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ABSTRACT

AN ANALYSIS OF THE DEVELOPMENT OF CONTROLLED
RETAILING SYSTEMS IN THE GREATER S. PAULO
METROPOLITAN AREA
By

Alberto de Oliveira Lima Filho

The development of controlled retailing institutions,
particularly shopping centers, in the Greater S. Paulo
Metropolitan Area (GSPMA) was examined in this dissertation
from three perspectives: (1) from a theoretical point of
view, using a systemic conceptual framework; (2) from an
explanatory and interdisciplinary perspective, drawing upon
contributions from other disciplines and comparative analysis;
and (3) a normative perspective utilizing modelling tech-
niques.

The work began with a theoretical discussion of the
retailing system, its objectives and activities, its loca-
tional patterns and evolutive characteristics. These
analyses indicated a definite trend toward decentralization
and the emergence of specialized building facilities.

The study then was focused on the retailing system's
spatial dimensions, with an emphasis on their relationship

to urban systems theory and trade area measurement techniques.
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Alberto de Oliveira Lima Filho

The Brazilian retailing system and the evolution of
its institutions were examined on the basis of the theore-
tical framework which was developed. The complex inter-
actions among retailing institutions and the GSPMA were
explained. This analysis indicated that if the quality of
urban life is to be improved there is a need for the reloca-
tion of retailing facilities at decentralized points, using
modern design features such as the shopping center. A
market opportunity analysis was made to evaluate the rela-
tive demand potential in the city's forty-eight districts.
This procedure gave a clear indication of demand density
over space.

The decision-making process concerning investment
and location then was examined using modelling techniques.
The outcome was the construction of a normative model for
shopping center location. This model used cost concepts,
capital budgeting techniques, and probabilistic constructs.
The model can be applied in practical situations using the
preliminary results of the market opportunity analysis made
for the GSPMA. In order to provide guidelines for the
model's application, a logical flow diagram was prepared.
Such a model can be useful to those concerned with the

problems of retailing location in larger metropolitan areas.
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CHAPTER I

INTRODUCTION AND OBJECTIVES

Foreword. The City as the Context
for Retailing Adjustments

The focus in this dissertation is on the controlled
shopping center as an urban insitutional structure. As
are most things, the shopping center is a creature of its
environment and must be understood within the context
within which it exists and functions, namely, the city.

The city can be conceived of as a system which performs
several specialized functions within the boundaries of its
geographic area.

From a generic point of view, the city's functional
process may be described in terms of the activities per-
formed by its population, by the locational patterns of
its inhabitants and institutions, and by the continuous
movement of people and goods over a limited and sometimes
well-defined geographic space. People living within the
limits of an urban area perform a series of activities
which can be divided into three main categories: 1living,

working, and trading.




The Problem of Urbanization

As a process of urbanization takes place, the city
grows in size and population the economic development and the
industrialization create separation between the point of
production and the points of consumption. The three
basic activities which were performed in the same place,
or at very near distances, tend to become located in
separate areas within the city limits because of space
requirements.

Such a phenomenon, on the one hand, is conducive
to better living conditions; the specialization in loca-
tional patterns for different activities makes the urban
system more efficient, assuming that operations will be
on a large scale. On the other hand, the separation of
different activities among diverse locations creates a
tremendous increase in the traffic necessary to move
people and goods over the space. Due to societal norms
and patterns, the movement of people and goods is likely
to occur during the same hours of the day and toward the
same marketplaces. If the retailing system of a city is
not properly planned and located within the city, the
accumulation of a homogeneous supply to fulfill a hetero-
geneous demand generates congestion and reduces the

efficiency of the system.




These processes and interactions become more and
more complex when a city, due to this growth, abandons
its initial single center or concentric pattern and
adopts an arrangement composed of several nuclei in which
specialized activities are performed. This is the case
in large metropolitan areas where the distances and the
specific characteristics of each sub-area create an
extensive need for movement among the several nuclei., If
the locational patterns of retailing institutions do not
show a rapid degree of ecological adjustment, the entire
system will be jeopardized. An uneven flow toward
retailing areas, for example, will effect the traffic
necessary to perform other activities, such as moving

from living to working areas.

Retailing System Adjustments

The adjustments made by the retailing system to
the expansion of a city into a complex metropolitan area
generally begin with the specialization of similar types
of retailing institutions and their location in clusters
near the central business district (CBD). The second
adjustment is decentralization along the radial axes of
the city and an unplanned locational trend to move to
the core of the various nuclei of the metropolitan area.
A final and most recent development is the change to

noncentral locations with an extensive use of planned
’




facilities; these are likely to provide one-stop shopping
and off-street parking. All these adaptations are forms
of ecological adjustment that the retailing system must
perform in order to survive and grow within a metropolitan
environment. The most recent development, new institu-
tions known in modern retailing as shopping centers, are
the central focus of interest in this dissertation, in
particular, their emergence, locational patterns, and

normative planning aspects in a developing economy.

Background of the Problem

The concepts already mentioned indicate that the
retailing study proposed here must start with the analysis
of spatial and locational aspects and procede to mana-
gerial and marketing dimensions. Such an approach also
suggests that exogeneous and noncontrollable, rather than
endogeneous and controllable, variables should be dealt
with first. Before discussing shopping centers, it is
necessary to determine and to analyze the environmental
characteristics of the region in which the center will
operate.

The Greater S. Paulo Metropolitan Area (GSPMA)
has become the largest human conglomeration in Brazil
and in South America. The factors which produced this
concentration will be analyzed in detail in chapter 4,

but a brief description of the city's origin and present




structure is mentioned at this point to provide a basis

for the formulation of the problem.

S. Paulo

S. Paulo was founded in 1554 by Jesuit priests.
Its initial growth was slow, evidenced by its 25,000
inhabitants and 4,200 households in the first decade of
the nineteenth century.1 Today S. Paulo has 5.2 million
inhabitants concentrated in an area of 857 kmz, and a
diametral axis of approximately 40 km. This megalopolis,
which has grown at an annual rate of 5.2 percent during
the last decade, is located in the southern part of
Brazil near the Atlantic Ocean. It lies in a region of
medium elevation where the average altitude is 2,400
feet. Since S. Paulo is surrounded by mountains, it
initially grew from its central nucleus along the valleys
where the main hinterland roads and railroads were con-
structed. More recently it has concentrated along the
major radial avenues which spread from the central
district of the city.

By virtue of several factors that will be dis-
cussed later, GSPMA represents an extreme example of
inadequate use of urban land. This phenomenon has two
side effects which are relevant in the present context;
the first is the high value of land, which is associated
with the second, a high population density factor of 1032

inhabitants per kmz.2




Retailing in S. Paulo

Following and sometimes contributing to the
urbanization process of the metropolitan area, the retail-
ing system has changed its characteristics in two ways.
First, there has been a tendency toward institutional
change, or the appearance of new types of retailing
stores;3 second, there has been a tendency toward decen-
tralization. Such behavior has some positive aspects if
regarded from the viewpoint that every firm must adjust
ecologically in order to survive.4

The decentralization trend has followed the routes
of the major radial avenues; since the early 1950's these
have been the dominant areas of retail concentration.5
This locational pattern was adequate until recently;
other factors, such as a constant rise in population and
increased use of the automobile, have changed the scene
and more traffic space and restricted zoning regulations
along these streets have become necessary. At this
stage, the centralized locations began to lose their
differential advantage since few of them provided off-
street parking.

Retail location studies are a relatively new
phenomenon in Brazil. Techniques such as trade area
determination, traffic volume counting, drawing power
determination, and design of retailing outlets in accord-
ance with the spatial dimensions of the market are just

emerging as common retailing practices. The studies




that are being performed seem oriented primarily toward
the evaluation of a site already chosen rather than to
site selection as such.

Despite the fact that new forms of retailing, such
as supermarkets and chain stores, have been organized in
the GSPMA, they have been planned mainly in terms of
modification of their internal structure and consequently
with insufficient attention to the changing urban environ-
ment. Shopping centers, which also represent a new form
of retailing, seem to be following the same process. The
limited number of institutions within this category have
failed to use precise techniques for planning and design
of their development.

The importance of these institutions will be
described later in relation to the Brazilian environment,
but at this point it is only necessary to mention the
effective advantage that they can provide in reducing
traffic congestion, better land use, and enlargement of
the implementation of the marketing concept in the metro-
politan area. Having laid the groundwork, it now is
possible to formulate the central problem of this

dissertation.

Problem Formulation
The retailing system plays an important role in
modern society because it aggregates merchandise assort-

ments and makes them available to ultimate consumers in




usable and smaller quantities.6 Of necessity, there must
be a high degree of adjustment and compatibility among
the institutions which constitute the retailing system
and the characteristics of the market in which it operates.
Seymour Baranoff defines this function as the
central task of the retailing system, that is, aggregating
assortments in anticipation of consumer demand and making
available this "concentrated variety" for the convenience
of the ultimate consumer.7 Shopping centers may be
viewed as physically concentrated retailing systems.B As
such, they must provide both aspects of the above-mentioned
function: (1) a qualitative, anticipated assortment
achieved by means of their store mix; and (2) the con-
venience generated by their locational patterns, layout
design, and the possibility of offering one-stop shopping.
Following the same reasoning it can be maintained
that shopping centers are an advanced expression of the
retailing system's organizational and locational patterns;
according to the same rationale, the main objective of
these systems is to serve as the locus for transactions

with the ultimate consumer within a certain trade area.

The United States and Brazil

Retailing research in and observation of the U.S.
and Brazilian environments indicates that the historical
dimensions of these systems in both countries are

relatively new. Historical analysis in the United States,




which will be examined in detail in chapter 2,9 shows

that shopping centers began in the 1920s and had its major
expansion after World War II. 1In Brazil, development is
much more recent, being less than ten years old.10
Despite these constraints and the natural limitations of
a comparative analysis between two broad systems, it is
possible to perform a descriptive and comparative study
of the controlled retailing systems in Brazil and the
United States.11 Such an analysis may provide the basis
for the formulation of policies and recommendations con-
cerning the planning and location of shopping centers in

a developing economic environment.

Main Objective
The central objeéctive of this dissertation can be
expressed as the determination of criteria and the formu-
lation of norms concerning the planning, and location of
controlled retailing systems in large metropolitan areas
such as the greater S. Paulo. The central problem can be
formulated as follows:
To conceive and to develop a model capable of
generating recommendations for planning and
locating shopping centers in accordance with
the norms and criteria which constitute the
dissertation's objective.
The norms and criteria that will represent the

major guidelines begin with a rather simple but compre-

hensive statement of the marketing concept. The shopping
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center as a marketing institution must serve needs and
wants within profitability constraints. In other words,
these institutions must fulfill and improve upon a wide
set of distributive functions and activities within urban
space boundaries; at the same time they must represent

a profitable and efficient alternative for economic
resource allocation.

In accordance with this concept, the norms and
criteria for the development of shopping centers can be
expressed within the following scheme.

A. Relative to its customers, investors, and

retailers, the shopping center must:

(1) provide a return on investment which is
satisfactory relative to competing
alternatives with comparable risk;

(2) permit long-run survival and growth to
the firm;

(3) enhance aggregate consumer convenience,
which implies a reduction in the shopping
effort in terms of time and travel; and

(4) achieve economies of scale greater than
those of alternative locational and
organizational patterns.

B. Relative to its environment, the shopping

center must:

(1) increase the efficiency of urban activities;
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(2) allow better utilization of urban space;
(3) avoid intraurban congestion; and
(4) facilitate the service level of those
firms supplying goods to the center
retailing institutions.
These norms and criteria must take into considera-
tion the evolution aspects of the retailing system and
its relationships to the changing structure of the cities.
Over time, cities tend to become more complex due to
increasing specialization, which causes a decrease in

local self—sufficiency.12

Research Requirements

The development of controlled retailing system in
the greater S. Paulo metropolitan area has considerably
lagged behind similar events in the United States. In
S. Paulo, the first system emerged after the beginning of
a period of cultural and economic growth, which occurred
simultaneously with urbanization, industrialization, a
complex distribution system, heavy traffic congestion,
and all the problems inherent in the specialized activities
of large metropolises.

Studies of these problems have been undertaken by
public institutions, the local government, and the State
of S. Paulo. Such efforts have been oriented toward
urban analyses, traffic planning, and housing ordinances.13

Other studies, oriented toward the distributive aspects of
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the problem, have been conducted by educational institu-
tions such as the School of Business Administration of
S. Paulo and by individual professors at that school.

These contributions limited in number and scope
were directed toward the description of the retailing
system and its related managerial problems.14 Consequently,
the need for additional research seems evident. It could
provide an essential service to marketing and retailing
in Brazil, particularly if it could, by means of an
interdisciplinary approach, offer syntheses and reduce the
gap between the two orientations.

Such studies may prove helpful in guiding city
planning and in advising private institutions about site
selection and location problems. Research of this scope
is quite feasible because of the better analytical tools
which are available today. From a social point of view,
it is clear that the normative dimensions of the model
will be able to generate solutions which may avoid con-
tinued misallocation of resources and poor selection of

shopping center sites.

Analytical Framework

The objectives of this dissertation and the charac-
teristics of its central problem require a careful and
detailed analysis of an extensive number of concepts,
theories, and empirical variables. This task must be

accomplished through an interdisciplinary approach, which
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will draw upon contributions from several areas such as
marketing, urban economics, and statistics.

The analytical framework will begin with a discus-
sion of theoretical and conceptual constructs from the
retailing system as a subset of the total marketing system.
We shall be concerned primarily with functional, institu-
tional, and locational aspects of the retailing system.
Within this context, we then shall move into a similar
treatment of the shopping center, which is a subsystem of
the retailing system. This framework, which will be
examined in detail in chapter 2, follows a logical pattern:
it moves from generic concepts of marketing as applied to
retailing, to the explanation of the retailing system's
functional aspects, to a detailed analysis of retailing
institutions and the evolution of their locational
characteristics, to the study of shopping centers from an
institutional and operational perspective (see Figure 1).

Chapter 3 contains a descriptive and evolutionary
discussion of the Brazilian retailing system. The approach
follows the pattern previously established, namely, from
generalizations based on theoretical constructs to a more
detailed analysis of S. Paulo's retailing system. As in
chapter 2, patterns and operational relationships are
examined with the aim of attempting a useful taxonomy for
modeling purposes, which will be utilized in the last

chapters of this dissertation.15
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ANALYTICAL SECTION
‘THEORY BRAZILIAN ENVIRONMENT URBAN SYSTEM
Marketing Concepts| |Brazil's Retailing Urban System
System
City Functions
Evolution and and Structures
Contrasts
Theories of
Urban Structure
Retailing System S. Paulo's Retail- Retailing with-
Functions and ing System in the Urban
Activities Area
Evolution and
Institutions Theories of
Retailing
Location
J J 4
Retailing Evolu- S. Paulo's New GSPMA - Urban
tion Forms of Retailing Structure
Institutions
Changes: Insti- Evolution
tutional (1)
Locational (2) Patterns
Shopping Centers |Emergence of Shopping GSPMA
as Retailing Centers in the S. Urban Retailing
Institutions Paulo Urban Area Location
Operational
Features
Taxonomy

Analytical Constructs

MODEL SECTOR
Micro Variables Macro Inputs Model Simu- Output
lation C,R=POT| Evaluatiol

Figure 1.--Analytical Framework--Flow Chart.
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The environment, ecology, and various theories of
retailing location are examined in chapter 2. The urban
system, its components, and its structural features are
reviewed, using as analytical tools the landmark contribu-
tions of Burgess, Hurd, Hoyt, and Ullman and Harris. The
analysis then moves from theory toward an inductive explana-
tion of S. Paulo's urban structure. Based on the concepts
already developed, and using secondary data, a comprehensive
inquiry into the city's developmental patterns, its
structural changes, the evolution of its retailing institu-
tions, its locational patterns, and an analysis of its
macroeconomic descriptors will be made.

A major feature of chapter 3 is the analysis of
the city's most recent urban plan and the close relation-
ship between this plan's public policies and programs and
the primary objectives of this dissertation.16

As can be observed in Figure 1, the material
derived from the analytical framework developed in chapters
2, 3 and 4 will be used in the normative part of the work;
a closer look at the same figure clearly indicates a
logical and integrated flow of analysis from the macro-
theoretical level to the microanalytical level.

In the next chapter the development of this
analytical framework begins with an analysis of the

retailing system and its components.
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CHAPTER II

ANALYSIS OF THE RETAILING SYSTEMS

In this chapter we shall examine a number of theories
and concepts which are instrumental to this dissertation.
This is done to establish conceptual foundations for explain-
ing retailing in general, and shopping centers in particular;
to provide a basis for analyzing and evaluating changes in
the retailing system; to associate retailing development
with urban dynamics; and to provide basic constructs for a
normative model for shopping center location.

This dissertation conceives of the shopping center
as a specialized form of retailing institution whose central
objective is offering aggregate convenience and which oper-
ates under a condition of controlled competition. The idea
of aggregate convenience stems from the classic definition
elaborated by Reavis Cox in his analysis of the retailing
system's structure. Cox has pointed out that "the consumer
seeks aggregate convenience and for this, he is best served
when the agencies to which he goes as consumer-buyer are
arranged into clusters that help him to minimize the aggre-
gate effort he spends in collecting and using his whole
standard of 1iving."l Extending his reasoning, Cox stresses
that the consumer tries to maximize the returns he receives

18
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from devoting a given budget of time and money to shopping.2
The concept of operation under controlled competition is
analyzed by Frank Meissner, who mentions that this aspect
permits the existence of a certain degree of competition
which will, from the supply side, ensure profitable opera-
tion and, from the demand side, freedom of choice.3

This discussion of the shopping center's objective
leads to the assumption that centers must be identified as
components of the marketing system, must operate within the
urban environment, and therefore require a high degree of
adjustment to the spatial dimensions of their trade area.
A suitable way to examine this point is to conduct a func-
tionalist investigation of the shopping center as a specific
structural arrangement of the retailing system. We also
assume it operates as a component of a higher order system--
the marketing system--within the limits and the operational
constraints of urban space.

Retailing Systems as Component
of the Marketing System

Retailing is a part of the marketing system. It acts
as a gigantic screen, filter, and facilitating mechanism in
aggregating the vast quantities of goods, anticipating con-
sumer needs, and dispersing these goods throughout the con-
sumer population.4 This definition is strongly influenced
by Wroe Alderson's concepts of assortment and dispersion

and matching homogeneous supply with heterogeneous demand.
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It also emphasizes the relevant aspect of serving needs

and wants over dispersed locations.

Monostasy and Systasy

Taking into consideration the ecological aspects
which are inherent in the social system, it also is possible
to view retailing systems as organized behavior systems with
a definite tendency toward monostasy and systasy in choosing
locations. Alderson defines monostasy as the condition of
occupying a unique position in the market place,5 whereas
systasy refers to the tendency to stand together or to
seek support from other components of the system.6

These concepts are relevant to the latter explana-
tion of retailing institutions which initially try to stand
alone by seeking separate locations; in other words, they
seek monostasic conditions. As the city structure becomes
complex, and as new firms and patterns of population
density emerge, one is likely to observe the tendency
toward systasy. As Alderson mentions, these two factors
create forces of attraction and repulsion among the insti-
tutions which compose the retailing system.

According to the preceding analysis, the following
generalization can be made:

(a) In their initial stages, the institutions which

compose a retailing system show a tendency
toward monostasic locational patterns (for

example, the general store).
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(b) As cities grow, stores tend to cluster,
taking advantage of a location which may
provide joint opportunity (for example,
clusters of motels and restaurants at many
city limits).

(c) In a more advanced stage, the two phenomena may
exist simultaneously. In a first phase,
retailing institutions leave the central
business district because of urban congestion;
this is a monostasic trend which also shows
a high degree of repulsion, that is, a preference
for an isolated location in the commercial axis.
In a second phase, due to the same con-
gestion, the stores move into functional,
decentralized locations; this is a clear trend
toward systasy and attraction (for example,

the regional shopping center).

Transformation and Adaptation

The dynamic features of retailing locations and
the new forms of physical organization described and
commented on in the marketing literature seem to indicate
that the transformation and adaptations manifested by the
retailing system are highly consistent with the general-
izations mentioned above.7 These generalizations also
have a common trait: they indicate the ecological character-

istics of the retailing system's functions and processes.
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Retailing's constant adjustment to environmental
conditions can be better conceived if the role of retailing
institutions is evaluated from the marketing concept viewpoint.
That is, because retailing is the last node in the distri-
bution process system, it is responsible for total imple-
mentation of the actions taken by other institutions in
the channel, namely, manufacturers and wholesalers. This
aspect requires a deeper analysis of the functional dimensions

of retailing and its processes.

Functional Analysis of the Retailing System

The central function of the retailing system is
to provide time and place utility within the boundaries
of its area of influence. A functionalist approach in
evaluating the role and objectives of the retailing system
is compatible with this statement and provides the
necessary background for studying the retailing process
in relation to the characteristics of its operational
environment.

For the purposes of this dissertation, retailing
systems also are conceived of as "organized behavior
systems which interact in conjunction with their relevant
environment."B By this definition, they also can be termed
ecosystems, which infers that all the components of a

system are functionally linked to their enviromnent.9
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In the case of the retailing system, the most
relevant variables in describing its operational process
are the physical dimensions of the system, the locational
patterns, and the spatial descriptors of the relevant
environment.l0 An analysis of the interaction among these
variables may provide generalizations or hypotheses such
as the following:

Increased geographic dispersion of the cities is
associated with decreased centralization of
retailing institutions.
The conceptual introduction has shown that an analysis of
the functional dimensions of the retailing system may be
conducted within a theoretical framework, which enhances
the perception of its characteristics.

A good approach is the scheme proposed by Richard

Lewis and Leo Erickson in their study of the functions of

dal If one focuses attention on the

the marketing system.
retailing subsystem of the marketing system, it is logical
that its primary function is to service local demand
(demand within the relevant environment). In so doing,
the system is creating aggregate convenience, which, by
analogy with the reasoning of Lewis and Erickson, may

be conceived of as the unique and inherent purpose of

the retailing system.12
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Retailing Activities

The next step is to identify and discuss the
activities performed by the retailing system in order
to execute its functions. The discussion hereafter will
be divided into two major categories: the generic activities
and the specific activities performed by retailing. The
first set of activities is related to the obtaining
demand functions; the second refers to the locational
behavior of retailing institutions and how they adjust to
changes in the environment. The label generic means that
these activities are performed by all marketing institutions
in a more or less standard pattern; the label specific means
that these institutions perform the activities with a high
degree of specialization.

The activities of advertising, personal selling,
sales promotion, product planning, and pricing are performed
in various combinations and various degrees by marketing

system institutions.13

In the retailing system, for
example, product planning may be conceived of as strategy
relative to product mix or merchandising. Pricing in
retailing is also a less flexible and controllable factor;
the retailer is truly a middleman., His margins are
largely fixed by two important price determiners--his

supplier, whose price becomes the retailer's cost, and

the consumer, whose demand is, to a considerable extent, a
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given for the retailer. These activities, however, are
subject to some control by the retailer. If they are
properly managed, the retailer may be able to alter the
market penetration; he may be able to increase the
market share relative to the potential existing in the
trade area.

In relation to the so-called demand servicing
activities, retailing institutions should plan and manage
them according to the existing characteristics of the
trade area.l4 In this case, the institutions are assumed
to perform a very specialized set of activities which
must be adjusted to the specific position of retailing
within the channel and which, by the same token, are
oriented toward the servicing, locational, and logistic
descriptors of the trade area. These activities are
complementary to the obtaining demand activities mentioned
earlier, but it is conceivable that they do not change the
market potential. In addition, it is correct to assume
that they are complementary and functionally related to
the obtaining demand activities.15

Although the preceding analysis discusses how
these activities are performed, for the purposes of this
dissertation it is necessary to pinpoint the real meaning
of demand servicing activities and their unique features

in the retailing system.
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Demand Servicing Activities

The demand servicing activities mentioned by
Lewis and Erickson are comparable to the following

specialized activities in retailing:

Demand Servicing Activities as Performed.

Marketing System--Generic Retailing System--Specific*

Warehousing Location
Store and Warehousing Design

Inventory Management Merchandising

Transportation Receiving and Delivery
Parking Decisions

Order Processing and Retail Services
Handling

*Source: Adapted from a conceptual framework given in
William Lazer and Eugene Kelley, "Retailing Mix:
Planning and Management," Journal of Retailing
(Spring, 1961), pp. 35-36.

The analogous relationships depicted indicate that
in order to perform the servicing demand function retailing
institutions go through a multistage set of activities.

(1) They appraise the market potential and its location;
(2) a plan of selling and warehousing physical facilities
is conducted; (3) an evaluation of the merchandise to be
carried is made, bearing in mind the characteristics of
the market and the dimension of the physical facilities;
(4) an integrated plan is developed to program the in-flow

and out-flow of products to and from the store site; (5)
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adequate parking facilities are designed and built which
will enhance transactional convenience;l6 and (6) retail-
ing institutions plan and program the activities

internal to their organizations. These are the services
which are to be offered to provide an adequate flow of

output by the system,and these must be planned in relation

to the characteristics of the relevant environment.

Matched Parallelism

The foregoing analysis sets the stage for some
final remarks regarding the nature of retailing system.
According to Seymour Baranoff, the output of retailing is
to produce what he calls "matched parallelism," or to
correlate needs and wants with the resources, goods, and
services available to satisfy those needs and wants.l7
Baranoff emphasizes that it is doubtful that a complete
matched parallelism can be achieved, since the outputs
of the retailing system will act upon the environment
with a steady process of change. Consequently,

the system is a dynamic, continuous process--
ever changing ever expanding; the reasons why
the system works the way it does are many. They
have to do with a high level of production, an
inability to get things directly, specialization
of labor, levels of aspiration, 'convenience,'
adaptation to environment, urbanization and
technology.18

The evolutive characteristics of retailing systems

and the search for a constant adjustment to environmental
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conditions have been discussed up to this point in terms

of functional structure and the managerial activities

of the component institutions. 1In the next section,
attention will be focused on the description and analysis
of the change theories relative to the structure of retail-
ing institutions and their locational patterns.

Theories of Structural Changes
1in Retalling Systems

The continuous adjustment of retailing system
institutions is caused mainly by the drive toward differ-
ential advantage; the dynamic process of change also has

13 since every change

"circularity" characteristics,
presented by retailing institutions is almost immediately
incorporated into the relevant environment. Consequently,

the environmental conditions change again and new adjust-

ments become mandatory if continued efficiency is desired.

Characteristics of Change

The characteristics of structural changes in the
retailing system are perceived in relation to decisions
regarding the locational pattern of its institutions, in
the assortment of goods offered for sale, in the size of
stores, in the ownership and control of retailing outlets,
and in the package of retail services offered in a

particular period of time or in a specific market.
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There are many theoretical explanations for these
changes. David Revzan, for example, pointed out the
following factors: (1) a continuous expansion of product
assortment; (2) an ever-changing geographical environ-
ment; (3) a changing spatial pattern for the location of
stores and centers; and (4) a need for highly formalized
systems of retail markets,in which increasingly specialized
trading practices take place.20

Malcolm McNair believes the changing pattern of
retailing is expressed by its power to stimulate and
encourage higher rates of consumption. In 1953, McNair
mentioned several areas in which the retailing system
could take decisions and perform changes. Among his
recommendations, the following seem to be most relevant:
(1) the decentralization of retailing activities must
keep pace with the decentralization of cities; (2) store
locations must continue to adapt themselves to new
trends in suburban living, with emphasis on the private
automobile; (3) unplanned central city shopping areas
strangeled by traffic congestion must be replaced by
planned suburban shopping centers, and (4) a continued
effort to increase convenience must be pursued by means
of adequate parking, full assortment of merchandise,

extended store hours, and better layout designs.21
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McNair's normative program gains greater expression
if one looks at how the retailing system in the United
States has evolved over the last twenty years; the patterns

do not differ from McNair's main lines of reasoning.

Ef fects of Change

Up to this point, the discussion was centered around
the causes of changes in the retailing system. Now it is
necessary to study the effects of these changes and their
impact upon the major characteristics of the system. A
brief analysis of these effects will be developed, and
they will be related to the conventional theories of
retailing system change.

Operational Effects.--Due to the increased number

of products, proliferation of brands, and sophistication

of wants and needs, the retailing system has gone through
an extensive specialization of its operational patterns;

ﬁhe sequential trend of these adjustments is presented in
Figure 2.

Figure 2 shows a certain degree of consistency
between the increased number of products and the specializa-
tion patterns exhibited by retailing institutions. The
numbers in parentheses indicate a sequence which started
with the general store. A word of caution must be added:
the figure is intended only to illustrate the changes in
operational structure which can be observed in the field

of retailing. It also is clear that the emergence of one
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specific type of institution does not deprive previous
ones of market opportunity.23

Ownership Effects.--The expansion in operations, the

requirements of more complex logistical support, the
increase in capital needsrsand inclusion of higher-level
technology in the retailing process have had two generic
effects upon ownership of retailing institutions. There
has been (1) a general trend toward group or public owner-
ship, with a decline in individual or private ownership;

and (2) the creation of new forms of ownership such as
leased departments, franchising, and consumer-owned outlets.

Effects on Location and Store Design.--In order

to avoid the decline of the central business district,
which was caused by such factors as lack of parking, old-
fashioned store design, and traffic congestion, a trend
toward decentralization emerged in the use of suburban
clusters.24 Location patterns were affected by the
development of large centers near residential areas and
with easy access to major intraurban and interurban
freeways. The availability of large land tracts, enabled
planners and merchants to innovate in terms of store
design, location of the buildings within the site, and
advanced architectural technology, all of which create

a more pleasant shopping environment.25
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The analysis of the fundamental concepts related
to the causes and effects of change in the retailing
system and the contributions from Revzan and McNair lead
to a discussion of the formal theories of retailing

change found in the present marketing literature.

Formal Theories of Change

According to Ronald Gist, explanation of the
changing nature of the retailing system evolved into four

26 (1) natural selection;

theories or working hypotheses:
(2) the wheel of retailing; (3) the general-specific-
general cycle; and (4) the dialectic process. Examination
of these theories will be oriented toward an explanation
of the emergence and locational patterns of shopping
centers.

Gist points out that the concern with the changing
role of marketing institutions is an attempt to identify
the causes of change and to describe its nature.27 In
the specific case of shopping centers, it is conceivable
to say that the causes of the change were: (1) increase
in the size of urban areas; (2) traffic congestion in
the core of the cities; (3) emergence of the dormitory
suburbs, and (4) rise of consumer mobility. The nature
of the change can be explained in terms of: (1) the
decentralization of retail trade; (2) the development of
sites for shopping centers; (3) the increased number of

shopping centers; and (4) the construction of special

retailing structures.
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The causes and the nature of the change are multiple
and can be observed in the organizational behavior of
modern retailing institutions and in the overall character-
istics of the system. 1Its analysis also provides an
adequate theoretical framework for discussing the normative
and comparative issues of this dissertation.

Theory 1l: Natural Selection in Retailing Systems.--

The natural theory selection argues that the retailing
institutions operating within an environment change in
order to survive. This concept may be extended to all
organized behavior systems and is a major conceptual
framework of the proponents of Aldersonian thought on
marketing.

The variables which constitute the environment
change; within the capabilities of its resources and techno-
logical skills, the retailing system changes and adjusts
to the new demands of the environment. Those institutions
which, by one means or another, begin to demonstrate a
large innovative and adaptative behavior are likely to
receive positive feedback from the environment; as a conse-
quence, they show a differentiated "market power." The
result of the process is that those institutions which do
not innovate begin a cycle of self-destruction and enter

into what may be called a fading trend.
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This trend starts with the decrease of
institutional adequacy in relation to the consumers,
particularly when the more adaptive competitors are able
to offer better retail services. The next stage is a
decline of sales volume caused by the reduction in trade
area dimension,which also is related to lesser drawing
power and weaker market penetration. The consequent smaller
operational scale creates several phenomena, among them
the following: services must be reduced since they are
by far the most controllable costs; the amount of inventory
must be reduced with a conceivable impact upon the assort-
ment; and the ability to use mass promotion is reduced
since the smaller volume and narrowing trends in product
mix do not permit these expenses. The overall profit-
ability of such institutions is likely to show a decline,
which will accelerate the deteriorating process already
described.

As a result, noninnovative institutions will be
unable to inject new capital and they will be below the
competitive level in the job market. Thus, the
financial capacity to relocate in prime spots. will be
lost,and the maintenance of a sound level of selling
services will be impossible. The most common example of
institutions showing this pattern are grocery stores
located in the central business district or on corners

of radial commercial strips.28
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On the other hand, adaptive institutions possess
a high degree of sensitivity to changes in the relevant
environment. They change in the short run, and
capitalize upon market opportunity. The effect can be
described as a strong improvement in the "power to act"--
the Aldersonian concept of differential advantage. By and
large, these institutions are able to accommodate to changes
in the city structure. Using larger amounts of fixed
capital, they seek better layouts and locations and use
modern patterns of retailing management.

Following such technological changes as widespread
use of the automobile and the construction of intraurban
rapid transit networks, these stores move into the
planned and controlled sites of the shopping centers,
which are the latest expression of compatibility to provide
easy access to the mobile buyer. The trend toward shopping
centers further shifts the central places within the urban
area; stores which do not follow the trend are automatically
outside the trade area and the range of spatial competition.
Theoretically, stores which move into the shopping centers
are components of a highly energetic subsystem of retailing;
stores which remain in decaying areas belong to a blight-
ing subsystem, namely, the CBD, or the so-called inner

city.
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The theory previously discussed indicates that
changes in the urban environment caused by applied tech-
nology create a climate conducive to centrifugal locations
and new forms of store design. The processes change the
density of demand over space, positively affecting those
institutions which follow these trends and negatively
affecting those slow to adapt. The effects have definite
influences on individual stores,as well as on sets of
institutions located in decaying areas.

These modifications and adjustments must be con-
ceived of as a continuous process, since they are incorpo-
rated almost immediately into the relevant environment and
become an integral part of the urban system.29 This .
natural selection theory is mentioned by other authors

30 but basically it is concerned

and given various names,
with the phenomena related to changes from an ecological
perspective and enphasizes the relevant aspects of

survival and growth.

Theory 2: The Wheel of Retailing.--The conceptual

framework of the wheel pattern was derived originally

from McNair3l and was expanded and extensively discussed

by Stanley Hollander.32 The theory is basically

related to innovative behavior and changes in the opera-
tional patterns of retailing stores as they move toward
maturity. More specifically, these scholars focused on

operational margins, product mix, and on the managerial

capacity of the storekeepers along the wheel cycle.
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It is possible, however, to explore changes in
location and store design within the wheel theory frame-
work using the examples of "conformity and non-conformity"

33 The decentralization and con-

mentioned by Hollander.
struction of specialized buildings may be viewed as a
particular form of nonprice competition which gives the
firm an opportunity to increase volume and maintain gross
margin standards. An example of conformity is supermarkets
and discount stores, which, in the initial stages, operated
in low-cost buildings with lower rent value. The first
discount stores were located in fringe locations with
modest facilities and limited services, but later they

were admitted into shopping centers. Within certain
limitations, they improved their service level. A simple
observation of the architectural features of modern shop-
ping centers indicates a considerable degree of conformity
with the wheel pattern; the modern closed mall is a clear
expression of this trend.

The case for nonconformity might be argued on the
basis that decentralization and suburban shopping centers
are not a time innovation; rather, they represent the same
way of doing business in other locations within a geographic
area. This argument is rather difficult to defend if one
looks at very sophisticated centers such as the Ball
Harbor in Miami or the Somerset in Detroit, which are
typical examples of evolution in design and luxury.34 These

centers were planned and constructed with a highly sophisti-

cated target market in mind.
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Theory 3: The General-Specific-General Cycle.--

There are certain limitations in using the hypotheses of
the general-specific-general approach to study the decen-
tralization of retailing and the emergence of shopping
centers since its focus is on the depth of lines carried by
the institutions. However, two points may be mentioned.
First. modern shopping centers are flexible in accommo-
dating specialty stores and larger department stores.
Consequently, the center environment is permissive, not

only to large-scale retailing, but also to the specialty
store, which exemplifies the return to specialization

in retailing. Second, shopping centers offer one-stop
shopping. According to Victor Gruen, the centers are

able to create an outstanding and ideal environment for
shopping which cannot be matched by any commercial street
or unplanned shopping district. The center, Gruen
believes, is the expression of a rare occurrence in our
free enterprise economy--the binding together of individual
businesses in cooperative fashion with the aim of creating
greater commercial effectiveness through unified

35

endeavor.

Theory 4: The Dialectic Process.--The dialectic

process is based on an application of dialectical reason-
ing to explain the change process of retailing
institutions. Research seems to indicate that the
inception of this theory must be credited to

Ronald Gist.36
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The evolutionary aspects of the dialectic process
are certainly the most relevant to a discussion of the
changes in retailing. The scheme®s initial stage is labeled
thesis and refers to an existing set of ideas, forms, or
philosophical attitudes in relation to the performance of

some processes. In the second stage, antithesis, the

evolution creates new and alternative forms for performing
the process. The antithesis must be conceived of as

the negation of the previous stage. The third and final
stage of a change cycle is called synthesis and may

be defined as the mixture or blending of attitudes and
concepts used in the first and second stages. The
dialectic argument is depicted by Figure 3.

The entire change and evolutionary patterns
through which the retailing system has passed may be
explained with the dialectic framework, but for purposes
of the present work only the decentralization and
emergence of shopping centers will be examined in
detail. 1In the first stage, thesis, stores were located
mainly in the central business district, and had no or
limited parking facilities (street parking). They occupied
buildings which were undifferentiated from the basic
designs of the neighborhood and which generally had
limited facilities for receiving and delivery. Most of

them operated only within normal working hours.
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During the antithesis phase there was a generalized
tendency to noncentralized locations and use of land for
parking purposes. There also developed architecturally
complex structures, specially planned and designed for
retailing and to accommodate clusters of stores within an
environment of controlled competition which had very
specialized loading docks (including underground tunnels)
and pick-up stations. Very flexible operating schedules
catered to the weekend buyer and family visits during
evening hours.

The synthesis stage in this evolutionary process
may be conceived of as the tentative movement toward CBD
renewal, including the transformation of central streets
into pedestrial malls, the modernization of downtown
department stores, and the construction of multideck public
parking in the core of the cities. The success and
final evolution of the synthesis phase cannot be ascertained
definitely because of the countervailling power of the
suburbs and their increasing population. In addition,
there is the unavoidable impact of the automobile;
its positive effects create higher mobility, but its
negative effects generate heavy traffic congestion in
central city areas. Although the dialectic process has
passed through only two stages, it is possible to say
that it represents a neat framework for evaluation and

explanation of the decentralization phenomena and the
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emergence of shopping centers. This theory differs from
the wheel pattern in that the latter does not integrate
conceptual and operational aspects common in the previous
stages.

These theoretical analyses of retailing systems,
their functions, and the evolutionary process of their
components make possible a detailed study of spatial
theories, their fundamental concepts, and their relationship
to shopping centers. Therefore, these institutions will
be examined in terms of their operational characteristics,
their locational patterns, and their role within the
urban area. Such an approach takes a multi-dimensional
perspective which perceives of shopping centers as highly
specialized marketing institutions performing functions
within their relevant environment, namely, the city.

Theory of Change in the Spatial
Location of Retailing Institutions

Up to this point the analytical framework has
been developed around the theoretical explanation of
the changes in the retailing system which are expressed
by the evolutionary characteristics of the institutions,
their functions, their activities, and their organiza-
tional behavior. We now will discuss theories which
center on the changes in the spatial location of

retailing institutions from a strategic point of view.
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In other words, we will evaluate the logistics of
retailing location as a response of the system to changes
in the environment. At this point no mention will be
made of theories concerning the structure of cities,

the techniques of defining trade areas, and the decision
process which is necessary to evaluate and to select a
trade site. These topics will be discussed in detail at
the end of this chapter in conjunction with an analysis
of marketing geography and the spatial dimensions of the
retailing system.

The treatment given to the subject here stresses
the point that changes in retailing location are strategic
moves made by the institutions in order to face changes
in urban space. Such an approach begins with the
basic assumption that retailing is space oriented; further-
more, one of its unique characteristics is that it must
follow shifts in the urban structure and must seek
competitive advantage by means of adjustment in locational
patterns.

Many marketing theorists have been concerned with
the problem of changing locational patterns and much has

been written on the subject.

Lalonde's Construct

Bernard Lalonde hassaid that "in recent years
much attention has been focused on the changing structure

of metropolitan areas, mainly due to modifications in
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population concentration" which requires adjustments in
the locational features of retailing. According to
Lalonde, "the retail structure exists to serve the popula-
tion of the area; and since it serves a definite need,

it shifts in response to a change in that need.“37 Thus,
it is axiomatic that "the decentralization of the urban
population within a metropolitan area has caused a similar
decentralization in the retailing structure of the
country."38 Finally,Lalonde mentions that an outstand-
ing symptom of decentralization has been the emergence

of shopping centers.

In order to face these dynamic trends, the
retailer must take into consideration at least the
following points: the first is related to the need of
changing the site of his business; the second is related
to the need of a constant evaluation of the performance
of the existing or of the new site; the third deals with
the design of the physical facilities in the new loca-
tion; and the fourth is concerned with the need for a
constant monitoring of changes in the location in terms
of population movements, modifications in the economic

descriptors in the area, and so forth.
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These multistep studies are likely to produce
information that will enable the retailer to make deci-
sions related to location strategy, which centers around
the evaluation of the actual adequacy of the store facility
as well as possible alternative locations.39 These studies
consider basic data on costs and revenues as related
to the actual market potential, that is, actual performance
in the existing location as compared with costs, revenues,
and the related potential in alternative locations. Since
location changes are linked with additional investments,
it is essential to prepare projected operating budgets for

all the alternatives under consideration.

Applebaum's and Mertes's Constructs

William Applebaum also stresses the desirability
of obtaining pertinent information about population
descriptors, environmental conditions, and the level of
competition within areas under consideration.40

The changing conditions in urban areas and the
need for strategic adjustments also have been studied by
John E. Mertes, who points out that location of a given
retailer is unique, and that a site once suitable gradually
may become an unprofitable one.41 Mertes's studies,
which focused on the spatial environment of Oklahoma City
and its surrounding regions,reveal some interesting

concepts of strategy in retail location. According to

Mertes there is an interplay between convenience and
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choice when the consumer decides where to shop. Convenience
is increased by the reduction in time and effort necessary
for shopping trips, whereas choice is enhanced by means
of broad assortments or by the degree of accessibility
to places where comparisons can be made. Thus, there is
a conflict between convenience and choice, and this conflict
may be reduced through increased accessibility.42

Retailing institutions must seek optimization
of convenience and choice by using the accessibility
factor in a positive sense and within the limitations of
the controllable and noncontrollable variables. Convenience
may be achieved by means of nearby locations, but a limiting
factor is that space restrictions of such locations do
not allow for maximization of choice. To provide a wider
range of choice, more floor space is necessary; as a
consequence, locational decisions become centrifugally
oriented. Mertes assumes that consumers "will make an
extra effort in time and distance costs to visit shopping
areas that provide a maximum selection of comparison
goods";43 the drawback is that control of accessibility
is limited or sometimes impossible. In order to
reduce friction over space and to improve choice, the
retailer makes strategic moves within the marketplace,
choosing prime sites along road networks and building

specialized retailing complexes such as shopping centers.



48

As a result of increased automobile ownership and
the outstanding progress of U.S. highway development, the
following strategic location alternatives are presently
44

available, according to Mertes's classification.

1. Internal Site--in the city's core or limits,

generally near freeways which allow rapid
movement of in-bound and out-bound traffic.

2. Axial Site--in the radial traffic arteries

which serve as links between the core of the
city and the outlying areas.

3. Pivotal Site--at the interchange of two

principal roads in areas of high population
density. These are adequate for community

shopping places.

4. Peripheral Sites--on the outskirts and in fringe
areas of large cities. Here large complex
developments, such as regional shopping centers,
can be accommodated.

5. External Sites--in the vicinity of high density

traffic highways. This location alternative
does play an important role in megapolises or
interurban areas such as Detroit-Chicago, San

Francisco-Los Angeles, and so forth.



49

Markin's Business Area Classification

In seeking locational adjustments the retailing
institution follows customer movements not only in terms
of their increased mobility over the urban space, but
also in accordance with their changing densities within
that space. The generic characteristic of these trends
is a continued decentralization of retailing sites as
they leave the core of the city and move toward its
boundaries. This trend created the following possible

45

types of business areas, which Rom Markin has classified.

1. Central Shopping Area--generally in the

core of the city. It includes large multi-
floor department stores, financial institutions,
and civic centers.

2. Secondary Shopping Area--composed of several

smaller clusters and operating as satellite
nuclei around the CBD.

3. Stringed Developments--unplanned clusters

located along the radial transportation routes.

4, Neighborhood Area--an unplanned cluster of

convenience stores drawing traffic from the
adjacent area.

5. Free-Standing Locations--monostasic retailing

institutions which provide convenience parking

and shopping and business facilities.
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6. Shopping Center Area--planned and developed

center drawing business from the surrounding

area according to the attracting power of

the store mix.
In the process of choosing a suitable location, retailing
institutions analyze the characteristics of each of the
areas mentioned above and their compatibility with the

operational planning which the particular store has in mind.

Nelson's Location Principles

Another theory which explains the change in
retailing locations was developed by Richard Nelson with
very empirical, but pragmatic, formulations.46 Nelson sug-
gests a site selection procedure composed of eight princi-
ples which retailers should follow, totally or partially,

when appraising a new location. The first principle

refers to the analysis of trading area potential, which
is determined by the evaluation of the population, their

income, and willingness to buy. The second principle is

concerned with the accessibility of the trade area in which
the retailing institution will be locating; this factor

is measured not in a static manner, but takes into con-
sideration past, present, and future trends. The third
principle involves knowledge of the growth potential in

the area, or even of the possible future decline of sales

volume. The fourth principle relates to the concept of
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interceptors,47 that is, selection of locations on the
routes between downtown (the traditional marketplace)

and residential areas. The basic function of interceptors
is to draw traffic from conventional business districts
because of their increased convenience. Nelson's inter-
ceptors are located in main radial axes and near pivotal
sites on the interchange between a radial and a loop.

The concept discussed here represents the initial
expression of trends toward strategic decentralization
which was observed by Nelson in cities such as Detroit,
Chicago, Mexico City, and Vancouver.48 The occurrence
of these location strategies also may be the cause of
some urban features, such as the sectorial and multinuclei
patterns discussed by Homer Hoyt and C. D. Harris and
E. L. Ullman.4?

The fifth principle considers the role of

cumulative attraction, which may be achieved by institutions
selling similar and complementary goods. According to
Nelson, these institutions will enjoy a synergetic advantage
because of their attraction power when located together.

It is interesting to note that this principle is consistent
with the Aldersonian concept of systasy in locational
decision making.

The sixth principle is expressed by the rule of

retail compatibility and was defined by Nelson as follows:
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two compatible businesses located in close

proximity will show an increase in business

volume directly proportionate to the incidence

of the total customer interchange between them,

inversely proportionate to ratio of business volume

of the larger store to that of the smaller store,

and directly proportionate to the sum of the ratios

of the purposeful purchasing to the total purchas-

ing in each of the two stores.>50
The empirical evidence of the strategic application of
this principle may be observed in unplanned retailing
clusters as well as in the development of tenant mixes
in planned shopping centers. In the first case, when
stores are located along major commercial strips, one
observes the close proximity of car dealers, automotive
and parts stores, and gas stations, all of which are com-
plementary in their trade. 1In the second case, in planned
shopping centers of large dimensions, there is more
than one outlet for goods such as shoes, men's apparel,
and so forth. In order to provide sufficient space for
the latter, large sites are necessary, and they are
likely to be found only in decentralized locations. The
sixth principle is related to the importance of customer
interchange among stores, whereas the fifth emphasizes

the total drawing power of a specific location.

The seventh principle, unlike the sixth, takes

competition into consideration. It uses an inverse
rationale, emphasizing the importance of avoiding inter-

cepting positions and location in clusters.
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The eighth principle is oriented toward the economic

analysis of the site. Nelson mentions that the evaluation
must be performed in terms of the site's cost and its
relationship to sales productivity. This reasoning is
connected to the objective assessment of costs and

revenues relative to potential.

Simmon's Model

A more complex and multivariable theory to explain
the changes in location is provided by James Simmons, who
bases his model on the assumption that changes in income,
population, mobility, technology, and urban patterns are
the controlling forces (exogenous and independent
variables) which affect the retailing system's structure
and locational patterns.Sl Simmons develops an interesting
breakdown of the factors affecting retailing location; on
the demand side he places customers' preferences and their
degree of mobility; on the supply side he analyzes the
cost of locating at one specific site. This model takes
into account technology, urban ecology, and the respective
adjustments made by retailing institutions. According to
Simmons, shopping centers reveal the effects of economies
of scale and a higher level of systemic adjustment to

urban area trends.
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Summary of the Preceding Theories

The preceding theories are an excellent set of con-
ceptual tools to explain the decentralization of retailing.
Furthermore, analysis of them demonstrates that they empha-
size the strategic perspective, the operational dimensions,
and the systemic characteristics involved in the evolution
of spatial locations. Mertes, Applebaum, and Markin
contribute classificational concepts; Nelson deals with
the operational programs of site selection; and La Londe
and Simmons offer a systemic approach. This set of tools
ranges from simple reasoning, such as that suggested by
Nelson, to complex models, such as the Simmons' concepts.
For the purposes at hand, the major contribution of this body
of knowledge is that it furnishes constructs to study prob-
lems related to prescription of store location and invest-
ment in retailing. Beyond this, it indicates the trend in
locational patterns as well as the evolution toward the most
highly specialized form of retailing, the shopping center.

The Shopping Center as a Component
of the Retailing System

This general discussion of the retailing system
and its evolutionary patterns now permits a closer
examination of shopping centers, which are highly
specialized forms within this system. These institutions

will be analyzed as components of the retailing system
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with an emphasis on their functional and operational charact-
eristics. The basic purpose is to understand the evolution
of these institutions and to explain how they adjust to
the particular dimensions of a trade area. The follow-
ing analysis will be centered on the U.S. environment and
its shopping centers.

Paul E. Smith, in a seminal article, conceptualizes
the shopping center from a systemic approach. He believes
it must be examined from a realistic appraisal of facts
and observed trends in the economic life of the community.52
A shopping center, says Smith, is, in its entirety, a
retail institution. Accordingly, a center which is composed
of several independently owned stores must be conceived
of as an entity in relation to its linkages with the
market and its adequacy within its demographic trade area.
Because of the long-term commitments and extensive capital
investment involved, center location and planning must take
into consideration environmental trends such as modifica-
tions in road networks, traffic patterns, and zoning
policies. |

Smith's total system concept emphasizes that the
center's main objective is to function as an open system.
It must take into account the possibility of influencing

its external environment, and it also must have a great deal

of control of its internal environment. The complexity
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of these tasks requires both marketing expertise and the
cooperation of developers and financial agencies. The
shopping center also is conceived of as a dynamic insti-
tution since it is built to meet the immediate requirements
of the market as well as to allow for the center's future
expansion.53
The systemic analysis of the shopping center, which
constitutes the basic framework of this dissertation, sug-
gests the following scheme: the shopping center as a
system; the shopping center's functions; the shopping center
and the marketing concept; the shopping center's industry
evolution; the shopping center historical perspective; the
shopping center's growth and its causal factor:; the
shopping center's effects upon the retailing system; a
taxonomy of shopping centers; and the future trends of
shopping centers. Although shopping centers may be defined
and classified from different perspectives and viewpoints,
the systemic analysis used here will permit a better
understanding of the system, its components parts, and its

interactions. The approach chosen also stresses market-

ing characteristics.

The Shopping Center as a System

As organized behavior systems, shopping centers
offer what Wroe Alderson refers to as closure: they are
able to make retailing "handle a greater output and to

operate at