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11.0 OBJECTIVES

After studying this unit you should be ableto:

e explain the nature and importance of wholesale trade
m distinguish between different types of wholesalers

o describethe services of wholesalers

o dtate the meaning of retailing

o explainthefunctions of retailers

o distinguish between different types of retailers

e narratethefeatures of different typesof retail stores.

11.1 INTRODUCTION

The main objective of every-manufacturer is to make hisgoods available to the users. He
wants to ensure that the consumers should be able to buy the goods at convenient places. As
you know, even if manufacturers wish, it may not be possiblefor them to reach every

i .consumer directly. Thisis because production takes placein alimited number of factories or
workshops whereasthe consumersarespread over large temtories. So, most of the large-
scal e producerstake the help of middiemenfor supply of goods to the ultimate consumers.
In the previous unit it was mentioned that wholesalers and retailers are two categories of
middlemenwho can be engaged by manufacturersfor supplying their products to the target
consumers. Inthisunit wediscuss theroledf wholesalersand retailers in the market.

112 WHO ISA WHOLESALER?.

Simply stated, wholesalers are those who happen to be engaged in wholesaling or wholesale
trade. In abroad sense, any individual or businessfirm selling goodsin relatively large
quantities to buyers other than the ultimate consumers may be called a wholesaler. Thus
manufacturerswho sell their products directly to retailersmay be regarded as wholesalers.
However. in amore specific sense theterm wholesaler may be defined as amerchant
middleman eagaged in buying and reseliing of goods to retailers and other merchants, or to
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industrial or commercial users. Wholesalersdo not sell the productsto ultimate consumers,.
The wholesalers belong to the category of merchant middiemen who acquire title to the
goods they handle. Agents or brokersmay also act as wholesadle middlemen but they do not
acquire thetitle to goods. Wholesalersact as middiemen between producersor importers of
goods on the one hand, and retailersor industrial users an the other. The goods traded by
wholesalersmay include agricultural commodities, forest products, mineras as well as
manufactured goods.

11.3 IMPORTANCE OF WHOLESALERS

Manufacturing companiesoften do not have adequate capital to employ salesmen to contact
the large number of retailers. Many small retailersrun their businessin remote areas and to
contact them may be too expensive. Morover, small retailersgenerally prefer to buy
products in small quantities due to their limited capital, lack of market information and
sources of supply. The wholesalerssolve the problems of manufacturersas well as smal
retailers. A wholesalercan place sufficiently large order with the manufacturer keeping in
view the requirementsof a number of small retailersin hisarea. In that process, the
wholesaleris in a podtion to meet the small orders of retailers.

From the society point of view, distribution of goods may be efficient because bf the
specialised knowledgeand skill of wholesders. On the other hand, manufacturers can
concentrate on efficient production of goods. Naturally, they do not undertake the
distribution of their products because their efficiency in manufacturingwould suffer on
account of divided attention.

1114 TYPES OF WHOLESALERS

Wholesalers, may deal in alarge or limited variety of products, restrict their activities
mainly to wholesaling or perform variousfunctionsincidental to their trade, and may
operate in small or large geographical territories. Accordingly, wholesalers may be classified
on three different bases: (1) merchandise dealt with, (2) method of operation, and (3)
coverage d geographical area. Look at Figure 11.1 for classificationof wholesalers.

Figure 111
Typesof Wholesalers
Wholesalers
.Based on Based on Method of Based on Geographical
Merchandise - . Operation Coverage
General Genera] Speciality or Service } Limited Local District Regional/
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Wholesalers | Wholesalers || Wholesalers ‘ Wholesalers Wholesalers

Merchandise Basis

On the basisof goods dealt with by the wholesalers we may distinguish three types of
wholesalers:

i) General merchandise wholesaers—thosewho dedl in two or more unrelated typesof
products. For instance, awholesaler may deal in a number of consumer durableslike,
electrical goods, sports goods, cosmetics, hosiery, etc.

ii) General-line wholesalers—those Who carry a number of goods in the same produ#
line. For instance, awholesaler may carry conveniencegoods of daily household
necessity']ike soaps, detergents, toothpaste, razor blades, etc., or may stock cereals’and
provisionslike wheat, rice, dal, etc.

iii) Single-line or speciality wholesalers— those who restrict their operation to & narrow



range of products or specific products. Wholesalers dealing in afew varieties of textiles
(cloth), or carrying varieties of printing paper only may be called speciality wholesalers,
or singleline wholesalers.

Method of Operation

On the basis of the method of operations, wholesalers may be divided into two categories:

i) Service wholesalers—those who perform avariety of functions like advertising,
grading, branding, packaging, etc., on behaf of manufacturers and retailers.

i) Limited function wholesalers— those who undertake to carry out afew limited
functions, like packaging or grading.

Territory Covered

On the basis of the geographical coverage of dealings, wholesalers may be grouped into

three types:

"i) Local wholesalers— thosewho restrict their operation to aparticular city or town and
supply productsto retailersin that area.

ii) District wholesalers—those who have dealingswith retailers located in a district.

ili) Regional or national wholesalers— thosewho specialise in products having a national
market and are nationally advertised. They have dealings with retailerslocated in a
region or a country.
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2 State which of thefollowing statementsare True and which are False.

i) Any businessman buying and selling goods on alarge scale may be called a
wholesaler.

i) Distribution of goods take place with greater efficiency due to the existence of
wholesalers.

iii) A local wholesderisone who meetsthe needsaf only oneor two retailers.

iv) Service wholesalers are those middlemen who arrange supply of services like
transport,

3 Fill in the blanks with appropriatewords.
i) Wholesaers are in a positionto meetthe____ ordersof retailers.
ii) Wholesalers generally supply goods to buyers other than the ultimate
iii) Wholesalersserveretailersas well as

iv) Single line wholesalersdeal in different of asingle product line.

105 FUNCTIONS OF WHOLESALERS

In the preceding section we have learnt that wholesalersperform limited functions or
undertake a variety of functions. Actually, thefunctions of a wholesaler depend upon the
nature of the products dealt with and the business palicy of that particular wholesaler. Of
courseevery wholesaler must carry out the minimum functions of buying, storing and
supplying one or more products. Besidesthese primary activities, several other functions
may also be performed by wholesalers Broadly. the functions of wholesalers may be
grouped as fallows:

Wholesalers and Retailers
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Marketing 1 Assembling products: The basic function of every wholesaler is that of procuring
goods From manufacturers and holding large enough stocks for sale to the retailers:

2 Arranging storage : The wholesaler has to make arrangements for holding stocks to
meet the needs o retailers from time to time. He must see that goods in stock are not
spoiled or damaged. For proper storage he may have his own warehouse or hire one.

3 Gradingand packaging : Wholesalers who usually purchasein bulk rnay have to do
the grading of products, i.e., sort out the products according to quality or size or other
factors. For the convenience, it may also ke necessary for wholesalers to undertake

packaging of goods.

4 Transporting goods : The wholesaler is generally required to arrange transportation of
the goods procured from the place of manufacture to his godown. Often heisalsoto
arrange delivery of the goods to retailers according to their needs.

5 Distribution of goods : Goods assembled and held in stock must be rnade available to
the retailers who may be scattered in different parts of acity or region. For this purpose,
advertisement and employment of salesmen must be undertaken by the'wholesaler.

6 Financial : Asagenera practice wholesaers provide credit facility to retailers. Thus,
payment can be made by retailers after goods have been sold by them or when their
clients have cleared their accounts.

Financing of retail tradeisa very common function of wholesalers. Sometimes,
wholssalers al so advance money to manufacturer against orders placed for purchase of
goods. Thisis another type of financing done by wholesalers.

7 Risk-bearing : Procurement and holding large stocks of goods in anticipation of
demand from retailers involves considerable risk of lossfor thewholesalers. If market
conditions change due to reduced demand or entry of competitors, the wholesalers end
up with huge unsold stock.

8 Pricefixation : The prices of goods which consumers have to pay depend upon the
pricesfixed by wholesalersand charged from retailers. This isan important function to
be performed by wholesalers because a number of factors including prices of competing
goods, effect of priceson demand, etc., haveto be taken into account.

11.6 ,SERVICESOF WHOLESALERS

We have aready learnt how wholesal ers serve manufacturers and retailers by buying goods
in large quantities, holding stocks and supplying smaller quantities to the retailers. In that
way the wholesalers act as a bridge between producers and retailers. Let us now examine
closely the services rendered by whblesalers to themanufacturersand retailers.

11.6.1 Servicesto Manufacturers

The wholesalers perform several important functions for the manufacturers which may be
stated asfollows:

1 The wholesders placelarge orders with the manufacturers or procure large quantities of
goods from manufacturers. Thereby manufacturers are relieved of the task of marketing
their goods, and they can concentrate on production only. Manufacturers need not
necessarily hold large stock in their godown. Hence thereis saving of expenses on
storage and warehousing.

2 Wholesalers remain in close touch with the retailers. They get regular infotmation from
theretailers about changesin the consumer's demand for particular products as also
about competing products. On the basis of such information, wholesalers place orders
with manufacturers. Thus, wholesaler's purchase orders reflect the changing market
conditions. Hence the volume of production can beregulated by the manufacturersin
accordance with the changing market conditions as reflected by the wholesaler's
purchase orders.

B ; | 3 Often the wholesalers place ordersin advance on the basis of their expectations
regarding future demand of products even though the current demand islow. Thi s helps

50 manufacturers to continue their production on an even pace.
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4 Wholesalers may also participate in the advertising of products jointly with the Whulesnlersand Retfailers
producers, which is of great advantage to both the parties. !

11.6.2 Serviceto Retailers

Retail traders are benefited by the services of wholesalers to a greater extent than the
manufacturers. The more important of the services to retailers are asfollows:

1 A variety of goods can be procured by retailers in small quantities from the wholesalers.
Most retailers serve a large number of customers. Thus different typesof products have
to be stored hy a retailer to meet the needs of individual consumers. Itis difficultfor
him to buy the products from different manufacturers in small quantities. He can easily
do so hy contacting afew wholesalers.

2 Small retailers can get repeated supplies of products from wholesalers. Thus they are
abletorun their business with arelatively small amount of capital. Large stocks are not
to be held by them, so there is saving of storage spaceas well.

3 Wholesalers have expert knowledge of the lines of products they deal with. They
procure theitems from the best sources, that isfrom producerswho supply the best
quality at competitive prices. Retailers also get advantage of the wholesalers
specialised knowledge of the products.

4 Retailersare protected from the risk of loss which would ariseif they were to hold large
stocks of any product. It isthe wholesalers who bear the maximum business risks
arising out of falling demand for products.

5 Most wholesalers supply goods on credit tothe retailers. This enables small retailers to
pay for the goods after sale or customer payment on account. The working capital
required for retail trading is thus relatively small.

6 Generdly retailers cometo know about new products or items of trade only through the
wholesalers who deal with manufacturers. Whenever any new product i s introduced,
wholesalers bring it to the notice of retailers either through salesmen or display in
showrooms.

11.6.3 Elimination of Wholesalers

We have learnt about the functions performed by wholesalers and the services rendered by
them to the manufacturers and the retailers. What about the consumer? Does the existence of
wholesalersin thedistribution channel serveany useful purpose for the consumers as well?
Apparently, the wholesalers do not directly serve consumers who need adequate supply of
goods at reasonable prices. In fact some people who argue that thereis no need for the
presence of wholesalers in the distribution channel and that they should be eliminated. These
arguements are asfollows:

1 There area number of wholesalers who interpose between the producer and the
consumer, and the price paid by the consumers included the profit margin of these
wholesalers. This|eads to a higher price of the product for the consumers.

2 The wholesalers merely act as transfer agents. They do not render any corresponding
service for the profits they earn. ‘

3 The wholesalers hold large stocks. They often manipulate the supply to push up the
prices specialy during periods of scarcity.

Those who feel that the presence of the wholesaler in the distribution channel isof vital
, importance argue as follows:

1 Wholesaersrelieve the manufacturersfrom the distribution function and this enables
the manufacturersto concentrate on production activity.

2 They arecloser to the market. They can concentrate on the localised marketi ng
strategies without the distractions of manufacturing problems.

3 They have good understanding of holding and handling theinventories which involve
heavy investment.

Thus, they believe that it is not possible to eliminate the wholesal &ts completely in each and
every area of business activity. However, they do not rule out the Possibility of reducing the )
multiplicity of wholesalers in the channel, particularly thefunctional wholesalers. Some 51




Marketing

52

people suggest the cooperative societies as an dternative to the wholesalers. But, in thelight
of the inherent weaknesses of the cooperative societiesin India, one does not feel optimistic
about the success of cooperativesin eliminating the wholesalers, Possibly the advent of
large scaleretailing could solve the problem because the producersprefer to deal directly
with them. On account of the valuable servicesprovided by the wholesalersin the
distribution of mass consumptionitems, their elimination can cause hardship to the
consumers.

Check Your Progress B
1 Fill in the blanks selecting the most appropriate word from those given in brackets.

i) Wholesalerssave the manufacturersof the necessity of holding........., stocks
o their products. (large/year-end)
1) B of goodsis done by wholesaersfor the convenience o retailers.
(pricing /packaging)
iii) Assemblingfunction of wholesalersis closely related withthe.......... function.
(storage/pricing)
iv) Most wholesalerssupply goodson. .. ....... to retailers. (credit/lease)

2 Whichof thefollowing statementsare True and which are False?
i)  Wholesalersfinance retail traders by lending money without interest.

ii) Manufacturerscan concentrateon production because wholesalers take over the
responsibility of marketing.

iii) Itisonly the wholesalers, not the manufacturers, who are concerned with changes
in the product market conditions.

iv) Retail priced goods is determinedon the basisof price charged by the
wholesalers.

v) Advertisingaproduct isonly the manufacturers responsibility, not the
wholesalers.

11.7 I\/IEANING AND IMPORTANCE OF RETAILING -

In simple words retailingrefersto al transactions whichinvolve sale of goods to the
ultimate consumersfor personal consumption. If the buyer uses the goods for reselling
purposes it will not be treated asa retailing transaction. Any individual or businessunit or
shop primarily engaged in retail sellingisknown asaretailer or retail store. In a general
sense, even a manufacturer or wholesaler may sometimesengagein sale of goods to the
ultimate consumers. But they are not called retailersas retailingis not the major activity of a
manufacturer or wholesaler. Thus a retailer or retail store is one whose business consists
prifnarily d sale d goods to consumersfor their own use, but not for resale in business.
Retail business may includeother types of transactionsalso. It will be treated as aretailing
business if more than haf of itstotal salesrevenueisfrom retail trading.

A retailer isamiddleman because retailinginvolvesprocuringgoods from suppliers
(generally wholesalers) and selling them to consumersfor their personal use. Retailers
perform the very important task of making goods availableto consumers, which after all is
the objectivethat underliesthe productionof goods. Retailers thusform a vital link in the
channel of distribution of products.

Since the retailersdeal with alarge number of consumersof many different categories, the
role of retailers in the physical distributiondf goodsisclearly of vital importance. The
retailers act asalink between the producersor wholesalers on the one hand and the
consumers on the other. Without retailers, neither the products would sell in distant places,
nor would it be possiblefor consumersto buy goods of their choice in shopslocated nearby.
Due to large-scale manufacturedf awide variety of consumer goods and the necessity of
making them available to individualslivingin distant villages, cities and towns, retailersare
now regarded as the most important middiemen in the chain of distribution of goods.
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11.8 FUNCTIONS OF RETAILERS

Like the wholesalers, retailers also perform avariety of functions connected with the buying
and selling of goods. Briefly stated, they perform thefollowing functions.

1 Egimatingthedemand : All retailers—big or smal —have to make an estimate of the
demand for different products and have to determine the nature d products that
consumers need to be supplied.

2 , Procurement of goods : Most retailersdeal in avariety of products. So they may have
to procuregoods from different wholesalers. Besides, they must decide to buy from
those wholesalers who supply goods suited to the requirements o consumers as to
quality and price.

3 Transportation : Usually the retailers are to arrange the transportation of goods
procured from the wholesalers place. Sometimes delivery is aso arranged by the
wholesalers on the basis of orders placed with their salesmen.

4 Storinggoods: Small-scale retailers have limited spacefor the goods to be kept in
stock. Largeretail stores often have godowns to store different varietiesof goods in
adequate quantities. But in all cases, gootls have to be held in stock so as to meet the
customers' needs. For this purpose storage of goods must be so arranged that customers
may be served without delay. They must be given an opportunity to select goods of their
choice. Thisis often done by display of goodson shelvesand in show-cases.

5 Gradingand packaging : Large-scale retailers often have to sort out goods according
to the quality and price to be charged. They also make convenient packages of goodsfor
the benefit of consumers. For instance, fruit vendors purchase apples in containers
(boxes), sort out on the basisof size and charge different ratesfor different sizes. Spices
which are procured in bags, may be divided into small packets of 100 or 200 grams
each.

6 Risk-bearing: Since goods are held in stock, the retailersare to bear the risk of losson
account of deterioration of quality, fire, theft, etc. Largeretail stores are insured to
cover therisksof theft or fire. But losses due to damage or deterioration of quality
caused by improper storage cannot be insured.

7  Selling: Themain function of retailersis selling the goods to ultimate consumers. They
have to satisfy the needs and preferencesof different types of customers and deal with
them tactfully and politely so asto make them regular buyers.

1.9 SERVICES OF RETAILERS

As middlemen engaged in the distribution of goods, retailersdeal with wholesalers and
consumers. Manufacturers as well aswholesalersdepend a great deal on retailers for
reaching the ultimate consumers to supply various products. Retailersprovide the necessary
outlet for goods and thus render very useful service to the wholesalersand also to the
producersindirectly. The services of retailers to the consumersare significant in several

ways:
1 Holdingready stocks : By holding stocks, retailerssupply varieties df goods of daily

use to consumers. Besides, consumers are al so given opportunity to make their ~hoice
from serveral varieties produced by different finns.

2 Display of goods: By displaying goods on shelves or in show-cases, retailers bring new
productsto the notice of customers. They also keep the customersinformed about the
latest varieties of goods availablefor sale by explaining their qualitiesand prices.
Customers are al so given demonstration of new productson the sales counter.

3 Advicetoconsumers: Very often retailers help the customers to make their decision to
buy certain goods by advising them on the merits'and use of particular varieties of
products.

4 Personal services: Apart from meeting the needs of different types of customers,
retailersalso offer avariety of serviceslike home delivery, sale on credit, etc. 53




Marketing Check Your ProgressC
1 Which of following statementsare True and which are False?

i) Retailers aways buy goods from manufacturers.

i) Manufacturers selling goods to consumers cannot be called retailers.

iii) Retail trade includes sale of goods by one retailer to another retailer.

iv) Display of goodsin show casesis one of thefunctionsof retailers.

v) Goods are alwaysdelivered by wholesdersto the retailers.

vi) Retailers never advise customersabout the quality of goods to avoid responsibility.
2 Fill in the blanks.

i) Retailing meanssale of goodsto consumersfor...... use.

ii) Retailers generally procure goodsfrom......
iii) Goodsare .....by the retailer to bring new products to the notice of customers.

11.10 ITINERANT RETAILERS

Retail trade can be undertaken by individuas, partnership firms, companies aswell as
cooperative societies. Retailers may carry on their activities a variouslocationson asmall
scale or large scale. In fact there are innumerable ways that retail trade can take place.
Broadly speaking, we may devide the retailers into two categories:

1 [tinerant retailers
2 Fixed shopretailers

Look at Figure 1 1.2for different types o retailers.

Figure11.2
Typesof Retailers

J  Retailers J

-

]
( Ttinerant Retailerﬂ ‘ Fixed Shop Retsilers ‘

| ]

\ | , |
Hawkersor || Pavement || Market Small Scale Large Scale
Retailers Retailers

Pedlars Traders Traders’
J [ [ l .
Stall-holders Gene'ral Merchan- || Speciality || Second-hand
dise Shops Shops Goods Shops
| [ - \ [ | | L |
Departmental | | Super- || Multiple| | Mail Order|i Consumer Co- | | Super || Hire-Purchase | | Discount || Automatic
Stores markets || Shops House operative Stores| | Bazar Trader Houges Vending

T

Retail traders who carry on business moving about from place to place to sell their goods are
known asitinerant retailers. They do not have any fixed place of business. They either move
from house to house with their goods, or changetheir place of business frequently according
to convenience and sales prospects. Thus these itinerant retailers move about andtry to

reach as nearer to the buyersas possible.

Typesof Itenerant Retailers : There are three typesdf itinerant traders:

SE 1) Hawkersor pedlars
RIS 2) Pavement traders
> 3) Market traders. ,

1 Hawkersar Pedlars : Theseretailersmovefrom door to door in residential localities
and sell their wares which may consist of vegetables, fruits, utensils, toys, icecream,
snacks, etc. They carry their articlesin bagsor trays ﬁangi ngframshoulders, on

54 bicycles, in push carts, small motor vans, or horse-drawn carriages.




2 Pavement Traders: Pavement tradersare found in busy market areas, street crossings, Wholesalersand Retailers
infront of railway stations and bus terminals. The goods traded by them includeitems
like hand bags, cut-piecesof cloth, readymade garments, footwear, household utensils,
toys, booksand journal, pens and pencils, fruits, vegetables, eic. These traders
sometimes put up temporary shedsor make-shift platforms for display of goods. More
often they spread their wares on pavementsat different places depending on the
prospectsof sale.

3 Market Traders: Thistypedf itinerant retailers generaly sell their goodsin weekly
markets held in small towns or villages. They movefrom one market to another in the
neighbouring places on the particul ar daysfixed for the market.

Servicesof Itinerant Retailers: These retailers serve consumersat the nearest and the most
convenient pﬁaces. They serve either at the consumers' door-step or on busy places through
which consumers pass through. Thus, housewives and working peoplefind it very
convenient to buy goods from itinerant traderslike hawkers and pavement traders. Market
tradersin small townsand villagesare also very useful to the consumers as they do nat have
fixed shops within easy reach. All itinerant retailers save time and effort of customersin
buying articles of ordinary use. Housewives have the satisfactionof shopping leisurely at
their doorstep.

11.11 FIXED SHOP RETAILERS

Fixed shop retailers carry on their business in a certain premises. They locate their storesa
fixed places where customerscan easily reach and make their purchases. The main
difference between tlie itinerant retailersand fixed shop retailersis that the itinerant retailers
do not have afixed place of business whereas the fixed shop retailerscarry on their business
in acertain premises.

Fixed shop retailers may be divided into two broad types according to the volume of
business and methods of operation:

1 Small-scaleretailers
2 Large-scaeretailers

Small scale retailers generally deal in alimited rangeof products like stationery, provisions
(grocery), confectionery, vegetables, fruits, elc. General stores selling alimited number of
varietiesaf different goods of daily household consumption also comein the category of
small-scaleretailers. Large scale retailersinclude retail storeslike departmental stores and
super markets which deal in and stock a wideranged productsand cater to the needs of
fairly large numbers of customers. Now let us discussin detail these categories.

11.11.1 Small-scale Retail Shops

Small-scaleretail shops include those small shops dealing with iniscellaneous products of
regular use, and shops selling particular products of different varieties. They hold small
stocks and do their business in fixed shops located in residential areas or market places.
According to the nature of goods sold the small relail shops may be divided into four
categoriesasfollows:

Stalls on streets

General merchandise shops
Speciality shops
Second-hand goods sellers

~ N WN B

Stallson streets: Small shops on the road side are very common in citiesand towns.
These are set up as stalls in front of large storesor in residential areas selling a limited
variety of productsof regular use like stationety, grocery, toilet products, biscuits, etc.
The shops are located within easy reach of consumers' residenceor nearby roads or
street-crossings, or bus stops. These retailers meet the needs of customersat convenient
locations. They supply goods of regular usefor which customersare not prepared to go
to central markets.

2 General merchandiseshops: These are small retail stores whichdeal in all types of
general consumer goods of regular use including provisions, bread, butter, stationery 55
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and toiletry, paper and pencils, cigarettes, matches, etc. These shops are located in
thickly inhabited residential areas and busy markets. Consumers find it convenient to
buy all their requirements in one shop. Regular buyers are also offered home delivery
services and credit facility.

3 Speciality Shops: Small retail shops which deal in only one or two special types of
goods are known asspeciality shops. The goodsdealt with may beonly electrica
fittings of different kinds, or medicines, or motor parts, or books and stationery, or

bread and confectionary items, or ready-madegarments, or toys, etc. People often find it

convenient to buy their requirementsfrom these shopsdue to the availability of
different grades and sizes in the same productline.

11.11.2 Large-scaleRetail Shops

Large-scale retail shopsare so called becausethey deal ina large variety of goods, and have
large volume of business. The types o fixed shops in thiscategory include the following;

Departmental stores
Super-market

Multiple shops or chain stores
Mail order house

Consumer cooperative stores
Hire purchase traders
Discount houses

Super bazars

Automatic vending machines
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Weshall now discuss briefly the characteristics of each of these types of retail shops.

Departmental Store: A departmental storeisalarge-scaleretail storein whic_H thereare
several departments each selling aparticular type of product. The departments are like
separate retail shops operating in the same building. The idea behind a departmental storeis
to offer as many different products as possibleto each customer. Thus, a wide range of
productsis sold under the same roof, and in each department thereare varieties of a
particular product available for sale. Thistype of storescan be regarded as a retail market in

which the shops are owned and controlled by asingle businessfirm. The departmental stores

are generally established in central locations in cities so that they are within'short distance of
residential localities.

All kinds of consumer goods are sold in departmental stores. But perishable goods, like
vegetables, fruits, bread, butter, milk, ete., are not sold in these stores. To attract customers,
the departmental store also providesa number of services and facilities like hair-cutting
saloon, beauty parlour, restaurant, reading room, telephone, toilets, and even recreation
facilities. Thesestores-are very popularin USA and European countries. In India
departmental stores have been establishedin citieslike Bombay, Calcutta, Madras, Delhi.

Super-market; A Super-market isalarge-scaleretail store which offersfor sale a wide
variety of consumer good of regular use. The articlesmay include stationery, toiletry, dress
materials, ready-made garments, toys, grocery items, crockery, kitchen utensils, medicines,
as well as bread, butter, meat, eggs, fruits, vegetables, etc. The items are placed in separate
stallsin the same building, or kept on shelves or tablesin ahall, The custamers are to pick-
up theitems they need and then pay for thearticlesat the cash counter. It works on aself-
servicebasis though one or two salesmenare thereto help the customers.

The super-market, like the departmenttal store, dealsin alarge variety ol'goods, But there are
certain differences between the two typesof stores:

i) Inasuper-market the productssold are generaly low priced, fast-moving itemsof daily
need. Durable goods like refrigerators,electric fans, radio, television, etc., arenot
availablein super-markets. A departmental store mostly concentrates on consumer'
durables and fashion goods.

ii) Inadepartmental storethere are separate countersserved by salesmen, whereas super-
market operates on asdlf-service basis.

iii) Customersare not provided with services and facilities like hair-dressing recreation,
etc., in asuper-market. Thesemay beavailablein large departmental stores, although
notin every such sore




Now-a-days the departmental stores and the super-markets have started dealing in similar Wholesalers and Retailers
products and the difference between the two isfast fading.

Multiple Shopsor Chain Stores. Multiple shops are retail stores located at different places
under the same ownership and management, and ded in similar products. It isa system of
large-scaleretailing through stores located as near as possible to the residential areas. Since
the stores are owned and managed by the same organisation, they are also known as chain
stores. These stores may be established by manufacturersor trading companies. The more
important features of the multiple shop system are asfollows:

i) A limited rangeof productsare sold through the shops.

ii) Thesametype of productsare sold by every shop.

iii) Goodsare centrally purchased or produced and supplied to each store whichisrun by a
manager.

iv) Thereisuniformity in the setting and outward appearancedf the storesand interior
display of goods.

v) Pricesarefixed by the central office and the same priceischarged in every store.

In India, chain stores have been established by a number of manufacturihg companieslike
Delhi Cloth Mills, National Textile Corporation, Mafatlal, Bata Shoes, Jay Engineering
Works(Usha Brand products).

Mail-order House: Retail trading which consistsaf receivingorders by mail and delivery
of goods by parcel postisknown as mail order business. The mail-order houseisthusa
retail trading organisation which uses the post office asitschannel of distribution. Standard
consumer goods with trade marks or brand names are generaly dealt with by mail order
houses. Thisis because customers are to place orders without physicaly checking the items.
Bulky goods which cannot be delivered by post, and thosefor which delivery costsare
relatively higher, are not included in the itemstraded. Ordersfrom customers may be
secured by advertising in newspapers or journals. Sometimescircular lettersare issued by
mail to certain categories of customers. For this purpose, amailing list may be prepared
from the telephonedirectory, or from thelist of membersof aclub, or trad\ers’ association.
The mailing list contains the namesand addressesof persons likely to be interested in the
particular goods. Customersareinvited to send their orders by post to the address of the mail
order house. Ddlivery is made by V.P.P (Value Payable Post). Goods are thus availableto
the customerson payment of the price which is remitted by the post officeto the sender of
goods.

Mail-order businessHelps customer; to get their requirementsat their own placeand save
the time and expenseof shopping. The mail-order house, on the other hand, is also benefited
in anumber of ways. Goods can be procured according to the orders received. The business
can thus be started with a small amount of capital. Payment for goodsis assured through the
post office. A wide market can be covered by means of postal communication. However,
mail order business has not developed in Indiamainly due to theexistenced retail trading
shopsin every locality. Besides, illiterate people cannot be approached through the mailing
ligt.

Consumer's Cooper ative Stores: Retail stores run by Cooperativesocietiesformed by
consumers are known as consumers' cooperative stores. The society enlistsmembersfrom
among the publicor a particular group such as employeesof an organisation. These stores
offer goodson sale which are procurrd from wholesalersor manufacturers. Consumers can
buy goods at arelatively lower price because middiemen's margin of profit is not added to
the price. Themargin of profit earned by the cooperative store is distributed amongits
members asdividend after meeting the expenses of running the store. They may dea with
al typesof consumer goods of day-to-day use such as stationery, grocery, dress materials,
utensils, medicines, paper, etc. Since the storeis under the control of its members, articles
needed by amgjority of them are aways availablein the store.

HirepurchaseTrading: Hire-purchasetrading consists of supplying durable goodsfor use
by customerswho agree to pay the price by instalment at regular intervals. The buyer
acquiresownership of the goodsonly after the total price has been paid. In other words, in
hire-purchasetrading, the buyer takes possessionof the goods, but does not get the
ownership until the last instalment has been paid. The instalments are regarded as hire

charges. If thereis default in paying an instalment, the seller has the right to recover the 57
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goods or sue the buyer for the balance amount due. Durable goodslike refrigerators,
television sets, radio, sewing machines, electric fans, automobiles, industrial machinery, ajr-
conditioners etc. can besold by hire-purchase trading houses. The instalments payable by
thebuyer includesinterest on unpaid balance. Hence, the total price paid isrelatively higher
than in the case of outright cash purchase. But the customers get the advantage of deferred
payment, as in the case of purchaseon credit, and isalso able to usethe goods meanwhile.
Hence, hire-purchasebecomesattractive as a means of saving large initial payment required
for outright purchaseof goods.

Discount Houses - Largescale retail establishments which offer discounts on the prices are
known as 'Discount Houses. Durable goods like household appliances (cooking ovens,
electrical gadgets, etc.) camera, binoculars, etc., are generally available through discount
houses at arelatively lower price as compared with the price charged by other retail stores,
This is possibleas thediscount houses directly purchase from manufacturers and operate the
business on alow margin of profits. They expect to cover expenses and make substantial

profits  through larger volume of sales.

Super-bazars : These are large retail stores organised by cooperative societies whichsell a
variety of products under a single roof. The goods traded by super-bazars include consumer
goods which are procured at wholesale rates from manufacturers or wholesalers. The stores
are operated either on the principle of self-service or with sepdrate counters served by
sdesmen. The difference between a super-bazar and super-market is that the former is
organised by cooperativesociety whereasthe latter is generally established asa private
secto} organisation. Si milarly, the difference between a consume; cooperative store and
super-bazar is that a consumer cooperdtive store is usualy run on small scale, while the
super-bazar may be alarge-scale establishment.

Automatic vending machines: Retail sale of articles with the help of coin-operated
automatic machines is known as automatic vending. Retailing on alarge scale is possiblein
this way by placing machines at convenient locationslike bus terminals, railway stations,
airports, shopping centres, etc. This method of retail selling is very popular in western
countries. Cigarettes, razor blades, postage stamps, milk, ice-cream, soft drinks, soup, paper-
back books, newspapers, etc., aresold in cities through vending machines. Customersare
required to insert necessary coinsin aslot and pressa button whereby the article is released
‘automatically. The coins are collected from the machine periodically, and articles areputin
as needed. Automatic vending facilitates buying of small items round the clock. Thereisno
necessity of salesmen's services. However, the stocking capacity of machine islimited and
thereare risksof mechanica failures irritating the customers. Moreover, paper currency mey
not be used and coins of exact value are required to operate the machine.

In Indig, automatic vending has been used for limited purpose like selling postage stamps,
flight insurance, milk, etc. It is not a popular retailing devicein India due to the existenced
alarge number of small retail shops.

Check Y our Progress D
1 Fillintheblanks.

i) A departmental store islike aretail market in which shops are owned by asingle

i) Small-scaleretailersgenerdly deal in a range of products.
iii) Retail traderswho move from place to place are known as retailers.
iv) Retail shiops selling one or two specia types of goods are known as shops.

V) Super'-markets do not have to serve each and every customer.

vi) All branchesdf achain store offer products for sale.

vii) Mail order housesgenerally sell __ goods.
viil) The profitsearned by consumer cooperative stores are distributed among -
iX) In hire-purchasetrading priceispaidin
X) Super-bazars procuregoodsat  rates.
2 Which of the following statements are True and which are Fal se?
i)  Small scalefixed shop retailers sell nany different products.



ii) Departmental stores are established in central locations of cities. Wholesalersand Refilers
iii) Super-markets are exactly like departmental stores.

jiv) Mail-order houses secure orders from customers only through post office.

v) Consumers' cooperative stores are run on no-profit no-loss basis.

vi) In hire-purchase trade, customers have ownership rights after all the instalments are
paid.
vii) There is no difference between super-bazars and super-markets.

1112 LET USSUM UP

In a broad sense business firms which sell goods in large quantities may be called
wholesalers. In a more specific sense, wholesalers are defined as merchant middlemen who
are engaged in buying and reselling goods to retailers, other merchants, industrial and
commercial users, but not to ultimate consumers. Wholesalers facilitate distribution of goods
to small retailers.

Wholesalers may be classified on the basis of merchandise dealt with, as general
merchandise wholesalers, general line wholesalers, and single line or speciality wholesalers.
On the basis of methods of operation, they may be classified into service wholesaers and
limited function wholesalers. Based on the geographical coverage of their dealings,
wholesalers may be classified aslocal wholesalers, district wholesalers, and regional or
national wholesalers.

The Functions performed by wholesalers include: assembling goods, arranging the storage
of goods, grading and packaging, transportation and distribution of the goods, financing
retail traders, and making advances to manufacturers. The wholesalers also undertake the
task of price-fixing and bear the risks associated with holding large stocks of goods.

Wholesalers render valuable services to manufacturers as well as retail traders.
|

Retailing refers to sale of goods to the ultimate users. A retailer is one whose business
consists primarily of selling goods to customers for their own use, not for usein their
business. If manufacturers sell goods to consumers, they are not treated as retailersas
retailing is not the major activity of a manufacturer. Retailersform avital link in the channel
of distribution of goods. They act asalink between the producers or wholesalers on the one
hand and consumers on the other.

The retailers perform several functions such as estimating demand, procuring goods,
arranging transport, holding stocks, grading and packaging of the goods dealt with, and
selling goods in stock so as to satisfy consumer needs. They render valuable services to
consumers, wholesalers and indirectly also to the producers of goods.

Retailers may be divided into two broad categories:. itinerant retailers and fixed-shop
retailers. Itinerant retailerseither move from house to house or change their place of
business according to convenience. Hawkers, pedlars, pavement traders, and market traders
areincluded in this category.

Fixed-shop retailers locate their stores at fixed places where customers can easily come and
make their purchases. Fixed shop retail trading may consist of small-scaleretailing or large-
scaleretailing. Small scale retailersdeal in alimited range of products. Stall-holders, general
merchandise shops, speciality shops, and second-hand goods sellers belong to thiscategory.
Large-scale retailers establish stores which deal in and stock a wide range of products and
cater to the needs of a large number of customers. Large-scal e retailing may be of the
following types: departmental stores, super markets, multiple shops, mail-order house,
consumer cooperative stores, super-bazars, hire-purchase trading, discount-houses, and
automatic vending.

11.13 KEY WORDS

Automatic Vending: Sale of small articles of regular use by installing coin-operated

automatic machines at different places. 9
5
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Consumer Cooperative Stores : Retail storesrun by cooperative societiesorganised in the
interest of consumer groups.

Departmental Stores: Large retail storesconsisting of separate departments selling
different types o products.

Discount Houses : Retail storesengaged in selling durable consumer goods at a discount.

Hire-Purchase Trading : Supply of durablegoods on hireagainst the payment of periodical
instalments with ownership transferred to the buyer, after all instalments have been paid.

Itinerant Retailers : Retall traderswho sell goods moving from house to house or change
their plate of businessfrequently.

Mail-Order House: Receiving orders by mail and delivering goods through the post office,

Multiple Shops| Chain Stores: Retail stores under the ownership and management of a
single firm dealing in similar products at-uniform pricesand located at different places,

Retailer : Onewho isengaged in wholesa e trading.

Retailing : Purchasing goodsfrom wholesal ersor manufacturers and selling them to
consumersfor their personal non-business use.

Speciality Shops : Small retail shops dealing in one or two special typesof goods.
Super-Markets : Retail stores selling consumer goods of regular use and operating on self-
service bass.

Wholesaler : One whoisengaged in wholesaletrading:

Wholesalihg : Purchasing and reselling of goods to retailersand merchants.
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11.15 ANSWERSTO CHECK YOUR PROGRESS

A 2(i) Fase(ii) True (iii) False(iv) False

3 (i) small (i) consumers (iii) manufacturers(iv) varicties ,
B 1 () large(ii) packaging (iii) storage (iv) credit

2 (i) False(ii) True (iii) False (iv) True (v) False
C 1 (i) Fase(ii) True (iii) False (iv) True (v) False (vi) False

2 (i) personal (ii) wholesal ers(iii) displayed

D | (i) firm (i) limited (iii) itinerant (iv) specidlity (v) salesmen (vi) similar (vii) sandard
(viii) members (ix) instalments(x) wholesale

2 (i) False(if) True (iii) False (iv) True (v) True(vi) False (vii) True (viii) False

1116 TERMINAL QUESTIONS |

What do you understand by wholesaling? How doesit differ from retailing? | }
Discusstheimportanceof wholesalersin marketing manufactured goods.

1

2

3 Whatarethefunctionsperformed by wholesalers? Explain briefly,

4 Enumerate the servicesof wholesalersto manufacturers and retailers,



What are the services rendered by retailersto consumers?
Distinguish between different typesof small-scaleretailers.

Explain briefly the important characteristicsof thefollowing:

i) Departmental Stores

ii) Mail-Order House

i) Super-Markets

What are the characteristics of consumer cooperative stores and the super bazars? Bring
out thedifference between these two types.

Write explanatory notes on:
i) Hire-purchase Trading
i) Discount Houses

iii) AutomaticVending

~0 .

Note These questions will help you to understand the unit better. Try to write answersfor them. But do
not submit your answers to the university. These arefor your practice only.
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