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ABSTRACT

Purpose: To build an applied strategic model which is suitable for brick-and-mortar (B&M)
retailing in India to achieve sustainable and organic profit.
Design/Methodology/Approach: Pragmatism research philosophical paradigm; Abductive
research approach; Multi-method choice and longitudinal time horizon for data collection;
qualitative and quantitative data analysis techniques.

Findings/Result: The SOPR-b model has established a statistically significant positive
relationship between the share of organic profit; organic growth in customers’ repeat
visit/purchase intention; organic customer orientation in the marketing mix and margin of
safety; ownership and accountability held by the employees of sales & store operations; sales
and stores operation orientation in the organizational structure; organic customer retention
orientation in the performance measures and rewards.

Originality/Value: The new strategic model developed draws on insights from over 9
empirical studies, 26 qualitative studies, 35 field experiments, evaluation of over 20 million
customer-level transactions, and important existing theories, models, and frameworks from
multiple disciplines that are pertinent to the Indian context in the accessible literature.
Paper Type: Applied Research

Keywords: Retail, Indian Retail, Brick-and-Mortar Retail, Physical Retail, Retail Strategy,
Strategic Model, Organic Growth, Organic Profit, Retail Profit, Retail ROI, Customer Repeat
Store Visit Intention, Customer Repeat Purchase Intention, Customer Orientation,
Organizational Structure, Applied Model, SOPR-b.

1. BACKGROUND :

In 2018, brick-and-mortar (B&M) retailing accounted for 97% of the 950 billion USD retail market in
India. It is anticipated that the B&M retailing in India will generate approximately 1.75 trillion USD
by 2026. In other words, the retail industry currently contributes around 10% of India's nominal GDP
while also being responsible for 8% of employment [1]. The Indian population is predicted to reach
1.52 billion people by the year 2030 [2]. Urban agglomerations in India could, by 2030, result in i) a
threefold increase in the middle-class customer segment from the 22 million people it was in 2010, ii)
a 590 million increase in the number of people living in urban cities, and, most importantly, iii) an
increase in the number of cities with a population of over one million to 68 [3]. India is one of the
most sought-after nations in the world for retailing potential, mostly due to the country's larger
population that is generally younger.

Although Tier-2, Tier-3, and Tier-4 cities make up the majority of India's population, national and
international brands and firms are rapidly expanding into these cities, including those in housing,
automobiles, information technology, banking, and, most importantly, retailing. India’s both Central
and State Governments’ interest in and plans for developing basic infrastructure in Tier-2 and Tier-3
cities, relatively cheaper real estate, and most importantly steadily rising disposable income levels of
customers in Tier-2 and Tier-3 cities are all factors that have been ascribed to this expansion. These
trends and figures serve as strong predictors of impending changes in how customers will act when
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selecting retail stores to meet their product needs. In addition to the enormous population, exponential
growth in the number of working women, double-income families, middle-class customer segment,
rising disposable income, quick adoption of new trends/fashion/products/brands, urbanization, the size
of the Indian retail industry overall, the rapid expansion of national and international brands into
smaller cities, the emergence of modern retailing formats, and a tremendous increase in internet
penetration/usage, there are new opportunities for B&M retailing in India.

Due to its size and the fact that its population comes from such a diverse range of religions, regions,
languages, cultures, subcultures, ethnicities, and socioeconomic backgrounds, B&M retailers in India
find it challenging to meet the varied needs of such customers and to pursue a greater market share.
The organized B&M retailing in India which was at 12 percent of the overall retail market in the year
2017, is expected to increase to just 25 percent by the year 2022 which is way too low in comparison
with a majority of developing and developed countries [4]. Another reality is, that over 80 percent of
unorganized/small-scale B&M retailing in India is run by family-owned business houses that represent
9.6 million stores, and this is the largest number of small-scale stores present in a country [5].

2. OBJECTIVES:

Successful modernization strategies were adopted in nations where the majority of retailing was
conducted in an unorganized manner because traditional retailing formats were thought to be
ineffective and lacking in several key areas [6]. The bitter reality is that India is yet to see a large-
scale, organized B&M retailer succeed on the scale like Walmart in the United States, Schwarz in
France, H&M in Sweden, Inditex in Spain, Tesco in the United Kingdom, Fast in Japan, and so on. A
harder fact is that even a few of these great international retailers have yet to succeed in the Indian
market. The realistic viewpoint intrigues us to consider certain fundamental issues which become key
objectives of our study listed below.

¢ Why many B&M retailing strategies that have been tested by retailers in developed countries
are not working for them in India?

e Why organized B&M retailers of Indian origin despite adapting proven retailing strategic
models of developed countries with required modifications relevant to the Indian context are
not able to penetrate the market quickly?

¢ Why do we see many store closures by organized B&M retailers? And why do we see many
organized B&M retailers exiting the Indian market?

e What makes it possible for traditional, small-scale, and unorganized B&M retailers in India
to retain a majority of the market share even today? And is it appropriate for organized B&M
retailers to adopt strategic models adopted by unorganized retailers?

e Most importantly, how to increase the share of organic profit?

3. THE APPLIED STRATEGIC MODEL OF ORGANIC PROFIT (SOPR-Db) :

The applied strategic model of organic profit for B&M retailing in India (SOPR-b) is illustrated in
Figure 1. The SOPR-b model establishes the relationship between i) share of organic profit; ii) organic
growth in customers’ repeat visit/purchase intention; iii) organic customer orientation in the marketing
mix and margin of safety; iv) ownership and accountability held by the sales & store operations
employees; v) sales and stores operation orientation in the organizational structure; vi) organic
customer retention orientation in the performance measures and rewards.

The propositions in the SOPR-b chain are as follows:

(i) Share of organic profit is stimulated primarily by the organic growth in repeat visit/purchase
intention of customers.

(i) The level of organic growth in customers’ repeat visit/purchase intention is a direct result of the
level of organic customer retention orientation in the marketing mix and margin of safety.

(iii) The level of organic customer retention orientation in the marketing mix and margin of safety is
a direct result of the level of ownership and accountability of organic customer retention held by the
sales and store operations team.

(iv) The level of ownership and accountability of organic customer orientation held by the sales and
store operations team is driven by the level of sales and store operation orientation in the organizational
structure.
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(v) The level of sales and store operation orientation in the organizational structure, in turn, results
primarily from the level of organic customer retention orientation in the performance measures and
rewards followed by the B&M retail organization.

In addition to shedding light on all the six elements, a closer look at each of the above five propositions
reveals how the SOPR-b model functions as a whole.
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Fig. 1: The Applied Strategic Model of Organic Profit for Brick-and-Mortar Retailing in India
(SOPR-b)

L

3.1 Organic Customer Retention Orientation in the Performance Measures and Rewards
DRIVES Sales and Store Operation Orientation in the Organizational Structure:
A significant majority of B&M retail organizations in India have adapted performance measures, and
reward programs that are inherently output-driven. Key components of the performance measures
adopted by the B&M retailers in India are listed below.
e Store-level: Average Basket Size (ABS); Average Transaction Value (ATV); Net Sales Value
(NSV); Gross Margin % (GM%); Sales per Square Foot (SPF); Margin per Square Foot
(MPF); Store-level Earnings Before Interest, Depreciation, and Taxes (S-EBIDTA); Inventory
Turns.
e Firm-level: Share of Repeat Customers; Share of New Customers; Customer Retention Rate;
Average Basket Size (ABS); Average Transaction Value (ATV); Net Sales Value (NSV);
Gross Margin % (GM%); Inventory Turns; Product Sell-through; Return on Investment of
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Advertising Campaigns (MROI); Customer Retention Rate (CRR); Firm-level Earnings
Before Interest, Depreciation, and Taxes (F-EBIDTA); Profit After Tax (PAT); Return on
Investment (ROI).

It is evident from the above-listed performance measure components that none of them are input-
driven. Owing to such output-driven components in the performance measures and reward programs
B&M retailers in India believe i) the task of customer acquisition and retention is limited to the head
office (centralization) of the retail organization, ii) head office will make necessary plans to acquire
new customers and retain the existing ones; iii) head office will develop and execute campaigns to
acquire and retain customers; iv) head office holds the authority concerning decisions about the ‘4Ps’
of the marketing mix; v) head office will develop and execute training programs for sales and store
operations employees; vi) sales and store operations employees are only responsible for selling as
many products (higher ABS) as possible to a customer to deliver higher NSV with higher ATV and
GM%. One of the important intrinsic impacts of such performance measures is making the sales and
store operations employees believe in achieving higher ABS, ATV, NSV, and GM% without realizing
the fact that such an orientation might negatively impact the customer repeat visit/purchase intention.
In short, the leadership team at the head office believes that they need to create an organizational
structure that has a higher level of centralized control over the sales and store operations. Such
predispositions in the minds of the leadership team at the head office are resulting in organizational
structures which have a poor orientation toward sales and store operations. It is a proven strategy that,
retaining existing customers is more cost-effective than focussing on acquiring new ones. In B&M
retailing, sales personnel play the most important and complex role whereby they are the ones who
are connected to customers and catchment directly on a real-time basis. Many researchers have time
and again demonstrated the importance of various components used in the performance measures
concerning the actual performance delivered by employees [7-23].

It is observed that the majority of B&M retailers in India use measures to measure sales personnel
performance which are mathematically derived numbers viz. ABS, ATV, NSV, GM%, SPF, and MPF.
These are all output-driven measures. Such output-driven measures are making the sales personnel’s
role furthermore complex and in turn, their focus is expected to have shifted from customer needs to
these output-driven measures set by their head office. In one of the experiments which attempted to
use just two simple input-driven measures such as i) category invoice penetration (CIP) and ii)
invoices/bills generated by the sales personnel per day, it was evident that input-driven measures were
able to change the sales personnel attitude significantly and positively towards customer retention
orientation and in turn, increased the overall store profitability [24]. It is observed that the majority of
B&M retailers in India assume that the customers who walk into their stores have a clear understanding
of their needs and based on their needs they enquire sales personnel in the store about a specific
product/category/brand that is communicated by the head office to customers through advertising
campaigns. Such a significant assumption has created a predisposition and mindset in sales personnel,
and they believe that they are left with very little room for adding any more products to customers'
baskets by the way of either cross-selling or up-selling. In another experiment, we attempted to design
a ‘need-based sales pitch technique’, and once again we have found that there is a significant and
positive improvement in the sales personnel's attitude towards customer retention orientation, types of
products/categories/brands being sold by them, and overall store profitability [25].

Various researchers have attempted to develop performance measures for B&M retail organizations.
To name a few, ‘technical and functional quality model’; ‘GAP model’; ‘SERVQUAL’; ‘attribute
service quality model’; ‘synthesis model’; ‘performance only model and SERVPERF’; ‘ideal value
model’; ‘evaluated performance and normed quality model’; ‘IT alignment model’; ‘attribute and
overall affect model’; ‘RSQS’; ‘model of perceived service quality and satisfaction’; ‘pivotal, core
and peripheral model’; ‘retail service quality and perceived value model’; ‘service quality, customer
value, and customer satisfaction model’; ‘antecedents and mediator model’; ‘internal service quality
model’; ‘internal service quality — the data envelop analysis model’; ‘internet banking model’; ‘IT-
based model’; ‘model of e-service quality’; ‘capital intensity, average store size, retail space
saturation, labor wage rate, sales per employee, population growth, income, household size, mobility,
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congestion, competition (input), and monetary value of sales (output) model’; ‘number of employees,
retail space in square foot, equipment, computers, systems (input) cost of goods sold and other
intermediary costs (output) model’; ‘availability of merchandise measured either in quantity or cost
value (output) model’; and ‘accessibility of store location, level of product assortment, immediate
product delivery assurance, appropriate information of products and promotions, and store ambience
(service components of retail output) model’ [26-53].

Despite many research studies shedding light on the importance of service quality and level of
customer orientation in the employees of sales and store operations team, a majority of B&M retailers
in India have adapted firm-level and output-driven measures to evaluate their overall retailing
performance in addition to not apportioning the head office expenses incurred merely to run stores on
to store’s profit and loss account. This output-driven approach is distracting B&M retail organizations
from focussing on input variables and efficiency which is inevitably imperative if an organic and
sustainable growth in customer retention rate is expected. In an exhaustive empirical study, we have
studied a few select organized B&M retailers to identify 64 variables that directly or indirectly
determine the customer repeat visit/purchase intention. Based on these 64 variables, we have
developed the LSRS-b instrument using 16 items of which a majority were input-driven Viz, i)
Inventory Fill Rate Against the MDQ of the Store; ii) Proportion of Essential Items Inventory Quantity
in the Overall Inventory Quantity at Store; iii) Number of Bills Generated by Every Sales Personnel
Per Day; iv) Percentage of Bills Containing Essential Items; v) Percentage of Customers Purchasing
Essential Items; vi) Percentage of Inventory Matching to the Retailer's Price-Positioning; vii)
Percentage of Bills/Invoices Carrying Sales Personnel Empowered Discounts (Capped at 10% Per
Bill); viii) Month-on-Month Growth in Number of Repeat Customers; ix) Training of Sales Personnel
by the Store Manager - Number of Days in a Month; x) Training of Store Managers by the Area Sales
Manager - Number of Weeks in a Month; xi) Training of Area Sales Managers by the Regional Sales
Manager - Number of Months in a Year; xii) Training of Regional Sales Managers by the National
Sales Manager - Number of Months in a Year; xiii) Attrition Rate of Store Employees; xiv) Annualized
Inventory Turns; xv) Month-on-Month Growth in Absolute Store Profit Value; xvi) Mystery Audit
Score. In addition to ensuring the integration of variables that have a significantly positive relationship
and determination (adjusted R-square of 0.869) with organic consumer retention rate and organic
profit the LSRS-b also helps B&M retailers to inculcate a positive attitude in the employees of sales
and store operations toward customer orientation [54].

B&M retail organizations in India must seriously consider restructuring their existing performance
measures and reward programs that are output-driven and that they have resulted in an organizational
structure that is focused on head office and centralization of decision-making. Yes, it is possible to
increase the number of new customers through acquisition programs developed by the head office, but
they come at a huge cost (inorganic). A majority of B&M retailers in India also believe that their
customer retention programs executed centrally are working for them and the existing retention rates
are a result of such efforts. However, we have evidence that a majority of such customer retention
programs run centrally lead to syllogistic traps and fallacy which the head office employees and the
leadership team are unaware [55]. We are not proposing a complete decentralization of decision-
making, however, based on our research studies we strongly believe that a systematic decentralization
of decision-making and a higher level of focus on sales and store operations in the B&M retail
organizational structure has a positive and significant impact on the attitude of sales personnel toward
organic customer retention orientation. Organic growth in customer retention and profit is possible
only when the employees of sales and store operations who are dealing with the customers directly
and in real-time are the main focus of B&M retail organizational structure, and they are
measured/rewarded through input-driven components embedded in the performance measures that are
directly connected with organic growth of customer retention rate and profit.

3.2. Sales and Store Operation Orientation in the Organizational Structure DRIVES Ownership
and Accountability of Organic Customer Retention held by the Employees of Sales and Store
Operations:

In addition to the ‘theory of diseconomy of scale’ by Coase in 1937 [56] and Williamson in 1975 [57-

H. R. Ganesha, et al. (2022); www.srinivaspublication.com PAGE 164



International Journal of Applied Engineering and Management SRINIVAS
Letters (IJAEML), ISSN: 2581-7000, Vol. 6, No. 2, September 2022888=15] 2] ¥ [e7:y § [0]

58] another theory that still holds concerning the organizational structure of B&M retailers in India is
Simon’s theory of bounded rationality [59-60] and Neilson’s argument on balancing authority-and-
responsibility [61]. A firm’s long-term sustainability is influenced by the organizational structure of a
firm which was argued in many research studies in the past [62-86] and also holds to B&M retailing
in India. The sustainable success of B&M retailers in India significantly depends on the level of
importance given by the leadership team to consistently improve organic growth in customer retention
and profit. To achieve this what is inevitable and imperative is to make the employees of sales and
store operations accountable for organic customer retention and profit. However, no employee will be
willing to take accountability unless he/she has also been bestowed with the appropriate authority.
Authority is created by the hierarchy of the organizational structure and one of the proven strategies
is that the probability of an employee/team taking ownership and accountability for a result (both
positive and negative) is higher when they are made one of the most important parts of the
organizational structure.

In an experimental research study, we attempted to design an organizational structure for B&M
retailers in India with a higher level of sales and store operations orientation (ROLS-b). When the
ROLS-b was tested with a few select B&M retailers in India over twelve months it was found that the
stores which have gone through the treatment have shown an average 5.34 times improvement in the
store-level profit and an average of 1.97 times in the firm-level profit [87]. Interestingly, in-depth
interviews with the leadership team of the experimented B&M retailers have indicated that a majority
of this growth was delivered by an exponential increase in the rate of repeat visits/purchases of both
new and existing customers. The leadership team also confirmed that this organic and exponential
increase in the customer repeat visit/purchase rate and profit is due to the higher level of sales and
store operations orientation in the new organizational structure (ROLS-b). Furthermore, in-depth
interviews with the employees of sales and store operations of experimented stores revealed that this
exponential increase in the customer repeat visit/purchase rate and profit is due to a higher level of
decision-making authority across the 4P’s of the marketing mix which was one of the key ingredients
of ROLS-b. The ownership and accountability of organic customer retention and profit held by the
employees of the sales and store operation team exponentially increased owing to the new
organizational structure, performance measures, and rewards which have a higher level of orientation
toward organic customer retention and profit.

3.3. Ownership and Accountability held by the Employees of Sales and Store Operations DRIVE
Organic Customer Retention Orientation in the Marketing Mix and Margin of Safety:

Borden is credited as being the first person to discuss the marketing mix notion in literature, which
dates back to the 1940s [88]. McCarthy provided a framework for the fundamental components of the
marketing mix later in the 1960s. These components are known as the "4Ps" of the marketing mix,
with product ranking first, price second, promotion third, and place fourth [89]. Through their research,
many researchers have challenged the "4Ps" marketing mix concept, claiming that the framework has
flaws and is only appropriate for conventional marketing methods [90 to 92]. However, numerous
studies have shown that the "4P's" framework of the marketing mix is still a potent tool in marketing,
and most management practitioners and researchers all over the world use it [93]. Whether or not they
agree with the "4Ps" framework, studies in fields like marketing theory, relationship marketing,
services marketing, retail marketing, and industrial marketing have consistently suggested additional
elements to be included in the original "4Ps" framework and proposition of marketing mix, of which
a few key elements are; ‘Political Power and Public Opinion Formulation’; ‘Customers, Competitors
and Corporation’; ‘Capabilities’; ‘Mapping of Marketing Mix Elements’; ‘Services and Staff’; ‘Value,
Viability, Variety, Volume and Virtue’; ‘Performance, Penalty, Perceptions and Process’; ‘Marketing
Triad Marketer, Employee and Customer’; ‘Customer Orientation’, ‘Customer Needs, Convenience,
Customer’s Cost and Communication’; ‘Product Extras, Reinforcing Promotions, Sales-Force
Connections, Specialized Distribution and Post-Purchase Communication’; ‘Relationships, Network,
and Interaction’; °‘Relationship Marketing’; ‘Personalisation, Personnel, Physical Assets and
Procedures’; ‘Communication, Customisation, Collaboration and Clairvoyance’; ‘Relationships, Neo-
Relationship and Networking’; ‘Participants, Physical Evidence and Process’; ‘Concept Mix, Cost
Mix, Channels Mix, Communication Mix’; ‘Intangibility, Inseparability, Perishability and Variability
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of Services’; ‘Differentiation, Customer Contact and Unique Vision on Quality Parameter’;
‘Personnel’; ‘Communication and Distribution’; ‘Publications’; ‘Relevance, Response, Relationships
and Results’; ‘Actors, Audience, Setting and Performance’; ‘Brand, Packaging and Relationships’;
‘Logistic Concept and Commercial Concept’; ‘Assortment, Shop Presentation, Price Policy,
Personnel’; ‘Store Location, Store Positioning, Store Image, Physical Environment and Retail
Service’; ‘Data Base, Interaction and Network’; ‘Target Market, Product Assortment cum
Procurement, Services cum Store Atmosphere, Price Decision and Place Decision’; ‘Quality and
Degree of interdependence among business to business organisations’; ‘International Elements;
‘Customer Service, Teamwork, Service Quality and Service Excellence’; ‘Relationships and Networks
Management’; ‘Co-Design cum Production, Transparent Pricing, Direct Contacts with Customers,
Control of the Customer Interaction’ [94-129].

We firmly believe that every new component suggested by various studies was already present in
McCarthy's "4Ps" proposition when it was first put forth sixty-one years ago. This firm belief is based
on a few experimental and empirical research studies [130-145] which were carried out by us
previously wherein rather working on identifying new “P’s”, “C’s”, “S’s” and “W’s”, we rationalized
the basic “4Ps” of existing marketing mix of a B&M retailer in India by the virtue of modifying the
existing performance measures, rewards, and organizational structure to provide room for higher level
of organic customer retention, profit, and sales and store operations orientation. The experimental
results indicated that the employees across all levels of sales and store operations were able to
recognize the relationship between rational marketing mix and customers’ repeat visit/purchase
intention. This recognition, ownership, and accountability held made them constantly take decisions
(both dynamic and long-term) and modify the marketing mix across “4Ps” to ensure every customer’s
intention to visit the store again and again organically grows.

Furthermore, it is observed that a majority of B&M retailers in India who have not adopted a sales and
store operations oriented organizational structure and organic customer retention oriented performance
measures/rewards assume; i) existing marketing mix is ideal for their stores, ii) any modification in
the existing marketing mix could lead to loss of sale, iii) it is preferred to have
categories/brands/products generating higher ATV, iv) essentials products categories with lower
average selling price (ASP) generate lower ATV and negatively impact store’s revenue/GM%, v) it is
difficult to compete with online stores over the discount component of selling proposition, vi)
customers know what they need and what they should buy and from where they should buy, vii) it is
easier to evaluate sales personnel performance using ATV, viii) larger stores enable them to provide
a better shopping experience, ix) stores located in Shopping Malls and Tier-1 cities generate higher
revenue and create a premium store perception, x) getting the best out of a customer in his/her first
visit to a store is necessary to achieve higher ATVs as the repeat visit/purchase is unknown, xi)
developing all-rounder sales personnel is difficult, and most importantly, xii) practicing home-delivery
is an additional cost and so on. Such assumptions/misconceptions and widely followed practice have
created a predisposition and mindset that always distract them from focussing on elements capable of
demonstrating a higher probability of developing a margin of safety (the ability of a B&M retail store
to serve customers without making it mandatory for the customer to visit the store in person) for the
retailer [146]. However, we believe that the probability of building a margin of safety is higher if the
performance measures/rewards have a higher orientation of organic customer retention and the
organizational structure has a higher orientation of sales and store operations.

3.4. Organic Customer Retention Orientation in the Marketing Mix and Margin of Safety
DRIVES Organic Growth in Customers’ Repeat Visit/Purchase Intention:

James L Heskett et al. strongly argued that the profitability of a service business is significantly derived
from consumer loyalty which is strongly linked to internal service quality and satisfied and productive
service employees. Their service-profit chain model created in their work holds even after
globalization, liberalization, and digitization of the retail market in India [147]. B&M retailing in
general has been one of the key interest areas of study for many researchers around the world for many
years. Many independent research studies have over and again indicated the importance of various
elements of B&M retailing that are linked to the overall profitability. To name a few, ‘merchandize’;
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‘clientele’, ‘physical facilities’; ‘convenience’; ‘promotion’; ‘store atmosphere’; ‘institutional
factors’; ‘post-transactional satisfaction’; ‘customer service’; ‘personal selling’; ‘incentive programs’;
‘the amount and quality of time spent by the sales personnel with the customer’; ‘variety of
products/SKUs/models being showcased by the sales personnel to customer’; ‘the level of information
being collected by the sales personnel on customer needs directly from the customer’; ‘the sales
person’s efforts to understand the customer brand preference and showcasing products/SKUs/models
concerning the preference’; ‘the sales personnel’s capability to explain the features of products
showcased to customers and their confidence level while explaining the differentiation among a
variety of products showcased’; ‘the range of products/SKUs/models showcased by the sales
personnel concerning price and utility expected by the customer’; ‘the sales personnel behavior’; ‘the
sales personnel’s mindsets to segment customers into preferred and non-preferred; ‘the level of
customer orientation’; ‘marketing concepts driven centrally by the B&M retail organization; ‘the sales
personnel’s tendency to ensure customer needs are met; “the level of sales personnel’s enjoyment in
meeting customer needs’; ‘what can lead to sales personnel to enjoy learning of customer orientation’;
‘purchase decisions skewness toward in-store’; ‘customer attitude towards a price on the assortment
level’; ‘zone-level pricing’ and ‘price discrimination’; ‘overall store price image’; ‘differential pricing
strategies for different store locations’ ; ‘store location’; ‘the amount of relevant customer traffic flow
be it, pedestrian traffic, or vehicular traffic’; ‘parking facilities’; ‘store composition’; ‘specific site’;
‘terms of store occupancy’; ‘accessibility’; ‘traveling time’; ‘location convenience’; ‘other
complimentary stores present in the catchment’; ‘other aspects of store operations beyond just the
merchandize’ [148-169].

In addition to these studies, our research studies that were conducted specifically on B&M retailing in
India have indicated that a majority of B&M retailers in India have also understood the importance of
these elements. However, surprisingly none of them realized that it is not just about achieving ideal
status in one or more of these elements in silos, it is all about the rational mixture of all these elements
(“4Ps” of McCarthy’s marketing mix) which can demonstrate a higher level of organic customer
retention orientation. Our firm belief in organic customer retention-oriented marketing mix intrigued
us to develop a rational marketing mix that had a higher level of organic customer retention orientation
coupled with sales and store operations orientation in the organizational structure and organic
customer retention-oriented performance measures/rewards. Upon testing the new rationalized
marketing mix over 12 months through a field experiment, the real treatment effect indicated a 32.23%
improvement in the share of repeat customers and a 96.17% improvement in the absolute number of
repeat customers [170].

3.5. Organic Growth in Repeat Purchase Intention of Customers DRIVES the Share of Organic
Profit:

The real treatment effect of our rational marketing mix experiment also gave us evidence that a 96.17%
improvement in the share of repeat customers improved the overall store profit by 410.13% [170].
This evidence made us firmly believe that the higher number of customers with repeat visit/purchase
intention higher the share of organic profit. This brings us to the key paradigm of our ‘Theory of Brick-
and Mortar Retailing in India (ToR-b)’. That it is not about how much revenue/profit is generated by
a store, it is all about how the revenue/profit was generated with the help of all the “4Ps” of the
marketing mix in addition to sales personnel’s quality of interaction with customers and their customer
orientation level. It is difficult to spend money on acquiring new customers every time a store is
struggling to make a profit, what is easier is to retain existing customers and align all the “4Ps” besides
training, motivating, empowering, and retaining good quality sales personnel to focus on actions which
enhance the repeat store visit/purchase intention of customers. Evaluating the existing retailing
practice of B&M retailers in India using the ToR-b lens indicated that out of 69 important variables in
our theory, the organized retailers were aware of 41 and only 15 of them were also part of their key
result areas (KRA). Whereas surprisingly the unorganized retailers were aware of all the variables and
all of them were part of their KRAs [171-172].

Based on qualitative insights, analysis of 24 month’s customer wise sales data, and various consumer
behavior theories, models, and frameworks [173-223], we were able to identify four key stages of
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consumer behavior relevant to B&M retailing in India viz., i) ‘Stage 1 — Origin of Purchase Intent’;
ii) ‘Stage 2 — Evaluation by the Customer’; iii) ‘Stage 3 — Purchase Decision’; iv) ‘Stage 4 — Patronage’
[140]. It is important to note that out of 50 unique factors found in total across all these four stages of
customer buying behavior a majority of factors that had a higher level of controllability by the retailer
influence ‘Stage 4 — Patronage’. In other words, the most recommended and preferred strategy to
achieve a higher share in the organic profit is to ensure a higher growth rate of repeat visits/purchase
intention of customers.

4. DISCUSSION :

What Do You Want And What Do You Ask?: During our previous research studies concerning
B&M retailing in India, we have observed the leadership team carries a predisposition in their minds
that they will get what they (organization) want viz, higher profits, higher ROI, and higher market
share from their employees. Unfortunately, the leadership team fails to realize that i) these ‘wants’ are
just outputs; ii) such ‘outputs’ are converted into KRAs without much deliberation; iii) such KRAs
become the key elements of company-wide performance measures and rewards; iv) employees across
all the levels of hierarchy will be using these performance measures to communicate with each other.
Automatically output-driven ‘wants’ become the focal point of all the discussions, meetings, and
internal communications with their employees. Furthermore, a majority of the decisions taken
concerning all the “4Ps” of the marketing mix are also driven by these output-driven ‘wants’ and as
these ‘wants’ are understood only by higher-level employees of the organization the overall
organizational structure of a significant majority of B&M retailers in India is oriented toward the head
office and centralization of decision-making.

The leadership team needs to know the key factors (input) that are responsible for delivering them
higher profits, higher ROI, and higher market share. Once such factors are identified then sagaciously
embed them into the performance measures and rewards across all the levels of hierarchy. Many of
our previous research studies have indicated that input-driven performance measures and rewards have
a positive and statistically significant impact on the customer orientation level of employees. This is
why the first element (the trigger) of the SOPR-b model is ‘Performance Measures and Rewards with
Organic Customer Retention Orientation’. This element acts as a trigger in the SOPR-b model and
ensures everyone and everything in the organization is aligned to deliver the ‘wants’ of the
organization which are smartly converted into ‘asks’.

Whom Do You Ask And How Do You Ask?: While the leadership identifies key factors (inputs)
that can deliver them higher profits, higher ROI, and higher market share, it is essential for them to
identify ‘who’ in the organization spends a lot of time with the customers/catchment to achieve desired
levels for each of the factors. Glaringly, none of the B&M retailers in India realize that the employees
of sales and store operations are the ones who are closer to customers/catchment and probably the only
ones who can spend most of their time with the customers/catchment in real-time. Because of this
none of the B&M retail organizations have a higher level of orientation toward sales and store
operations in their existing organizational structure. However, it is not about just identifying whom to
ask, what is inevitable is whom and how to ask. Even though the leadership team knows that the sales
and store operations team is the right team to ask unless this team is given equal opportunity and
authority it is unlikely that the team will deliver what the leadership team asks. Hence, ‘Organizational
Structure with Sales and Store Operations Orientation’ and ‘Ownership and Accountability held by
the Sales & Store Operations Employees’ are the second and third elements of the SOPR-b model.
The second and third elements of the SOPR-b model shall ensure a rational marketing mix and margin
of safety as a majority of decision-making (systematic decentralization) across “4Ps” is now held by
the employees who are closer to the catchment and customers.

What Do You Have At Hand And How Do You Utilize 1t?: In addition to following output-driven
performance measures and head office-oriented centralized organizational structure, a majority of
B&M retailers in India are constantly devoting their time, effort, energy, and money to discovering
and adopting retailing theories, models, frameworks, and “Ps” that are practiced by the B&M retailers
in the developed countries that have matured markets and customers. They constantly ignore checking
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and ensuring they have achieved an ideal “4Ps” of marketing mix which is best suited for their target
customers. B&M retailers in India must realize that the most important and largest contributor to
customer repeat visits/purchase intention is the marketing mix. Furthermore, the marketing mix is one
of the elements of B&M retailing that has the highest level of controllability by the retailer (at hand).
It is wise to ensure a rational marketing mix and utilize the same to constantly build a margin of safety
rather than looking around for elements that have limited controllability by the retailer. A higher level
of visibility, measurability, and controllability of the marketing mix and margin of safety influenced
us to include ‘Marketing Mix with Organic Customer Retention Orientation and Margin of Safety’ as
the fourth element of the SOPR-b model.

Profit By Chance And Profit By Choice?: Based on the evidence of our previous research studies,
the fifth and sixth elements of the SOPR-b model are the expected outcomes of the level of organic
customer retention orientation practiced by the B&M retailer across all four previous elements. We do
agree that retail profit can be achieved using new customer acquisition programs. However, we have
not seen any evidence of such profits being sustainable and long-term. We call this ‘profit by chance’
and naturally anything that is achieved by chance has a lesser probability of long-term sustainability.
Our key intention of including the term ‘organic’ across all the elements of the SOPR-b model is quite
deliberate and the same emerged during our research studies focussed on B&M retailing in India.
Every B&M retailer in India is capable of making organic profits as long as they develop strategies
that are focussed on making profits by choice by giving utmost importance to i) organic growth; ii)
customer repeat visit/purchase intention; iii) employees of sales and store operations; iv) marketing
mix; v) margin of safety across all the performance measures and rewards.

5. CONCLUSION :

Going by mathematics it is true that the cost of sales personnel attrition in B&M retailing is very low
as the average salary of the sales personnel is 5.46 times lesser than that of the average salary of head
office employees. But, the reality is, that the majority of employees in a B&M retail organization who
are closest to the customers and catchment are the sales personnel. Even though they are at the lower
levels of a B&M retailer’s organizational hierarchy, we have observed that this misconception is
merely due to a higher level of head office (centralization) orientation in the organizational structure.
Because of this incorrect orientation, the expectations of the leadership team are far separated from
reality. One of the largest expectations of the leadership team is that the head office employees are
capable of getting what the leadership ‘wants’ from the employees of sales and store operations.
However, the reality is that the head office employees have limited or no access to real-time customer
expectations. Only the sales personnel have the access to and knowledge about real-time customer
expectations. Unless the leadership team realizes the difference between their expectations and the
reality and aligns their organizational structure, performance measures/rewards, marketing mix, and
the margin of safety with this reality the probability of achieving organic growth in the customer repeat
visit/purchase intention and thereby achieving a higher level of organic profits that too sustainable and
long-term remains a myth for B&M retailers in India.

We were convinced that it is challenging to use a single strategic model that can be successfully
implemented across a variety of socioeconomic contexts. This idea and the questions raised in the
objectives section of this article are what drove the creation of this ‘Applied Strategic Model of
Organic Profit for Brick-and-Mortar Retailing in India (SOPR-b)’, which draws on insights from over
9 empirical studies, 26 qualitative studies, 35 field experiments, evaluation of over 20 million
customer-level transactions and important theories, models, and frameworks from multiple disciplines
that are pertinent to the Indian context. Most importantly pragmatism research philosophical paradigm
was adopted in building the SOPR-b. Contrary to a majority of existing retail management literature,
we took a radically different approach while developing the SOPR-b. That the majority of the literature
that is currently available is fragmentary, focuses on a small number of distinct aspects of a larger
retailing phenomenon, is concentrated in developed markets where the majority of secondary data is
publicly available, and tries to extrapolate/generalize the results of studies conducted in developed
countries to the Indian retail market. That most research is exploratory, interpretative, lacking in field-
level validation, and centered on conceptual frameworks.
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