acnd store
managers.




Mzruals=--basic writtern guides to the stcres so
that tnere is « uniform stendard of performance
fecr all stcres. should be written by buyers in
conjunction with company's treining specialists
and then turned over t: field su ervision for
prorer store follow-=through.

Store Visit Reports--reclly a pericdic check of
stores to guarentee that they sre performing
according to accertea standerds. ouculd be made
out ©y ouyers unue/cr ficld sujervicors with joint
responsibiiity for fcllow-torcusin. The tremen—
aous im;ortence of petting the bdbuyers cut intoe
tne stores at leoast once a w:eci Ccennct De over-
ernphasized. T-ois ar, rosch s.ore will go far in
solvirng mucn of the lzcii ¢f rncwledse asrnd under-
standing that so oiten zxisus.

schools==for stere man. gers and ue ertment
ranaters. =« formal pres:“taticn by either the
buyers or ficld ren ¢f practical advice wrd

1:ow to wcre efrfecuivel;, plan and mercuurndise.
trorerly executea, these cchoois would regresent
E Ublnt «ftfert of btoctn obuyers and supervisors
and shculd be yresentea at resular meet _ngs of
deportment or store managers.

ooecial ercharndising Bulletins and oe=c
rlers=--wnetner it is sim,ly advising sto
iu ‘upu:t ncw to plen their remalining ocr

ers or whet.er it 1s ycur cverzll rerce
an for thL. curi-stmas seascn, t.ils infoermo
is an acsolute nmust in trairni.g your peorple to
rmerchandise prcrperly.
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