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ABSTRACT

Considerable interest in the changing character of 
the retail sector of American distribution has been evi
denced in recent years. In part this phenomenon has been 
due to the effect that the marketing mix has upon a retail 
institution.

The basic purpose of this study was to investigate 
how discount department stores in Tucson, Arizona develop 
their individual marketing mixes of product, place, price, 
and promotion, in order to meet the needs of the consumer.

The hypothesis of the study is as follows: pricing
is not the most important component of the marketing mix of 
discount department stores in Tucson, Arizona, Reflecting a 
belief that they can better meet the consumers* wants as 
well as enhance their own chances for success, Tucson dis
counters place more emphasis on the other three components 
of the marketing mix (product, place, and promotion).

The data used in the study come from both primary 
and secondary sources. Some of the chief primary sources 
include data gathered from interviews with executives of the 
major discount department stores in the Tucson area.

From the evidence studied, it was found that the 
successful discounters in Tucson place more emphasis on the

ix



X
marketing mix variables of product, place, and promotion 
than they do upon price. This situation corresponds to the 
basic premise set forth in the hypothesis.
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CHAPTER I 

INTRODUCTION

Background
In recent years interest in the field of retailing 

has accelerated to a ferment. One important cause of this 
ferment has been the swift rise of the discount house since 
1945. Although discounting evolved around the turn of the 
century, it was not until after World War II that it became 
of major importance to the retailing industry. Since that 
time, it has grown to such an extent that discounters have 
become a serious threat to "orthodox" retailers.

The exact beginnings of the discount house are 
difficult to determine. Writers in the field of marketing 
generally seem to feel that discounting first appeared in 
the early 1900's. On the other hand, a theory called the 
"Wheel of Retailing" has been presented by Malcolm P.
McNair, a professor at Harvard Business School, which contra
dicts any chronological emergence of discounting. According 
to McNair, new types of retailers enter the field as low- 
price, low-margin, and low-status operators.^ As success

1. Reavis Cox, Wroe Alderson, and Stanley J.
Shapiro, Theory in Marketing (Homewood, 111.: Richard D.Irwin, Inc., I9b4j, pp. 139-40.

1
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comes to these new retailers, margins, prices, and status 
inevitably increase* The increase in price in turn leaves a 
gap for still other retailers to come in as discount opera
tors— a process which creates a cyclical effect. Discounting 
thus becomes a product of evolution, a result of new classes 
of retailers constantly entering the field as discounters.

Empirical data suggest that in the United States the 
"Wheel of Retailing" does not apply to all developing retail 
situations. Automatic merchandising, department store 
branches, and planned shopping centers as exclusive-type 
institutions in prestige locations do not conform to this 
cycle.2 Since, however, these appear to be the only excep
tions, one may assume that McNair's theory accurately 
describes all other emerging forms of retailing. This 
acceptance would mean that as each new type develops, it 
emerges as a discounter, even if temporarily. The "Wheel of 
Retailing" theory tends to disprove the claim that discount
ing began around the turn of the century. Nevertheless, 
since a large number of discounters still operate with the 
original discounting concept of low price and show no signs 
of changing their philosophy,3 one could argue that a more 
permanent type of discount retailer (as opposed to those

2. Ibid., p. 140.
3. "Is success spoiling discount houses?" Business Week. June 26, 1965, p. 100.



described in the “Wheel of Retailing") did develop in the 
early 1900* s and has lasted fifty years or more.

The main purpose of discounting is to offer goods to 
the public at prices lower than those of "orthodox" retailers. 
This lowering of price allows consumers the opportunity to 
purchase products which they could not previously afford.
For example, A & A Television (an "orthodox" retailer in Tuc
son) sells a color TV set (ROA GG 630 for #650.00; Save-Co 
(a discount department store in Tucson) sells the identical 
set for #499.89,^ which represents a savings or reduction of 
#150.11. As a result, the consumer has the opportunity to 
enjoy a higher standard of living.5

The types of discount operations in existence today 
are varied, but although their methods may differ, all dis
counters have the identical objective of offering goods at 
below list or fair-trade price. The various kinds of dis
count operations will be covered in greater detail in 
Chapter II.

4. A survey conducted on September 21, 1965.
5. Due to the savings (#150.11 in the example) 

which the consumer can receive by purchasing products at discount stores, the purchasing power of the consumer's income 
has increased. This increase allows the consumer to enjoy a 
higher standard of living because the savings which resulted 
from shopping at discount houses can be used to buy products 
and/or services which the consumer would like but could not have afforded out of his income.

3



4
Discount houses are now firmly entrenched as a re

tail institution. Their success generally depends upon the 
philosophy of high-volume selling at low prices. Now that 
success has assured itself, the discount industry is faced 
with a new challenge.6 There are conflicting opinions as to 
the direction in which to move. The internal conflicts can 
be classified into three categories. First, there are those 
discounters which have become promotional department stores, 
a segment of the discounting industry which has traded-up to 
the greatest degree. E. J. Korvette is the best example of 
this group. Second, comes a group which has also been 
up-grading, although not as much as the preceding segment; 
characteristic of this group is the gradual adding of new 
lines. Such discounters as GEM International, Inc., and 
Interstate typify members of this middle category. The last 
segment has remained the closest to the original concept of 
discounting, which places emphasis on price and narrow lines. 
Miracle Mart, Inc., and Atlantic Thrift Centers represent 
this third class.?

In essence, the conflict within the discounting in
dustry is over the composition of the marketing mix. The 
first category, of which, as we have said, E. J. Korvette is a

6. "Is success spoiling discount houses?" Business 
Keek. June 26, 1965, p. 97.

7. Ibid., pp. 97-102.



5
member, has the most complete line of products within dis
counting. This group does a good deal of promotion; it also 
puts emphasis on the place component of the marketing mix.
In comparison, the third category emphasizes the low price 
which it offers. Viewing the product component of the market
ing mix in a different light, it stocks narrow lines of 
products. Uprgradingi is a term which this group recognizes 
but has not used to any great extent, if at all. The middle 
group views its marketing mix as being somewhere between the 
two extremes. No matter what viewpoint discounters exercise, 
they must continue to sell below "orthodox” retailers; other
wise, the gap in retailing which was closed by the emergence 
of the discounter will be reopened.

Objective
The objective of this study will be to determine how 

each discount department store in Tucson develops its own 
marketing mix (product, place, price, and promotion) to meet 
the needs of the consumer. The results will indicate which 
composition of the marketing mix best suits the needs of the 
consumers in Tucson and, therefore, best benefits the discount 
retailer. They could be used as a guideline by the discount 
department stores to assist them in improving the composition 
of their mix.
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The Scope of the Study
The background section of this paper will cover the 

full gamut of discount operations in order to enable the 
reader to have a better understanding of the development and 
present status of discounting. The remainder of the study 
will deal specifically with discount department stores in 
Tucson, Arizona. Of the many discount operations current in 
Tucson, only four can be considered to be discount department 
stores. This study, therefore, will include only the follow
ing retailers: Fantastic Fair, 5451 East 22 Street; Fed
Mart, 1820 East Fort Lowell Road; Save-Oo, 5545 East Broadway; 
and Super City, 702 North Stone Avenue.8

Hypothesis
As previously stated, discounting throughout the 

United States is involved in a conflict over the composition 
of a discount marketing mix. Each discounter has developed 
a mix which he thinks will best meet the needs of his cus
tomers and, therefore, benefit him. Even though this conflict 
exists, discounters are continuing to succeed and grow by 
putting various degrees of emphasis on one or the other of 
the marketing mix components. Within this framework, the

8. Such discount operations as AAA Discount Center 
at the corner of North Scott and East Congress, and Afco 
Food Mart at 3501 North Mountain Avenue may not be described 
as discount department stores since they specialize in cloth
ing and food, respectively, and therefore will not be used in this study.
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following statement is the hypothesis of this study.

Pricing is not the most important component of the 
marketing mix of discount department stores in Tucson, 
Arizona. Reflecting a belief that they can better meet the 
consumers' wants as well as enhance their own chances for 
success, Tucson discounters are intensifying emphasis on the 
other three components of the marketing mix (product, place, 
and promotion).

Methodology
Because of the very nature of this study, it was 

found necessary to employ both primary and secondary data.
A review of secondary data, including books, magazine 
articles, and reports in various journals, served to develop 
the background section (Chapters I, II, and III). Emphasis 
in this section stresses the change in composition of the 
marketing mix used by discounters over the period of dis
counting development.

The data used in the second section of this study 
(Chapters IV, V, VI, VII, and VIII) were obtained almost en
tirely through primary sources. Personal interviews of 
managers, owners, or assistant managers of the four discount 
department stores were conducted. The personal interview 
was chosen to elicit information that could not be obtained 
with a survey or by observation. The interviews were for
malized; that is, an identical set of questions was used in
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each. Such a method helped to insure internal consistency 
of the questionnaire. Wherever possible, each question had 
multiple-choice answers, which brought about a greater degree 
of consistency in the results of the interview. Some ques
tions, by their very nature, had to be of the open-end 
variety. This allowed the interviewee to answer a given 
question in his own words. The questionnaire itself was 
tested on Mr. Soleng Tom, owner of the Fed Mart store in 
Tucson, Arizona. A few changes and additions proved neces
sary and were made accordingly. All new or altered questions 
were asked Mr. Tom at a later time. For the personal inter
view a census of the universe was employed.

Primary investigations were also used to determine 
the composition of the discount department stores' marketing 
mix. Surveys were made to discover the relative emphasis 
placed on each part of the marketing mix by each discount 
department store. Such a survey consisted of specific ques
tions relative to the practices in all discount department 
stores. To obtain this information, the writer used a cen
sus of the universe whenever practical and necessary. For 
example, it was both necessary and practical to take a 
census of the universe to obtain each store's hours. Sampl
ing of products for price was Impossible. Instead, products 
were chosen from each department. While the results are not 
an accurate representation of each store's emphasis on price,
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they do give an indication of the relative emphasis.

Definition of Terms Used in the Study
The dictionary defines the term to. discount as "to 

reckon off or deduct, as a certain amount in settling a bill; 
make a reduction of bill."9 Department store is defined as 
"a large retail institution handling several lines of goods 
• • • and organized in separate departments."*0 Thus, for 
this study, discount department store is defined as a large 
retailer who carries many lines of goods in separate depart
ments and sells these goods at consistently lower prices than 
those offered by any other type of retail outlet.

Any attempt to define a discount house or a discount 
department store is difficult. Not only do people associate 
different meanings with each term but the discount industry 
is going through a period of constant change. For example, 
in 1956 Phillips and Duncan defined a discount house as "a 
retail establishment which features a large selection of 
well-known brands of merchandise at less than ’list* (or fair 
trade) prices and which operates with inexpensive buildings 
and fixtures, low rent locations, and a minimum of clerk 9 10

9. Clarence L. Barnhart, ed., The American College 
Dictionary (New York:. Random House, 1947), p. 345.

10. Clarence 1. Barnhard, ed., The American College 
Dictionary (New York: .Random House, 1962), p. 324.
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service.11 ̂ ̂ In their 1964 edition, however, they defined a 
discount house as a "retail establishment which features a 
large selection of well-known brands at less than 'list' (or 
fair-trade) prices and which operates with extensive adver
tising, limited customer services, fewer internal merchandise 
and accounting controls than most department stores, ample 
parking facilities, inexpensive buildings and fixtures, low- 
rent locations, and a minimum of clerk service."^2 Study of 
the difference between the two definitions should help to 
clarify the change which has occurred in the discount house.
At best these definitions are approximations: the "ample
parking facilities" would not apply to Super City in Tucson, 
Arizona, nor would the "low-rent location" apply to the E. J. 
Korvette store in downtown Hew York City.

In studying the definition of an orthodox retailer, 
one can see that the word "orthodox" is defined as "approved; 
conventional."1^ Retailer is defined as "a person who carries 
out the sale of commodities to household or ultimate con
sumers, usually in small quantities (opposed to wholesale). 11 12 13 14

11. Charles F. Phillips and Delbert J. Duncan,
Marketing Principles and Methods (Homewood, 111.: Richard D.Irwin, Inc., 1956), p. 210. .

12. Charles F. Phillips and Delbert J. Duncan,
Marketing Principles and Methods (Homewood, 111.: Richard D. 
Irwin, Inc., 1964), p. 240. ..

13. Clarence L. Barnhard, ed., The American College 
Dictionary (Hew York: -Random House, 1962), p. 856.

14. Ibid., p. 1035.
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Organization of the Study by Chapters

This section of the Introduction enables the reader 
to become acquainted with format and content of the study as 
well as to obtain a basic orientation in the subject. Chap
ter II relates the history of the discount house and the 
changes that have occurred in the composition of the market
ing mix. Chapter III defines the marketing mix and explains 
its purpose from a discounting viewpoint. Chapter IV deals 
with the place component of the marketing mix. Chapter V 
explains the product component. Chapter VI consists of a 
study of the pricing component. Chapter VII goes into the 
matter of promotion. Chapter VIII gives the summary and 
conclusion.



CHAPTER II

THE DEVELOPMENT OF THE DISCOUNT HOUSE

As has been stated, discount houses are not of 
recent origin. Only in the last two decades, however, have 
they become important, both in regard to the amount of sales 
and the extent of publicity.

Early Forms of Discounting
Before any discussion of the historical development 

of the discount house can be intelligible, one must under
stand the different types of discounting. One of the earli
est forms was the practice of giving premiums, usually in 
the guise of price reductions or discount through the use of 
trading stamps. Upon purchase of an item, the customer 
received a certain number of stamps which were redeemable 
for merchandise. Early trading stamps still in use are S & H 
Green Stamps. The effect of trading stamps was to give the 
customer a discount on the items purchased.1

A second form of discounting was the practice of 
giving discounts to certain occupational groups, such as the

1. For a complete discussion of the effect of trad
ing stamps upon a firm's marketing mix, see E. Jerome 
McCarthy, Basic Marketing A Managerial Approach (Homewood, 111.: Ricnard i). lrwln, lnc., 1954), pp. 747-50.

12
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clergy or teachers. This practice, known as "Professional 
Discounts,"2 has several advantages over the use of trading 
stamps. Professional discounts allow the customer receiving 
the discount to spend the amount in any manner, not just on 
whatever happens to be redeemable at the time. Also the dis
count is immediate. Such discounts, however, are offered 
only to certain groups.

Closely associated with professional discounts was 
the custom of giving discounts to employees of the store.
This form of discounting has become popular among retailers 
because it allows them to give their employees financial 
compensation when they are unable to give pay increases. The 
net effect upon employees' purchasing power is quite similar.

Another early system of discounting was to operate 
a retail establishment under the guise of wholesaling. The 
general method of operation, was similar to that of the present- 
day catalogue store. Such an establishment was the forerunner 
of the discount house as it is known today.

The Beginnings of the Discount House
The early-day discount operation has gone through 

quite a metamorphosis in order to arrive at its present 2

2. Stanley C. Hollander, "The 1 One-Price1 System—  
Pact or Fiction?" Journal of Retailing. Fall, 1955, p. 132.
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status as a discount house. Probably the first stable dis
count house in the United States was L. & 0. Mayer, founded 
in 1914.3 This company, located in a low-rent district in 
New York City, was the first of what were later to become 
known as "walk-up" operations (the store was located on the 
second floor). The variety of merchandise was limited to 
leather goods and household appliances. Customers made their 
purchases by looking through a catalogue, finding the identi
fication number of the item desired, and paying cash when 
the goods were brought to the counter. A few displays were 
used, but these consisted only of opened cartons. "Cash and 
carry" appeared to be the motto of these early stores, and 
no services were offered. If the item was defective, the 
only recourse the purchaser had was the manufacturer's war
ranty, if one existed.

The preceding paragraph gives a clear, if somewhat 
simplified, picture of the marketing mix used by early dis
counters. Price was by far the most important component—  
the major attraction for consumers. Promotion was almost 
nonexistent except for the "displays" of opened cartons on 
the floor. The product was usually of an inferior quality 
or a little-known brand. If it turned out to be faulty, the 
discounter offered no services in order to pacify the

3* Rayburn D. Tousley, Eugene Clark, and Fred E. 
Clark, Principles of.Marketing (New York: The MacMillan Co.,1962), p. 223.



consumer. Place was given little, if any, attention. Often, 
indeed, the stores were located in the area least desirable 
from a traditional retailing point of view.^

Although the early discount house had its drawbacks, 
the institution began to grow. In fact, L. & 0. Mayers was 
still operating in the depth of the Depression of the early 
I930's.5 The basic American economic philosophy proved to 
be the main reason for the success of the discount house: if
a man can give the public what it wants and make a profit, 
he will succeed. The consumer was able to get the goods he 
wanted at a price lower than that offered by any other retail
er. Although the goods were often inferior to those in other 
retail stores and the customer received no service or guaran
tee, he was apparently willing to accept this risk and 
Inconvenience.^ Thus, the stage was set for the discounting 
industry to grow.

During its infancy the discount house developed 
along two paths. One followed the trend of a specialty 
store, featuring only one line of merchandise; for example, * 5 6

A. Alfred L. Seelye, Marketing in Transition (New 
York: Harper & Brothers, 1958), p. 31.

5. Ibid., p. 31.
6. Pearce C. Kelley and Norris B. Brisco, Retailing:

Basic Principles (Englewood Cliffs, N. J.: Prentice-Hall.
Inc., 1957), p. 49.

15
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the furniture showroom which used discounting practices.7 
The second reverted to the old general store philosophy in 
that discounters began to add more lines of merchandise to 
attract more customers.®

During the twenties the discount house grew at a - 
relatively moderate rate. Logically, the Depression proved 
beneficial to discounters. Money was scarce and the glamour 
and service of the department and specialty stores did not 
offer so high an appeal to a nation on the brink of bank
ruptcy. To meet the change in demand, discounters continued 
to increase the number of lines of merchandise. A few grew 
so large and had such a wide variety that they began to 
resemble the interior of a modern discount house, but without 
today's fancy decor.9 By 1937, in some of the larger cities, 
sales of discount houses had grown to approximately 1.5 to 2.0 
percent of total retail sales.7 8 9 10

The Depression of the early 1930's brought about a 
tremendous drop in the national income. In 1929 income 
amounted to #78,576,000,000, but by 1934 it had dropped to

7. Seelye, op;, cit.. p. 31.
8. Tousley, et al., o&, cit.. p. 228.
9. Delbert J. Duncan and Charles F. Phillips,

Retailing: Principles and Methods (Homewood, 111.: Richard
D. Irwin, Inc., 1955), p. 423. -

10. Tousley, et al., o&. cit., p. 223.



$44,431,000,000,11 a reduction of approximately 44 percent. 
Although such a drop had a serious effect on the American 
economy, it proved to be an asset to both the short and long 
run success of the discount house. As previously stated, 
the low prices provided an Incentive to purchasers who needed 
merchandise (generally replacements) yet at the same time had 
to live on a very tight budget. Such a situation opened the 
door to persons who had previously (before the Depression) 
been in a higher income bracket. These people became new 
customers for discount houses replacing old ones who had lost 
their jobs and/or other sources of income and thereby were 
eliminated from the discount houses' potential market. Not 
only did the new customers tend to stabilize the discounting 
industry, they also opened up a new potential market (the 
middle to upper-middle income bracket) for the years ahead.^

As a result of tightly controlled family budgets, by 
the 1930's discounters were beginning to use promotion to 
some extent. Such popular prewar phrases as "Only Saps Pay 
Retail" were widely coined.* 3 Unfortunately, such early 
slogans influenced the gullible customers who took advantage 
of low prices, but paid heavy penalties in inferior goods 11 12 13

11. Robert H. Lyman, ed., The World Almanac and Book of Facts for 1936._n. 284.
12. "Coexistence Possible with Discount Stores," 

Editor & Publisher. January 12, I963, p.-22.
13. Kelley and Brisco, op,, pit., p. 49.

17
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or inflated "wholesale" prices.^ Even today the discounters 
face the same type of criticism, but whether today's criticism 
is, at least in part, a carry-over from the pre-World War II 
days is difficult to determine.

The Metamorphosis of the Discount House
World War II also came to the aid of the discount 

house customer; not only did it act as a "control device" on 
the undesirable practices of the discount house operators 
but it helped to usher in a new form of discount operation.^ 
The metamorphosis was beginning to take place. Logically 
enough, the very prewar slogans which had been used to in
crease the discount houses' demand and/or cheat the public 
now proved to be a preview of the post-war discount house 
development. As early as 1937 such authorities as Pearce 0. 
Kelley accurately predicted the post-war development of the 
discount industry.

The country had just begun to regain its equilibrium 
after the Depression of the early 1930's and 1937-38 when 
the United States entered World War II. A tremendous amount 
of money was spent by the government to cover the cost of 
combat. Such expenditures created a prosperous situation 14 15 16

14. Ibid.
15. Ibid.
16. ibid.
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during the war years. The discounter, in consequence, did 
not do too well during this period. Overemployment, it is 
true, created an extremely high demand for goods, a situation 
favored by discounters, but the old economic law of supply 
and demand soon played minor havoc with discount operations. 
While the war was in progress, production of consumer goods 
was drastically cut back, but since demand was high, people 
had and were willing to spend larger amounts of money for the 
items they wanted.

The war, as has been indicated, acted as a "control 
device" on the discounter.^ Since people had money and 
could afford the items they wanted, no longer did a large 
part of the buying public have to resort to purchasing in
ferior goods at low prices. Now they could afford to shop 
at conventional department stores. Although strong competi
tion as a rule does not exist in a seller's market, accord
ing to three writers in the field of marketing (Rayburn D. 
Tousley, Eugene Clark, and Fred E. Clark) there was competi
tion during World War II.*® Competition among retail outlets 
may have increased between 1941 and 1950 because incomes rose 
47 percent while the number of consumers increased by only
18 per cent. *9 The greater increase of income relative to

17. Ibid.
18. Tousley, 0£. cit., p. 224.
19. Seelye, op., cit., p. 7.
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the increase of consumers would tend to show that there was 
an increase in demand and competition.

Alfred L. Seelye states that the last two years of 
World War II witnessed a rapid growth in the discount store.20 
Such a statement tends to conflict with that made by the 
above three writers. There appears to be no evidence of a 
conflict over the status of the discount house during the 
war years; none could be found in the literature reviewed.
One logical answer may be that during the first part of the 
war consumers spent their money in the higher-priced stores 
because they had an excess of cash. During the latter part 
of the war the fear of depression may have increased the 
incentive to save money by shopping at discount houses, or 
the idea of shopping at discount stores may no longer have 
been repulsive to the consumer, since discounters had begun 
to improve both the quality of the merchandise they carried 
and their methods of operation. Also consumers may have 
been saving money by shopping at discount houses while wait
ing for the war to end and the freeze on the production of 
consumer goods to be lifted.

World War II, it is clear, helped the discounting 
industry to grow up, not to the point of maturity but to a 
point where the "maverick" operations were beginning to 20

20. Ibid., p. 9
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fade.21 The "walk-up'* was almost gone. Customers began to 
become better informed about the quality of goods which they 
purchased from discounters.

Immediately after the war, pent-up demand was at an 
all-time high. Time was required to convert the economy 
from a war-time to a peace-time operation. With the personal 
savings accumulated from the war the time had come for the 
discount house to expand. Sales began to increase because the 
discount house could supply the manufacturers with a sub
stantially higher volume of sales than could any other re
tailer.22 23 High volume was due to the low price, which in 
turn was made possible by the lack of services.2^

A typical discount house in the late 19^0's resembled 
the original supermarket and chain store. Structurally, the 
building was plain, both inside and out. But, although the 
buildings were unlike those of today, the discounter had 
begun to improve the place where he did business. Most dis
count houses required their customers to become members of 
the store. In order to take out membership ( a closed store 
operation), the customer had to be a member of a specific 
group; that is, a union member, a teacher, an employee of the

21. "Operation Alert," The Discount Merchandiser.February, 1964, p. 36. . . .
22. Tousley, et al., on. cit.. p. 224.
23. Alfred R. Oxenfeldt, "Retailing Revolution, Why 

and Whether." Journal of Retailing. Fall, i960, p. 158.
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city, state, or federal government, a member of the clergy. 
Such a requirement gave the customers a feeling of belonging 
to a club.24

The shortages of World War II were soon followed by 
surpluses,. especially of durable goods. Since cost struc
tures did not permit reduction in production rates, the 
established distribution outlets were forced to sell more 
goods. The manufacturers gave the various outlets incentives 
to increase sales.25 Finally, when the discounters began to 
stock their shelves with well-known brands, the buying 
public became less hesitant about purchasing from them. If 
the discount houses did not offer any guarantee, the custom
ers could rely on the manufacturers’ warranty. With low 
prices and increased customer satisfaction, the discounters 
were ready for continued growth.

Another important factor which aided the rapid 
development of the discount house since World War II was the 
Fair Trade Laws.26 Prior to their enactment, manufacturers 
were not particularly concerned as to where their products 
were sold. Then as trade-marks and brand names became

24. "Where the Customer Pays to Shop," Business 
Week. November .10, 1962, p. 162.

25. William R. Davidson and Alton F. Doody, "The 
Future of Discounting," Journal of Retailing. January,.1963, p. 37.

26. Seelye, 0£. cit., p. 36.
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important to manufacturer and consumer alike, the manufac
turer became interested in the character of the retail out
lets for his goods. Until that time discounters had not 
gained a very good reputation, and manufacturers believed that 
sale by discount houses would not enhance the image of 
quality they were trying to establish. Manufacturers had at 
their disposal two methods for combating the sale of their 
products at discount prices: first, they could refuse to sell
their products to any retailer who offered goods at consist
ently lower prices; second, the manufacturer could negotiate 
a contract with retailers whereby they would agree to sell 
at a price set by the manufacturer. The second method is 
known as fair-trade or resale price maintenance.

The Miller-Tydings Act, passed in 1937, allowed 
state resale price maintenance laws to operate in interstate 
commerce. It made no reference, however, to the non-signer's 
clause included in many state laws. The state Fair-Trade 
Laws

. . . permit a manufacturer, or other brand name owner, 
to establish a minimum, or, in some cases, the absolute 
price at which his product shall be resold, provided the 
product is in free competition with other commodities of 
the same general class. A price is usually deemed estab
lished for purposes of fair trade laws as soon as any 
dealer signs a contract to that effect with the manufac
turer. In most states with such laws, the stipulated 
price becomes binding upon all other dealers as soon as 
they receive proper notification the non-signer's clause .27

27. William R. Davidson and Paul L. Brown, Retailing 
Management (New York: The Ronald Press Go.., i960), p. 395.
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Actually manufacturers were in something of a 

dilemma as far as the Pair Trade Laws were concerned. While 
they were being pressured by the conventional or "orthodox" 
retailers to ban sales to discount houses, the discount out
let proved to be quite attractive to the manufacturer because 
of its high inventory turnover rate.^® The pressure put upon 
the manufacturers by conventional retailers finally became 
so strong that some of them refused to carry a manufacturer's 
product if he sold to discount houses. When the Pair Trade 
Laws were tested in the courts,however, they generally 
failed,29 leaving discounters with their main appeal— low 
price.

The discounting industry saw the possible bottle
necks or blockages that might occur if the manufacturers 
really began to "put the squeeze" on sales to discounters. 
Various discounters developed methods of insuring a continu
ous supply of goods. Six of these methods were as follows:

1• Direct--the discounter ordered his goods 
directly from the manufacturer.

2. Export Department— each discounter could set up 
a dummy.export department to buy the goods the 
discounter needed to stock his shelves.

28, "Should You Buy from a Discount House," Chang
ing Times. October, 1953, p. 19.

29. Kelley and Brisco, on. clt., p. 51.
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3. Retail Store— sometimes discounters would buy 

from retailers at a very small charge plus whole
sale price, or they would buy out a retailer’s 
"going-out-of-business" inventory.

4. Subsidiary Distributors--discounters would es
tablish subsidiary distributors especially to 
purchase goods from the manufacturer.

5. Regular Distributors— sometimes the distributors 
would sell to discount houses especially if the 
distributor was overstocked.

6. "Transship"— when possible, the discounter 
could buy the overstock of a retailer.

During the war and postwar years the discount house 
began to make an internal evaluation. The lines and quality 
of products carried were improved. Discounters began to 
expand their stores or move into the suburbs, which were 
becoming the living areas for millions of Americans. In 
addition, the hard sell became the predominant method of 
operation. The more progressive discounters began using 
promotional devices to acquaint the public with the store and 
the savings that could be made on quality merchandise. This 
change in philosophy and method of operation, when used prop
erly, helped to bring respectability to the discount house.31 
Discounting had "come of age."

The Present Status of the Discount House
Except for the practice of a few non-conformists, the 

ethics of discounters improved as well as the quality of the

31. "The Hard Sell Comes to the Discount House," Business Week.October 13, 1956, p. 176. .
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merchandise. Once the closed store policy began to fade 
from discounting, the individual companies went to the public 
via advertising and promotional stunts, asking consumers to 
try their stores. The hard sell approach generally emphasized 
the reasons why a customer should shop at a specific store, 
but once the customer passed through the doors, the soft sell 
approach was used.

Today discounters have three methods of operation; 
actually these methods are just as much financial structures 
as they are operating means. Basically they are:

1. Total Franchise— under this method the discounter 
either .builds the store or rents it from a real 
estate broker, and franchises all of the depart
ments to local conventional retailers. G. E. M. 
International, Incorporated owns most of its 
buildings. The.food department at the Vienna, 
Virginia store is franchised to Safeway, Incor
porated. Safeway stocks its own food, hires its 
own personnel, and runs the entire department as 
long as it meets G. E. H.*s standards. For the 
privilege of operating the department, Safeway 
pays G. E. M. a fixed rent plus a percentage of 
the profits. This method allows a discount 
house to carry.a large stock for a relatively small outlay of capital.32

2. No Franchise— under this method the building is 
either owned or rented and all departments are 
operated by the discounter himself.33 A good 
example is Fed Mart in Tucson, Arizona. All de
partments are owned and operated by the company.

32. "Where the Customer Pays to Shop," Business 
Week. November .10, 1962, p. 162,

33. "Misco; Coal Country Discounter," The Discount 
Merchandiser. February. 1964, p. 28.



3. Combination Plan— -this method combines plans #1 
and #2. It permits the discounter to operate 
those departments which he knows best and leave 
the operation of the other departments to 
specialists in those areas.

By the mid-1950*s, the discounter was beginning to 
trade-up. Discount stores were becoming more modern and 
were being located in higher rent districts. Some dis
counters were even beginning to offer services such as 
credit, installation, and repairs. The sales clerks were 
receiving better training. Although the cost of operation 
was increasing, it was still lower than that of conventional 
retailers, allowing discounters to maintain a price advan
tage.3^ if the cost gap was beginning to close, discounters 
continued to have the important advantage of a much greater 
sales volume than most "orthodox" retailers. Since operating 
costs of discount operations are relatively fixed, larger 
volume enabled them to spread operating costs over more units 
and thereby lower the margin necessary to make a profit while 
at the same time keeping prices low.

The growth of discounting continued through the 1950’s 
and into the current decade. By i960 the sales volume of the 
discount industry had reached a point where it was equal to 
30 per cent of the total department store sales.^ In 1962

34. Davidson and Doody, a y . cit., p. 38.
35. "Fast Growth for these Retailers," Financial World, April 19, 1961, p. 5.

27
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discount house sales increased by 50 per cent, while depart
ment store sales went up only 2.85 per cent.56 For the year 
1965 it is predicted that discount house sales will equal 
one-half of total department store sales.^7

With the increased success achieved by discounters, 
the need for competitive advantages became important. Many 
discounters up-graded to better appeal to customers and to 
gain an advantage over their competition. The stores be
came more attractive and well constructed plants, store 
fixtures improved, more services were added, and the lines 
carried were increased. Some discount houses even came out 
with their own private brands.58 All this meant that costs 
had been constantly increasing and prices had too. Some dis
counters up-graded to such an extent that it is now diffi
cult to tell the difference between them and conventional 
department stores— the E. J. Korvette store in downtown New 
York City illustrates this development.

At present, the discount industry is in the throes 
of internal conflict. Three separate measures are being 
taken by various discounters. The first is to up-grade to

36. "We Talk to Credit Managers,” The Discount Mer
chandiser. November, 1963, p. 8. . .

37. "Discounters, Where Do They Co Prom Here?" Porbes, July, 1962, p. 20.
38. Bichard Osk, "Discounting— Nervy Force in Mar

keting," Printers Ink. July.27, 1962, p. 19.
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such an extent that discount houses resemble department 
stores. The second is to retain the low price and give 
little or no service. The third is a compromise between the 
two extremes. All three philosophies have some valid basis 
because discounters using them are s u c c e e d i n g . There is 
no directive as to which path discounters should take or 
perhaps there are invisible gaps within discounting that can 
be filled only by a diversification of discounting methods.

Reasons for the Growth in Discounting;
Now that the historical development of the discount 

house has been discussed, it is appropriate to state 
specifically the reasons for the phenomenal growth in dis
counting. Basic to this form of retailing is the fact that 
merchandise can be offered at a lower price. For this there 
are several reasons. First, the discounter has been able to 
cut down on his operating expenses: such a reduction may
range up to 20 per cent of s a l e s .Second, the volume that 
is created allows the discounter to price his goods at a 
lower cost than that of conventional retailers.

Discounters have capitalized on the opportunity

39. "Is Success Spoiling Discount Stores?" Business 
Week, June 26,-1965, pp. 97-102.

40. Tousley, et al., o&. cit., p. 226.
41. Delbert J. Duncan and Charles F. Phillips,Marketing: Principles and Methods (Homewood, 111.: RichardD. Irwin, Inc., 1904), p. 243. .
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provided by the large, fluid markets of the suburbs. Although 
department store branches followed the same "go where your 
market goes" philosophy, they failed to bring along their 
popular "bargain b a s e m e n t s . T h i s  omission left a gap in 
the retailing structure of the suburbs which the discounter 
was more than happy to fill.

The era of "self-service" ushered in by the super
market also contributed to the success of discounting. Such 
a method of operation allowed customers to become acquainted 
with and use self-service. This gave a "boost" to the dis
count method of selling, since customers had already become 
acclimated.^3 Getting customers acquainted with a new 
process of retailing, as well as a new method of selling, 
could have hurt the development and growth of discounting.
Also the borrowing of the self-service method enabled dis
counters to use a lower quality of sales personnel as well as 
a reduced number. This was a decisive advantage, since it 
allowed a substantial reduction in operating costs.

Manufacturers* brand names helped the discounter to 
succeed. As the quality and dependability of products in
creased, they became better known and were relied upon to a 
greater extent. Discount houses began to carry well-known

42. Ibid.
43. Theodore N. Beckman and William R. Davidson,

Marketing (New York: The Ronald Press Co., 1962), p. 247.



brands. Their customers could purchase dependable products 
at substantial savings and, if the product malfunctioned, 
could revert to the manufacturer's guarantee or warranty.44

Longer and more suitable hours for customers was 
another factor that added to the growth of discounters.45 
Still another was the redistribution of purchasing power.
Such a redistribution helped to create a large middle class 
which now composes the major part of discount house customers. 
Coupled with this was the fact that the redistribution 
brought about a greater demand for goods available at dis
count houses. As a result of the growth in supply in relation 
to demand in the post-World War II period, it became apparent 
that Pair Trade Laws could not be effectively enforced, a 
condition beneficial to discounting.

One other contribution to the success of discounting 
was the greater independence and education of the consumer 
and the greater desire of consumers to get their money's 
worth.46 The increased knowledge on the part of the consumer 
allowed him to become a more discriminating customer. As a 
result, the expression "you get what you pay for" is no 
longer completely valid, at least where the product and its 
uses are concerned.

44. Seelye, p&. clt., p. 31.
45. Delbert J. Duncan and Charles P. Phillips, Marketing: Principles and Methods (Homewood, 111.: Richard D.Irwin, Inc., ^964), p. 243. .
46. Oxenfeldt, op., clt., p. 160.
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The last major factor in the growth of discounting 

was the ability of discounters to achieve a favorable image 
for themselves. By achieving respectability, discounting 
helped to insure its own success through its repeat business.

The "Wheel of Retailing"
Now that specific reasons for the development of the 

discount house have been stated, it is important to explain , 
why discounting has changed. The simplest and most satis
factory reason why some segments of discounting have changed 
can be expressed in three words, "Wheel of Retailing." Al
though this theory was discussed in Chapter I, an expansion 
of the concept is appropriate at this point. The cycle or 
wheel is placed in motion when someone develops a new method 
of retailing. The department store, mail-order house, super
market , and discount house are examples of retailing innova
tions. In essence, the innovation is a new method of 
distributing goods to the final consumer. Each new type of 
distributive enterprise enters the retailing field as a low- 
price, low-margin, and low-status operation. The low price 
appeal attracts the public to the store; as the discounter 
goes along, he improves the quality of the merchandise he 
carries and the appearance and standing of the store. Hope- 
fully, he gains greater respectability. The up-grading 
process costs money, which can come only from increased 
revenue created from increased prices. If the venture Is
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successful, sales should Increase and the real period of 
growth begin. Already the transformation from an innovator 
to a conventional retailer has begun to take place. As the 
transformation progresses, the innovator gradually becomes 
more of a direct competitor of the traditional retailers and, 
eventually, a conventional retailer. In the process a gap 
in the retailing structure is created which can be filled 
only by another innovation; thus the cycle begins again.



CHAPTER III

THE DISCOUNT HOUSE AND THE MARKETING MIX CONCEPT 

Background
The marketing mix is not a new concept. It has 

played an important part in the success of the discount 
house since World War II.*

Because of the diversity of its components a precise 
definition of the marketing mix is difficult to formulate. 
Writers in the field of marketing are prone to express dif
ferent views. Some differences are only a matter of seman
tics; others are a question of concept. William Shultz 
offers one of the narrowest definitions. According to Shultz, 
the marketing mix is nothing more than "advertising and other 
forms of promotion, and personal selling.Rayburn D. 
Tousley, Eugene Clark, and Fred E. Clark expand the concept. 
They define it as the "product, the brand, the package, 
personal selling, advertising, and the other demand crea
tional activities . . .  as well as the price and the channels * 2

1• For a review of the development of the discount 
house with emphasis on the changing role of the marketing mix, see Chapter II.

2. William J. Shultz, American Marketing (San Fran
cisco: Wadsworth Publishing CoT, Inc., 19^1), pp. 448-9.

3:4
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of distribution.From a conceptual point of view the 
latter definition includes all of the component parts of the 
marketing mix as recognized by today's marketing authorities. 
P. J. V.erdoorn calls price, quality of the product, promotional 
effort, distribution channels, and the firm's product line 
the instruments of the marketing mix.^ The definition used 
in this study will be that presented by E. Jerome McCarthy.
He defines the marketing mix as being made up of the four 
P's: place, product, promotion, and price.^ These are the
elements that the marketing manager can control and which he 
can combine to satisfy the consumer, at the same time working 
within the restrictions (uncontrollable variables) external 
to the marketing function. An expansion of McCarthy's defini
tion will be considered later in this chapter.

In order to relate the marketing mix to the discount 
house, a misconception should be corrected. Although the 
term marketing mix is new, the concept has existed since the 
first sales transaction took place. The elements of the mar
keting mix, however, were not combined under a single name

3. Rayburn D. Tousley, Eugene Clark, and Fred E.
Clark, Principles of.Marketing (New York: The MacMillan Co.,
1962), m : 388-7.

4. P. J. Verdoorn, "Marketing from the Producer's 
Point of View." Journal of Marketing. January, 1956, p. 226.

5. E. Jerome McCarthy, Basic Marketing A Managerial
Approach (Homewood, 111.: Richard. D. Irwin, Inc., 1964),
p7 3 o . .
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until recent times. Paul D. Converse in his book The Elements 
of Marketing, published in 1931, did not mention the market
ing mix as such, although he discussed each component in 
detail.^ It was Neil H. Borden, of the Harvard Business 
School, who originally conceived the term. He brought the 
components together and combined them into a logical and 
necessary arrangement.?

The development of the marketing mix is actually the 
second of a two-step process, the selection of a target market 
being the first.® By deciding to enter the discounting in
dustry, the retailer has, in essence, selected his target 
market. Discounters direct themselves primarily to the lower- 
and middle-income customers who wish to increase their pur
chasing power by purchasing goods at prices lower than those 
of conventional retailers. Sol ¥. Cantor, president of Inter
state Department Stores, Inc., says that he "believes it in
evitable that more and more well-heeled customers will beat 
a path to discount stores, although it will take time for

6. Paul D. Converse, The Elements of Marketing (New
York: Prentice-Hall, Inc., 1931% .

7. Edward C. Bursk, Text and Cases in Marketing: AScientific Approach (CliffwoocL H. J.: £rentlce-ttall, Inc.,1952)7 p. 65. . .
8. The target market is those groups of customers 

to whom the company wishes to appeal in light of the com
pany's capacities and objectives.
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for this to o c c u r . S u c h  a statement would probably have 
been considered ridiculous in the early days of the discount 
store, for it was during this period that the discounters' 
marketing mix emphasized only price, to which primarily low- 
income families were attracted. The general quality of 
discount houses has risen since the early days of discount
ing, as has the general quality of its customers. Today, 
however, the target market of the discounter generally seems 
to be the middle-income c l a s s . T h e  internal conflict of 
the discounting concept, as discussed in Chapters I and II, 
has a direct effect on the target market of each discounter. 
E. J. Korvette's target market, for example, would not be the 
same as that of Atlantic Thrift Centers, Inc. Once the 
discounters' objectives have been selected, their target 
market can be established.

The development of a marketing mix is a complex 
problem. Although each component can easily be isolated for 
theoretical purposes, such isolation can be quite difficult, 
if not impossible, in actual practice, when one is trying to 
determine the cumulative effect,* ̂ The components of the 
marketing mix may be compared to the ingredients of a cake 9 * 11

9. ris success spoiling discount stores?" Business Week, June 26, 1965, p. 102. .. --------
ioi Ibid.
11. Harry L. Hansen, Marketing: Text, Cases. &

Readings (Homewood,.111.: Richard D. Irwin, Inc.,' 1961),
P. 853.



mix. Each ingredient can be viewed as an isolated element; 
however, unless the ingredients are combined in the proper 
fashion, the desired effect will not be realized. Not only 
must the ingredients be mixed, but they must be mixed in the 
appropriate amounts. When this has been done, the batter 
must be handled correctly to achieve the cake desired.

The baking of a cake, as shown in this description, 
is quite similar to the development of a marketing mix.
Just as in baking a special kind of cake is taken as an aim, 
so in developing a mix, a goal is chosen. In order that the 
desired result may be achieved, certain ingredients must be 
combined in the proper proportions. The marketing manager, 
however, has only four basic ingredients with which to work: 
place, product, promotion, and price. Naturally there are a 
multitude of variations within each component of the market
ing mix, and for this reason, an almost infinite variety of 
marketing mixes may result. It is, therefore, very important 
that the marketing mix consist of the right amount and type 
of the various components and that the resulting mix be care
fully put into operation to insure the desired result or goal.

Each component of the marketing mix is a controllable 
variable;12 that is, each one can be manipulated by the mar
keting manager. This may be relatively easy or it can prove 
to be a very difficult task. If a firm's sales were to fall

12. McCarthy, ojd. cit., p. 41.
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off, all that might be necessary to correct the situation 
would be an increase in the amount of newspaper advertise
ments. On the other hand, the marketing manager of an 
established discount house might discover that store sales 
have decreased since the opening of a new discount house with 
a large parking lot. If the older discount house does not 
have parking facilities and there is no land available for 
parking, the only solution may be to move the store to a site 
which offers sufficient land for parking. One can see from 
the last example that trying to manipulate the marketing mix 
can be a difficult task.

Blending the four components into an optimum mix that 
will best meet his target market is the job of the marketing 
manager. Trying to obtain the optimum mix may be difficult 
for several reasons. The effects of the components working 
together in an integrated marketing mix can be difficult to 
isolate in actual operation. Instead, they may have a cause 
and effect relationship among themselves. Such a situation 
makes it difficult, if not impossible, for the marketing 
manager to develop the optimum mix. Theoretically, one best 
mix exists for each situation. In order that he may arrive 
at this desirable mix, it is assumed that the marketing 
manager has perfect knowledge of market conditions. Such an 
assumption is not pragmatic since the marketing manager must 
develop his marketing mix to satisfy his target market.



Suppositions must be made, since the human behavior process 
is too complex and dynamic to be completely predictable.^ 
Unknowns have to be dealt with and assumptions made; there
fore, more than one marketing mix may satisfy the target 
market.

The marketing manager must also understand and deal 
with the restraints that are imposed on the efficiency of
the mix. These restraints are termed the uncontrollable

:
variables. The marketing manager can not manipulate these 
variables, but rather must develop his marketing mix to 
operate within the restraints they present and at the same 
time meet the firm's objectives. The uncontrollable vari
ables are: the cultural and social environment; the
political and legal environment; the economic environment; 
the existing business situation; and the resources and ob
jectives of the firm.^ An example of a restraint (the 
political and legal environment variable) are the "blue laws" 
that are enforced in some states. In these states, only 
basic necessities may be sold on Sunday; therefore, the mar
keting manager must decide whether or not it would be

13. Ibid., pp . 872-3.
14. Verdoorn, on. cit., p. 226.
15. McCarthy, on. cit., p. 41.
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profitable to remain open that day.^

In addition to the problem of determining what results 
can be obtained from the various components or combinations 
of components, the marketing manager has two other problems 
in developing an effective marketing mix. Not only are 
there an almost infinite number of combinations of the mix, 
but there may be, and often is, more than one combination 
that will satisfy the target market.^ Also the problem of 
changing costs is ever present. Costs that continually change 
can decrease the effectiveness of the planning process. In 
dealing with costs involved with the marketing mix, one 
could argue that many of these costs are more in the nature 
of an investment and should be considered as such. The 
differentiation between cost and investment of the money 
spent on the marketing mix may have some influence on the com
bination of various components.1®

Product Mix
In order that they may be more completely understood, 

a more extensive definition of the four parts of the market
ing mix is necessary. Product is defined as "the selling of 16 17 18

16. Schuyler F. Otteson, William G. Panschar, and
James M. Patterson, Marketing: The Firm's Viewpoint (New
York: The MacMillan Co. ,” 1964), p . 658.

17. Verdoorn, on. cit.. p. 226.
18. Bursk, on. cit.. p. 229.



satisfaction, use, and/or profit expected from the purchase 
of the product."19 Such a concept incorporates much more 
than the mere nuts, bolts, and metal that make up the 
physical product. When this concept has been expanded to its 
logical end, the product includes everything needed to bring 
satisfaction, utility, and profit to the ultimate consumer. 
The product washing machine, for example, would include the 
tangible washing machine itself, any accessories needed, such 
as a lint remover, the installation of the machine, an in- v 
struction book showing how to operate the machine, and a 
guarantee to insure the owner dependable service so that the 
objective of the purchase— clean clothes— can be achieved 
economically.

The development of the product policy within the 
marketing mix is actually more pragmatic than the foregoing 
would seem to imply. The number of lines carried or depart
ments operated by the discounter would depend on many things. 
The experience of the store manager and his personnel in 
dealing with each of the lines is one factor.20 Depending 
upon whether the departments are franchised or not, the 
discounter might not carry a line because he can not find 
experienced retailers to run the department. Also a 19 20

19. McCarthy, 0£. clt., p. 314.
20. Charles E. Silberman, "The Discounters Choose Their Weapons," Fortune, May, 1962,.p. 188.
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discounter has to determine whether or not he will be able 
to obtain the products; fair-traded items are not allowed to 
be sold at prices below those set by the manufacturer. If 
such is the case, the discounter will have to decide to 
eliminate the brand item or devise a way to get around the 
fair-trade price.

Another factor in developing the product segment of 
the marketing mix is the decision whether or not to have 
dealer brands.21 Although discounters are now using private 
brands on some of the products they sell, they must take care 
since reliability of manufacturers' brands in the consumers' 
eyes was one of the main reasons that discounting became 
popular. If the discounter does come out with his own 
private brand, he must be willing to stand behind it; other
wise, it will probably lose to the more dependable and guaran
teed brands. A loss of prestige of the discount store itself 
can also occur. The discounter too must determine whether 
his sales volume is large enough to warrant private branding 
and to enable the private brand items to sell at least equal 
to, and hopefully less than, manufacturers' brands and at 
the same time yield a larger than normal gross profit. 
Economically speaking, there would be no reason to go into 
private branding if the per unit gross margin of profit did

21. Theodore Levitt, Innovation in Marketing (New York: McGraw-Hill Book Co., 1955)', p. $1.



not increase or if the total gross margin did not increase.
The breadth and depth of each product line carried 

is another factor which must be considered in the development 
of product policy.22 The cost of carrying a broad and deep 
assortment within each line is expensive. Such a cost can 
be absorbed only if the revenue created is large enough to 
cover the increased expense. Sol Cantor describes the dis
counters* philosophy with respect to the breadth of assort
ments when he states, "Thick on the best, to hell with the 
rest."23 Discounters are carrying only lines that will sell; 
their purpose is not to satisfy the whims of every shopper.
E. J. Korvette, which is probably closer to becoming a con
ventional department store than any other discounter, proves 
the point, although Korvette has come closer to full cycle 
on McNair's "Wheel of Retailing." Korvette carries thirty 
five (35) styles of men's white dress shirts while Macy's, 
New York, carries one hundred and twenty-nine. (129).^ In 
order to achieve a high inventory turnover, the discounter 
in choosing the composition of each product line must be 
cautious in selecting only those items which enough of his 
customers want.

22. Charles E. Silberman, "The Revolutionists of 
Retailing," Fortune. April, 1962, p. 256.

23. Ibid., p. 260.
24. Ibid., p. 256.
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When, discounters are developing the product component 
of their marketing mix, they must consider the "total 
product."25 Next they must decide how much of the "total 
product" they will offer. The discounter must keep in mind 
that the closer he comes to offering a "total product" (as 
defined by McCarthy) the closer he becomes to approaching 
classification as a conventional retailer. In other words, 
the discounter must decide which extras he will offer. The 
conventional retail establishments offer such services as 
installation, delivery, return privileges, servicing (repair
ing), and guarantees as part of their "total product." Such 
services do cost money, and the discounter must determine 
whether to raise his prices and give all or part of them free 
of charge or offer none and charge customers for each service 
requested. After deciding to offer such a service as credit, 
the discounter must decide the specific type to be used and 
whether to carry or factor it. Whether or not to charge the 
customers for the use of credit is a difficult question to 
answer. One logical solution may be the use of the marginal 
approach. If the increase in profits from the increased 
sales can more than cover the cost of introducing and

25. E. Jerome McCarthy in his book, Basic Marketing 
A Managerial Approach (Homewood, 111.: Richard D. Irwin,
IncT,1964),defines the "total product" on page.315 as the 
following: the total product is more than the nuts and bolts
that make up the physical product. It includes any accesso
ries needed, credit, installation, instructions, and other related services of elements.
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operating the credit program, it might be advisable to intro
duce credit.

Since a high rate of inventory turnover is important 
to discounting,26 discounters must develop some way to insure 
that the goods keep moving. If a system such as "unit con
trol" is not available, discounters can be faced with increas
ing amounts of slow-moving or dead stock. Some method should 
be devised to discover which goods are not moving at a satis
factory rate. Once the slow-moving goods have been identi
fied, they should be disposed of in some manner so they can 
be replaced with faster-moving items.

Place Mix
Place is the second component of the marketing mix.

It is defined as the "where, when, and by whom the goods are 
offered for sale."27 For a retailer in today's world of 
convenience and shopping ease, place has become a very im
portant phase of the marketing mix. The discounter must 
first select for his store a site which will best satisfy 
the place criteria. The ever-increasing use of the auto
mobile makes it advisable to choose a site that will provide 
ample parking facilities. Furthermore, the site should be 
on, or close to, a relatively important street in order to

26. "Should You Buy from a Discount House." Chang- 
jng Times. October, 1953, p. 118.

27. McCarthy, op,, cit., p. 39.



allow easy access to customers who are coming to the specific 
store, whether they come by car or public transportation, and 
to generate a larger amount of traffic within the store from 
people who were "just passing by." Drawing or trading area 
is also important because it delineates the geographical area 
where the customers live. By referring to the target market 
and the income levels of various geographical areas, the 
discounter can narrow down the possible sites.

Once the target market and the store location have 
been chosen, the building itself must be constructed. The 
discounter, of course, does have the alternative of buying 
or leasing a building that already exists; however, the 
following statements are applicable to either situation.
The actual plan and design of the building is, in part, 
dictated by the target market and site chosen. If the tar
get market is composed of middle-income families, a moderate 
design is the most appropriate, k  more elegant design gives 
the impression of expensive merchandise and may keep poten
tial customers away. An Inexpensive design can also keep 
target customers away because such a design may not be to 
their liking— conscious or subconscious. In other words, 
the design of the store should be an attempt to reflect the 
image that the discounter is trying to achieve. E. J. 
Korvette has built a store that is sandwiched in between
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pQGimbel’s and Macy’s in downtown New York City, in the 

heart of the shopping district; one company official refers 
to it as the "palace."^ Although E. J . Korvette is still a 
discount house, it prefers to be called a promotional depart
ment store, and the new store appears to be an attempt to 
intensify that image as well as meet local competition.

The layout and interior design of the store is also 
important to the discounter. A good layout has three main 
objectives.^0 First, it should be designed to increase 
sales. This purpose may be accomplished by a layout capable 
of showing attractively the largest amount of merchandise 
possible within available space while maximizing customer 
circulation in order to expose the greatest amount of goods. 
Second, the layout should be designed to achieve the minimum 
of operating expense. Since the cost for space is one of 
the more important cost items, space arrangement is an in
dispensable element in effective layout design. This aspect 
is extremely important to discounting because the lower 
prices offered by discounters is the result, at least in part, 
of lower operating expenses. Third, the layout should provide

28. "Is success spoiling discount houses?" Business 
Week, June 26,.1965, p. 97.

29. Charles E. Silberman, "The Discounters Choose 
Their Weapons," Fortune. May, 1962,-pp. 118-9.

30. William R. Davidson and Paul L. Brown. Retailing
Management (New York: The Ronald Press Co., i960), p. 114.



convenience to the customers. With the self-service method 
of merchandising, the convenience of the customer is of 
major importance and, therefore, the layout can serve the 
customer by helping him to conduct his shopping in a more 
effective manner.

Store hours are important to the discounter. Many 
discount houses are open in the evenings to allow all seg
ments of their potential market more time to shop. According 
to retailing consultant Perry Meyers, there appears to be a 
trend toward "family shopping" in the discount stores.-*1 
This has been brought about by the informal atmosphere through 
which discounters attract those blue-collar males who feel 
out of place in the conventional stores.52 By lengthening 
store hours, the discounter has enabled more than one member 
of a family to shop in his store at the same time.

Price Mix
Price, the third component of the marketing mix, is 

defined as the amount of money charged for "something else."53 
The "something else" is based on some assortment of goods and 
services. Price can have no meaning until the "something 
else" is defined, described, or measured so that identification

31. Charles E. Silberman, "The Revolutionists of Retailing," Fortune. April, 1962, p . 101.
32. Ibid.. p. 260.
53. McCarthy, 0£. cit., p. 733.
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is certain. E. Jerome McCarthy gives the example of purchas
ing for #100 a 21-inch TV set that normally sells for #200. 
The "something else" is not defined in this example because 
the #100 is for the component parts at the factory. Although 
such a price is low, it does not include a cabinet, assembl
ing the parts into a working unit, transporting the set to 
the ultimate consumer, and the various services that the 
manufacturer and retailer would normally o f f e r . F r o m  this 
example it can be seen that only after the "something else" 
has been defined, can price have any meaning. Discounters 
all have the common characteristic of offering products at 
lower prices than those of conventional retailers. The 
reason for this is that discounters offer less of the "some
thing else" than conventional retailers. Actually this 
method of retailing obtained its name from its pricing 
practices.

Discounting has put the law of supply and demand to 
the test. Neo-classical economic theory states that where 
supply and demand meet, the quantity bought at a certain 
price will be established.^ The law of demand goes further 
and states that as the price is decreased, more goods will 
be demanded. The discount house, by reducing its prices,

34. Ibid.
35. Paul A. Samuelson. Economics: An IntroductoryAnalysis (New..York: McGraw-Hill, 1964), p. 336.



causes an increase in the quantity of goods demanded. Be
cause of lower prices, discounters are able to sell more 
goods. The introduction of discounting has brought about 
an adjustment in the market equilibrium. Paul Samuelson 
explains this process as follows: "It is this interaction
between demand, supply and price that is the core of the 
self-adjusting mechanism of the private-enterprise system."^6 

Although the discounter establishes his price ob
jectives from economic theory, he must consider additional 
factors. The most obvious consideration is the cost of the 
goods, which is the basis for most retail pricing. In some 
pricing situations, it may prove advantageous to conduct a 
sale of goods that are not moving and price them at less than 
cost in order to sell them quickly and minimize the loss.
Such a procedure allows these goods to be replaced by prod
ucts that will hopefully have a higher turnover rate. Also 
the discounter can use "loss leaders."3? Next, the dis
counter must develop a mark-up or mark-on policy. This
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36. Ibid., p. 325.
37. loss-leaders are products that are bona fide 

bargains which are offered for their promotional lure. The 
term "loss-leader" denotes that a loss is taken on each item; 
however, it is hoped that pricing a few items as loss-leaders 
will create enough traffic in the store so that the increased 
profits from the increased sales will be more than the loss 
taken from the use of loss-leaders. The use of "leader pric
ing" is based on the same selling philosophy; however, there
is no loss taken on.the items sold although they are sold at a low price.
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constitutes the difference between the cost price and the 
retail price; all the expense of doing business, plus profit, 
must come from this margin. Although„the margin per product 
is lower in a discount store, many discounters can still 
make a considerable profit for two reasons. First, operating 
expenses are lower, as shown in Table II, and second, the 
extra volume created by the reduced retail prices can in
crease total gross margin, as shown in Table I.

Discounters must also consider what effect competi
tion has upon the establishment of prices. Competition 
usually results in forcing prices down near cost levels; how
ever, to a great extent the exact opposite has occurred in 
the growth of discounting. Many discounters have been trying 
to meet competition by trading up.38 As the trading-up 
process39 increases in importance, the prices charged by 
these discounters have to increase. Another factor to con
sider is the desirability of an item to the customer.^0 The

38. "Is success spoiling discount stores?" Business 
Week, June 26,.1965, pp. 97-102.

39. Kenneth R. Davis in his book. Marketing Manage
ment (New York: The Ronald Press Co., 1961) defines trading
up on page 385 as.the act of retailers selling to higher in
come or price level groups. Such a definition would imply 
one or more of the following: adding higher priced and
quality merchandise, adding more services, making the store's 
appearance more luxurious, or any other merchandising means to improve the store's image.

40. Paul H. Nystrom, The Economics of Retailing
(New York: The Ronald Press Co., 1922), p. 226.
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TABLE I6

AN EXAMPLE OP OPERATING STATEMENTS FOR AN 
ELECTRICAL DEALER AND A DISCOUNT HOUSE

Electrical Dealer
List price of goods sold $100,000
- Less bargains & discounts aver. 5% 5.000
Net Sales 95,000

Less cost of goods sold 65.000
Gross Margin 30,000

Less operating expenses 23.500
Net operating profit $ 6,500

Discount House
List price of goods sold $200,000
- Less discounts • 40.000
Net Sales 160,000

Less cost of goods sold 128.000
Gross Margin 32,000

Less operating expenses 25.500Net operating profit $ 8,500 •

• a. Edward M. Brecher, "Discount Houses," Consumer 
Reports. October, 1949, p. 472. ..
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TABLE I T 8-1

COMPARISON OP OPERATING EXPENSES BETWEEN 
MASTERS , INC*., AND NRDGA

Item NRDGA Masters
Salaries and wages 17.70$ 5.69$
Store and selling expense 6.50$ 2.11$
Warehouse and shipping 2.25$ 1.95$
Office and general 4.45$ 1.45$

Total 32.90$ 11.20$

a. "Discount House Costs Explain Its Low Prices," 
Business Week..June 26,. 1965, pp. 97-102. _
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strength of a person's wants and desires for a product helps 
to determine what he is willing to pay for it.*1

Although the rate of sales turnover has already been 
mentioned, it is worthy of further discussion. The rate of 
sales turnover is important since this factor has permitted 
discounters to grow and s u r v i v e . A  higher rate of sales 
turnover coupled with low operating expenses, has allowed 
sales prices to be reduced. The success of this "new" 
approach to retailing can easily be established by a review 
of the rapid growth of discounting.*3

One other factor in establishing prices is the habit 
consumers have acquired of paying certain prices for certain 
products.** Such a practice may be important for retailers 
because it can act as a control device on retail pricing. 
Pricing above the consumer's "subjective level" is fruitless, 
and pricing below it tends to put the consumer on the de
fensive by inadvertently implanting the impression of lower 
quality goods.*5 Such a concept was detrimental to

42. "Should You Buy from a Discount House?" Chang
ing Times. October, 1953, p. 118.

43. See Chapter II.
44. Clare ¥. Barker, Ira D. Anderson, and J. Donald

Butterworth, Principles of Retailing (New York: McGraw-Hill
Book Company,. Inc., 1956), p. 280. .

45. Ibid.



discounters in the early days of discounting; however, some 
consumers today seem to be lowering their "subjective level" 
of pricing to meet discount prices, especially for nationally 
manufactured brand items.

One early form of discounting, as we have seen, was 
to give special discounts to certain special groups. Since 
discounters are now offering substantial price reductions to 
the entire public (except for "closed store" operations), it 
would be interesting to note whether such special discounts 
are being offered by discounters and what basis has been 
established for such discounts over and above the regular 
reductions.

From the first, the price appeal which is inherent in 
discounting has been a major attraction in influencing the 
public to shop at discount h o u s e s . Because of the trading- 
up process and increase in prices which some segments of the 
discounting industry have engaged in, some discounters may 
have had to spplement the price appeal with the use of 
leaders. If such a method is used, it is probably utilized 
more by the discount houses that trade up. It would be 
interesting to discover if discounters feel that they have 
to use such a practice to create increased store traffic and 
sales.
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46. Charles E. Silberman, "The Revolutionists of 
Retailing," Fortune. April, 1962, p, 258.



Discounters must consistently keep resale price main
tenance (fair-trade pricing) in mind when pricing their 
products. Although the ultimate selling price of many 
nationally branded products is not determined by the manu
facturer as they could be under the Fair Trade Laws, some 
products still are. After deciding whether or not to carry 
fair-trade products, the discounter must determine whether to 
charge the set price, which logically would be against his 
basic objective, or to devise ways to get around the fair
trade price, such as extremely generous trade-in allowances. 
For example, if a customer wanted to buy a vacuum cleaner 
for #100, the discounter might give him $40 for his old one.
If he did not have an old one, the discounter might give him 
#4o for a broom.

In order to survive, discounters must continue to 
sell products at prices below those of conventional retailers. 
Some conventional retailers, however, refuse to be under
sold.^? Hudson's of Detroit ( a department store) used this 
tactic to meet discount house competition when it advertised 
that it would not be undersold at any time on any item.^® A 
reduction of prices offered by the discounter in an effort 
to beat the conventional retailer's price competition would

47. "War on the Discount House," Business Week. September 11,. 1.954, p* 170.
48. Ibid.
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only hurt both parties if the "orthodox" retailer had a 
policy of meeting discount prices whenever such a differen
tial was brought to his attention. The discounter, however, 
can do comparative pricing to help insure that his prices 
are below those of conventional retailers who do not have 
the previously mentioned policy. By actually going around to 
other retail stores and seeing what prices they charge for 
goods, the discounter can determine if his pricing is in 
line with the discounting concept, his "orthodox" competition, 
and his discount competition.

Promotion Mix
Promotion is broadly defined as "any method of telling 

customers about a company's marketing mix."^ Within this 
broad definition of the term McCarthy includes sales promo
tion, advertising, and personal selling (development, train
ing, and utilization of the sales force).50 Promotion is 
communication of a specific form transmitted via various 
media to obtain both an attractiveness and acceptability for 
both the product and the store.

As McCarthy points out, there are several different 
components of promotion. Personal selling is the "direct

49. McCarthy, op,, cit., p. 639.
50. Ibid., p. 39.
51. Bursk, on. cit.. p. 66.
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face-to-face relationship between the sales personnel and 
potential customers."52 Advertising is "any paid form of 
nonpersonal presentation or promotion of ideas, goods, or 
services by an identified buyer."53 Sales promotion may be 
defined as "all activities and devices that are designed to 
sell more merchandise and to create goodwill, directly or 
Indirectly."54 McCarthy considers that such a definition 
should be supplemental to both personal selling and advertis
ing. The retailer must find the appropriate blend or com
bination of these factors to achieve optimum effectiveness 
for his promotion.

Discounters of today are using the promotion compo
nent of the marketing mix which early discounters did not 
deem necessary for the survival and growth of the firm. In 
the earlier stages of growth discounters relied on the manu
facturers* advertising of their own products to stimulate 
the demand for specific commodities. Such advertising, how
ever, does not tell the public where to buy. The discounter 
must use advertising which will both inform the potential 
customers where they can buy a product and persuade them to 
come to the discount house to buy it. Within this framework 
the discounter must determine the media that will best cover 
his target market at the least possible cost.

52. McCarthy, op,, clt., p. 643.
53. Ibid., p. 643. 54. Ibid., p. 644.
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The local media from which a discount operator may 

choose are radio, newspapers, circulars, bill boards, direct 
mail, bus and car cards, local magazines, and specialties 
(calendars, match books, blotters, and other novelties).
Each medium has its own advantages and disadvantages, depend
ing upon the character of the enterprise making use of it. 
Newspapers provide relatively broad coverage while simul
taneously offering a low cost per reader. Such a medium 
might be appropriate for a large discount department store 
with a large drawing area, but it would probably be inap
propriate for a small neighborhood food market. The dis
counter, therefore, must decide which media mix most adequate
ly serves his purposes.

The advertising program for the discount house can 
be implemented in three ways. First, the discounter can do 
the entire job of developing and controlling the complete 
promotional component of the marketing mix. Second, he can 
turn over a large part of the promotion, especially advertis
ing, to an agency. And third, he may let some of the media 
he has chosen assume part of his advertising responsibility. 
There are, however, many combinations of the above three 
methods which the discounter can use in developing his total 
promotion mix.

Each large retailer has or should have a plan which 
includes the sales objective or goal for a certain period of
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time. Such a statement applies to discounters as well as 
conventional retailers. In order to ascertain their advertis
ing budget, some retailers assess what their sales for a 
certain period will be and take a percentage of that figure. 
Such a method is easy to implement, but the amount of sales 
obtained involves a great deal of chance. Not only is the 
predictability of the sales goal hampered, but there may be 
a wasteful use of advertising funds.55 More progressive 
retailers develop their advertising budget by determining 
what their sales goal should be and developing an advertising 
budget which will achieve it. This method is called the "task 
method."56 in view of the importance of a large sales volume 
to low price retailers, the latter can be quite beneficial to 
discounters.

In the past* the quality of the sales force used by 
discounters was poor, but the caliber of today's salesmen is 
generally improving.57 Such a change is one phase of the 
trading up process in which many discounters have been en
gaged. Sales clerks in discount stores which have traded up 
to a great extent must be trained not only in product know
ledge and operation but also in sales techniques. The 
apparent contradiction between the low operating expense

55. Davidson and Brown, oja. cit., pp. 544-5.
56. ibid., p. 545.
57. William R. Davidson and Alton F. Doody, "The 

Future of Discounting," Journal of Retailing. January, 1963, 
p. 38.
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associated with discounting and the relatively high quality 
of discount sales personnel has been brought about by public 
desire for lower prices combined with the services offered by 
conventional retailers.^®

Point-of-purchase displays can be used by discounters 
as a means of generating sales. Point-of-purchase material 
generally comes from two sources. The retailer can produce 
his own, or he can use those displays provided by the manu
facturer. Although displays are potentially one of the most 
powerful sales promotion forces that the retailer has at his 
disposal, the discounter must cautiously determine the need 
for them. A discounter operates on a low-margin basis, and 
since space is at a premium, he must think not only of the 
sales volume created by the use of displays but also of 
sales lost as sales space is relinquished.

Competition both within and outside the discounting 
industry has become so intense that discounters have devised 
various ways (some mere imitations of promotional stunts used 
by conventional retailers) to draw people into the store.
One discount house, which is a closed store operation, went 
so far as to offer 150 scholarships to the children of its 
members.59 Contests and giveaways are frequently used in the

58. "Discount Houses Are Here to Stay and Grow," 
Business Week..April 29, 1961, p. 113.

59. "Where the Customer Pays to Shop," Business Week.November 10, 1962, p. 164. .



promotion of a specific store. Such promotional devices 
cost money and, therefore, result in an increase in prices. 
Before he implements such activities, the discounter must 
determine the results as well as the competitive position 
and the objectives which he is striving to achieve.
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CHAPTER IV

THE DISCOUNT DEPARTMENT STORE'S USE OF THE 
PLACE COMPONENT OF THE MARKETING MIX

In Chapter III the place component of the marketing 
mix was defined as the "where, when and by whom the goods 
are offered for sale."^ This chapter will deal with the 
place component as used by the four discount department 
stores in Tucson, Arizona: Save-Co; Fantastic Fair; Fed
Mart; and Super City.

Save-Co stands on the northeast corner of East Broad
way Boulevard and North Craycroft Road, in the eastern part 
of town. Fantastic Fair is located on the northwestern cor
ner of North Craycroft Road and East Twenty-second Street, 
approximately ten blocks south of Save-Co. Fed Mart has its 
store on the southwest corner of East Fort Lowell Road and 
North Campbell Avenue, in the northern section of Tucson. 
Super City is located on the northeastern corner of North 
Stone Avenue and East Fourth Street, a few blocks north of 
the downtown business district. 1

1. E. Jerome McCarthy, Basic Marketing A Managerial 
Approach (Homewood, 111.: Richard D. Irwin, Inc., 1964),
p • 39 •
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Selecting a Location

"When the decision is made to open a discount depart
ment store in a city, the choice of a good location is most 
important to the success of the enterprise. Save-Co* s 
present location was not the original site chosen. Since 
this could not be acquired, the firm "shopped the town" in 
search of another equally good location.^ The present site 
was selected because it was at the intersection of two main 
streets and had a good potential as well.-* The manager of 
Fantastic Fair did not know how its original site had been 
selected, since he had held his position for only a few 
months. He did state, however, that Fantastic Fair had 
acquired P & S Mart's building and fixtures (P & S Mart was 
a discount department store in Tucson that went bankrupt), 
since they were favorable to Fantastic Fair's needs. Fed 
Mart also chose to use a building already built. "When its 
owner obtained a franchise from Fed Mart to operate a dis
count store in Tucson, he used his own building.̂  The 2 3 4 5

2. Interview with Mr, Jerome Rosenberg, manager of 
the Save-Co store in Tucson, Arizona, February 13, 1966.

3. Mr. Jerome Rosenberg, supra.
4. Interview with Mr. Dean Pasick, manager of Fan

tastic Fair in Tucson, Arizona,.February 16, 1966.
5. Interview with Mr. Soleng Tom, owner of the Fed 

Mart store in Tucson, Arizona, February 10, 1966.
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merchandise manager of Super City, who is the son of the 
owner and manager of the store, said that his father looked 
for a downtown location because rent in such areas was low 
and finally he selected the present location.^ In discussing 
the choice of a site for a store, only the manager of Save- 
Co mentioned the importance of location near or on important 
streets, a point which may be an important factor in the 
foregoing discussion.

One of the criteria that may be useful in evaluating 
a site for a discount house is the amount of traffic on a 
street. Traffic data provide an indication of the importance 
of the street or intersection and will, to a certain extent, 
predict the relative number of potential customers. The 
following figures give the number of vehicles that during a 
24-hour period pass through the intersection or along the 
specific street on which the four discount houses are located: 
North Craycroft Road and East Twenty-second Street (Fan
tastic Fair), 31,420 vehicles per day (count taken during 
September, 1965); North Craycroft Road and East Broadway 
Boulevard (Save-Co), 35,021 vehicles per day (count taken 
during September, 1965); East Fort Lowell Road and North Camp
bell Avenue (Fed Mart), 14,303 vehicles per day (count taken 
during February, 1965); and North Stone Avenue (Super City), 6

6. Interview with Mr, Ronald Cohen, merchandising 
manager and son of the owner and manager of Super City, Tucson, Arizona, February 17, 1966.



16,328 vehicles per day (count taken during November, 1965) 
Although Super City is located at an intersection, the inter
section is not of any importance and the number of vehicles 
using East Fourth Street would not make any significant 
difference in the total figures. As can be seen, these 
traffic counts were taken at different times of the year; 
therefore, they are not completely accurate as to the rela
tive importance of each location. They do, however, give 
some indication of the use of each street or intersection.

Although the use of the automobile is prevalent 
today, some people still must depend on public transportation. 
The accessibility of a store to persons using public trans
portation is another factor in the choice of a site. The 
following is a record of the number of busses that pass each 
of the four discount department stores every day: Save-Co,
96 busses; Fantastic Fair, 48 busses; Super City, 34 busses; 
and Fed Mart, 16 busses.®

Physical Plant
Save-Co is constructed of cinderblock painted in two 

muted colors; the design is plain. Two signs display the 
name of the store, one facing East Broadway, the other facing 7 8

7. Interview with Mr. Byron Newman, Traffic Engineer
ing Division, City of Tucson, Arizona, February 14, 1966.

•8. Interview with Mr. Harry Helterbran, Superintendent of Operations, Tucson Rapid Transit, Tucson, Arizona, February 25, 1966. .
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North Craycroft. The first stands on the covered walk in 
the front of the store. The second rises above the parking 
lot, so that all persons traveling on the two main streets 
can see it. The store*s one window is placed next to the 
entrance.9 Save-Co is surrounded on two sides by a 450 car

Inparking lot. Situated in the parking lot, at the inter
section of the two streets, is a building that sells gas and 
related items and provides automotive repair and maintenance 
as well.11

Fantastic Fair is constructed of cinderblock, tile, 
and tinted glass. Of all four discount department stores in 
Tucson, it has the most ornate design. Two protruding 
towers of tinted glass rise above the one-story structure.
On the larger tower is a colored neon sign depicting the 
name of the store; another such sign rises above the parking 
lot. Other than the two towers, there is no glass except 
for a few windows placed between them.^ a  parking lot with 
a capacity of 700 cars surrounds the store on three sides.^ 
In this lot stands a small structure which sells gasoline. 9 10 11 12 13

9. A survey of the Save-Co store in Tucson, Arizona, February 28,.1966.
10. Mr. Jerome Rosenberg, supra.
11. Survey of Save-Co, supra.
12. A survey of Fantastic Fair in Tucson, Arizona, February 28, 1966.
13. Mr. Dean Pasick, supra.
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Automotive repair and maintenance is done in a covered ex
tension of the main building.1̂

Fed Mart, constructed of cinderblock and wood, is a 
white painted building simple in design. The name of the 
store is painted on its front in large letters. In addition, 
the names of most of the departments are lettered on the 
front of the building. Another sign depicting the name of 
the store has been placed at an angle to the intersection, 
high above the parking lot, so that it can be seen from both 
East Fort Lowell Road and North Campbell Avenue. Windows 
cover the entire front of the store.^ A parking lot with a 
capacity of 300 cars lies on two sides of the building.^ 
Unlike the two previously described discount houses, Fed 
Mart has no other buildings.

Super City is built of brick and its design is plain. 
A large neon sign giving the name of the store rises above 
the roof. The name of the store is also painted on the 
exterior side wall. Super City is housed in what apparently 
are two adjoining buildings. Large panes of glass serve as 
the store’s front and extend partway around the side.*7 jl 14 15 16 17

14. Survey of Fantastic Fair, supra.
15. A survey of the Fed Mart store in Tucson, Arizona, March 1, 1966.
16. Mr. Soleng Tom, supra.
17. A survey of Super City in Tucson, Arizona, 

February 28, 1966.



parking lot with a capacity of 30 cars is separated only by
a store.18

The size of the stores varies. Save-Oo contains 
85,000 square feet. It is the only split level discount 
store in Tucson;19 everything except the offices is located 
on the ground floor.20 Fantastic Fair has 92,000 square feet 
in its building, and therefore is the largest discount depart
ment store in Tucson.21 Fed Mart has 32,000 square feet,22 
while Super City has only 30,000,23 which makes it the 
smallest discount house in the city.

Original construction cost of each store is another 
indication of how much emphasis was put on the place com
ponent. Comparisons can be made of three of the discount 
department stores studied since they were built at approxi
mately the same time. Save-Go had a construction cost of 
$7.50 per square foot,2* while Fed Mart's construction cost 
was $7.00.25 Although the manager of Fantastic Fair did not 
know its original construction cost, he said it was at least

18. Mr. Ronald Cohen, supra.
19. Survey of Save-Oo, supra.
20. Ibid.
21. Mr. Dean Pasick, supra.
22. Mr. Soleng Tom, supra.
23. Mr. Ronald Cohen, supra.
24. Mr. Jerome Rosenberg, supra.

Mr. Soleng Tom> supra.
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as much as Save-Co's.2^ The construction cost of the store 
occupied by Super City is not known, but since the building 
is approximately 46 years old, its construction cost could 
not in any event be used as a basis for comparison with the 
other three. One reason this particular site was chosen by 
Super City was the low rent charged for the building.2?
This would indicate that Super City's actual rent is low, 
relative to that of the other discount department stores.

Expansion
Since there were four discount department stores in 

Tucson at the time the research was performed, the author 
wanted to determine if any of them planned to expand its 
present facilities or build another store in the Tucson area. 
He discovered that Save-Co was planning to construct a new 
store on the north side of town. "When asked the reason, the 
manager said that Save-Co wanted to keep out competition.2® 
(No mention was made of giving better coverage of the poten
tial market.) Such a statement now seems ironic, since 
shortly after the study was completed, Globe Department Store 
(a discount department store) opened approximately one block 
from Save-Co1s present location. Fed Mart was also planning

26. Mr. Dean Pasick, supra.
27. Mr. Ronald Cohen, supra.
28. Mr. Jerome Rosenberg, supra.
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to construct a second store in Tucson. The new store, which 
is expected to be completed sometime in 1969, will be built 
on the south side of Tucson. Fed Mart chose the south side 
because there are no other discount department stores there 
at the present time, a situation which should make the ven
ture profitable. Furthermore, Fed Mart believed that 
another store located in that area would allow it to cover 
its potential market more adequately.^9 Neither Fantastic 
Fair, nor Super City, had plans involving any type of expan
sion. 50 One executive of Super City explained his store's 
status quo attitude by stating that Tucson could not support 
another discount house.51

The Discounters' Drawing Area
Except for the fairly close proximity of Save-Co and 

Fantastic Fair (approximately ten blocks) the discount de
partment stores are scattered throughout the Tucson area.
One might therefore assume that each store has its own trad
ing area; this, however, is not the case. Fed Mart's drawing 
area covers approximately three miles although according to 
information obtained from a survey carried out by Fed Mart, 
some customers come from as far away as Douglas and

29. Mr. Soleng Tom, supra.
50. Mr. Dean Pasick, supra. and Mr. Jerome Rosenberg, 

supra. . . .
31. Mr. Ronald Cohen, supra.
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Nogales.Save-Co had also used research to determine that 
the first three miles around the store contain the main core 
of its customers, although, again, many come from various 
parts of the Tucson area.53 Fantastic Fair's drawing area 
overlaps that of Save-Co, Interestingly enough, a great many 
of Fantastic Fair's customers are drawn from Davis-Monthan 
Air Force Base even though the base has a commissary that 
sells a variety of goods at substantial price reductions.
As with Save-Co, other customers come from various districts 
throughout the city. Fantastic Fair obtained this informa
tion by reviewing its credit applications and the coupons 
which customers redeem at the store.5* Super City seems to 
have the largest drawing area of all the discount department 
stores in Tucson. This area includes not only the city of 
Tucson but the surrounding territory as well, especially the 
mining communities. Super City obtained information concern
ing its trade area by observing and talking to the store's 
customers as well as reviewing the credit accounts.

32. Mr. Soleng Tom, supra.
33. Mr. Jerome Rosenberg, supra.
34. Mr. Dean Pasick, supra.
35. Mr. Ronald Cohen, supra.
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The Interior Design and Layout

As one enters Save-Co, he can see a sign next to the 
entrance which says, "Where better quality costs less or your 
money cheerfully refunded."56 One also sees a well lighted 
store with lowered ceilings and walls of painted clnderblock 
except for those which had to be constructed to separate 
selling from non-selling areas. Access to any department is 
easy— one need only look for large signs suspended from the 
celling above each department, telling the customers what 
goods may be found in each area. Just inside the door the 
customer can get a cart (identical to those used in super
markets) which can be used to carry conveniently most items 
he may want to purchase. Security lights have been placed 
in strategic locations throughout the store. Each device 
contains two flood lights atop a metal box, and if one can 
judge from the directions in which the various lights point, 
the entire store can be illuminated in an instant.^7 The 
exact operation of these security lights could not be ascer
tained. Save-Co is the only store which at the time of 
inspection had any visible signs of a fairly elaborate 
security system.

The layout of each discount department store is 
shown in Appendices B, C, D, and B. Each layout attempts

36. Survey of Save-Co, supra.
37. Ibid.



to show only the size of each department relative to that of 
all other departments. No attempt has been made to scale 
the actual size of each layout for direct comparison with 
the other three. Appendix B contains the layout for Save- 
Co. Note should be made that Save-Co1s layout makes use of 
the gridiron pattern.38 Discounters might be expected to 
use this type of layout because it is conducive to low build
ing costs as well as minimum total space requirements.39 
Although Save-Co has used different layouts in the past, the 
one in use at the present time has proved the most satis
factory. In using this layout, Save-Co places near the 
entrance the stronger appealing items as well as items sold 
at a lower price yet having a higher than average margin. 
Groceries and other related items are placed in the rear of 
the store, an arrangement which forces the customer to walk 
through several other departments. In other words, Save-Co 
feels that this layout is the best for directing traffic 
through the store.̂ 0

Upon entering Fantastic Fair, the shopper again sees 
a well-lighted building with lowered ceilings. The majority 
of the interior walls are covered with plaster or painted

38. The gridiron pattern is a rectangular arrange
ment of fixtures and aisles in a more or less repetitive pattern.

39. Brown and Davidson, op. cit., p. 118.
40. Mr. Jerome Rosenberg, supra.

75



76
wood. In most departments signs stating the category of 
merchandise sold either hang from the celling or are placed 
on the wall. There is no uniformity in the size or design. 
This variation is probably due to the fact that all depart
ments in Fantastic Fair are leased.Appendix . 0 contains 
the layout for Fantastic Fair. At the time the survey was 
taken, the Men*s and Boy's department (clothing) was being 
completely remodeled and no merchandise was available for 
sale. At the same time a Do-It-Yourself Building Supply 
department was being built.^ Again the gridiron pattern 
was utilized. When asked why this specific layout was used, 
the manager of the store gave a vague answer but seemed to 
be implying that the first leasees that made the best deal 
got the location which they desired.

Entering Fed Mart, the shopper once more sees a 
well-lighted building with lowered ceilings. Unlike the 
other discount department stores in Tucson, Fed Mart makes 
use of the natural sunlight that comes through the spacious 
windows across the front of the store. Hanging from the 
celling are signs guiding the customers to the desired de
partments. Carts are made available at the front of the 
store. The interior walls are painted a variety of

41. Survey of Fantastic Fair, supra.
42. Mr. Dean Pasick, supra.
43. Survey of Fantastic Fair, supra.



colors.^5 Like Save-Co*s, the layout of Fed Mart (as shown 
in Appendix D ) was planned. The owner of the store said 
that the layout in use allows the greatest amount of mer
chandise to be displayed at the least cost. Demand products 
are put in the back of the store while impulse items are 
placed up in front. This arrangement channels traffic to 
the back of the store via the impulse goods.45

Super City too has lowered ceilings and is well 
lighted. Although the entire front and part of the side of 
the store are glass, sales Information and brand names cover
ing most of its surface prevent the utilization of natural 
sunlight to illuminate the store. Super City is the only one 
of the four which does not have carts available for its 
customers; however, carts are not so important since Super 
City is not a full-line discount department store. The in
terior walls are plastered, although in this instance the 
plastered walls are probably not an indication of any em
phasis on the place component since the building has been 
standing for many years. Except for Save-Co, Super City is 
the only discount department store that has any visible signs 
of a burglar-proof device. Curved mirrors are placed at 
various points around the store to enable the employees to

45. Survey of Fed Mart, supra.
46. Mr. Soleng Tom, supra.
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detect shoplifting.47

Even though Super City is small, it keeps a great 
many products available for sale; as a result, its appear
ance is quite cluttered. Except for the grocery department 
in Fantastic Fair,^® Super City’s layout (as shown in Appendix 
E) was the only one that was cluttered and had a rather 
"junky" appearance.^9 The reason Super City was using this 
layout is what the merchandising manager called the "efficien
cy of merchandise."50 By this term he meant the display of 
a maximum amount of merchandise in a minimum area.5̂  Essen
tially, this is nothing more than the gridiron pattern.
Another reason Super City uses this particular kind of lay
out is to deter shoplifting; it enables the store to cut 
down on the amount of goods stolen each year. The last 
reason for using the specific layout is its convenience for 
directing traffic. The placing of demand goods at the rear 
of the store forces customers to walk through the area that 
contains the impulse goods.52

47. Survey of Super City, supra.
48. Survey of Fantastic Fair, supra.
49. Survey of Super City, supra.
50. Mr. Ronald Chen, supra.
51. Ibid.
52. ibid.
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Bach discount department store visited had music 

playing for the entertainment of the customers. All except 
Super City had music coming from speakers placed in differ
ent parts of the store.53 Super City has not gone to the 
expense but rather had turned on a radio which was on dis
play. Since the store is small, the radio could be heard 
throughout the building.

Shopping Hours
The store hours for each discount department store 

are almost identical, as shown in Table

TABLE III

SHOPPING HOURS AT DISCOUNT DEPARTMENT STORES 
IN TUCSON, ARIZONA

Super City's hours - Fantastic Fair's hours
Mon. - Frl. 9 - 9 Mon. - Fri. 1 0 - 9Saturday 9 - 6 Saturday , 1 0 - 7Sunday 12 - 5 Sunday 1 0 - 6

Fed Mart’s hours Save-Co's hours
Mon. - Fri. 1 0 - 9 Mon. - Fri. 1 0 - 9Saturday 9 - 9 Saturday 1 0 - 7
Sunday 1 2 - 5 Sunday 10 - 6

53. Survey of Save-Co., supra: Survey of Fantastic 
Fair, supra: and survey of Fed Mart, supra.

54. Survey of Super City, supra.
55. Survey of SuperCity, supra; survey of Fantastic 

Fair, supra: survey of Fed Mart, supra: and survey of Save- Co, supra.
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Fed Mart, Save-Co, and Fantastic Fair are open a total of 72 
hours each week while Super City is open for 77 hours. The 
real difference is that Super City opens one hour earlier 
on weekdays than the other discount department stores.

Checkout Stands
In each discount department store there is more than 

one area where checkout stands are situated. At Save-Co 
most of the checkout stations are near the exit. At this 
point there are thirteen cash registers; two of them are 
"fast lanes" which are used by customers who have six items 
or less. All leased departments (snack bar, watch repair, 
and optical) have their own cash registers. Some of Save- 
Co 1s own departments also have their own checkout stations. 
These take care of jewelry, cosmetics, and liquor purchases^ 
and serve both to accommodate the customer and help prevent 
theft.57

Fantastic Fair has checkout stands in each department. 
This arrangement is necessary because all departments are 
leased and are, therefore, separate from each other both in 
operation and ownership.58 fed Mart has three separate areas 
in which there are cash registers. Five checkout stands are

56. Survey of Save-Co, supra.
57. Mr. Jerome Eosenberg, supra.
58. Mr. Dean Pasick, supra.
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at the front of the store, where most goods are paid for. A 
cash register is in the camera department for the convenience 
of the customer. Another has been placed in the pharmacy 
both to meet the convenience of the customer and to facili
tate operations, since the pharmacy does not have the same 
hours as the rest of the store.59

Super City has five cash registers located in 
various parts of the store. The liquor, sporting goods, and 
camera departments all have their own cash registers. Another 
is located at the front of the store where merchandise from 
all other departments is paid for if the purchase is made 
with cash. The last cash register is at the back of the 
store in the office area; here checks are cashed and all 
credit operations handled. At this station a special machine 
is set up to take a picture of every person who cashes a 
check. An executive of the store stated that there were two 
main reasons for having five cash registers; one, customer 
convenience; the other, help in preventing goods from being
stolen.Go

Independent or Chain Member
Although many customers of the four Tucson discount 

department stores believe that they are shopping at locally

59. Mr. Soleng Tom, supra.
60. Mr. Ronald Cohen, supra.
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owned and operated stores, such is not the case. Fantastic 
Fair is the only one that is not a member of a chain,;
Save-Oo is a member of a chain of approximately 800 retail 
stores, although only six have the name Save-Co.^2 Fed Mart 
is a member of a chain of 30 stores.^3 Super City is also a 
member of a chain; there are five stores in the chain owned 
by Mr. Cohen's father.^

Refrigeration or Evaporative Cooling
All four stores use some form of air conditioning. 

Super CltyGS and Fantastic Fair^6 use evaporative cooling 
while Fed Mart^7 and Save-Co^® have gone to the expense of 
equipping the store with refrigeration.

61. Mr. Dean Pasick, supra.
62. Mr. Jerome Rosenberg, supra.
63. Mr. Soleng Tom, supra.
64. Mr. Ronald Cohen, supra.
65. Ibid.
66. Mr. Dean Pasick, supra.
67. Mr. Soleng Tom, supra.
68. Mr. Jerome Rosenberg, supra.



CHAPTER V

THE DISCOUNT DEPARTMENT STORE'S USE OP THE 
PRODUCT COMPONENT OP THE MARKETING MIX

Product has been defined as the "selling of satis
faction, use, and/or profit expected from the purchase of the 
p r o d u c t . T h e  definition of product used here covers what 
E. Jerome McCarthy describes as "total product," a concept 
which includes everything needed to bring satisfaction and 
utility to the ultimate consumer.^ Each discount department 
store has to make a decision as to how far it will go towards 
offering a "total product."

The Number of Brands Carried
All four discount department stores in the study 

carry major brands. Save-Co, for example, originally carried 
a limited number of brands for each product type,3 a policy 
typical of discount houses in the early days of discounting. 
At present Save-Co attempts to carry all of the major brands. 
Por example, in small appliances it originally carried eight 1

1. McCarthy, op., cit., p. 314.
2. For a discussion of "total product," see Chapter

3. Mr. Jerome Rosenberg, supra.
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brands; today it has revised its policy so that it can offer

4the public all of the major brands for each product class.
The discounter can accomplish a better coverage of the market 
by carrying a greater variety of brands.5

Fed Mart, on the other hand, still carries a product 
line quite similar to that of the early discounters. This 
discounter offers a very limited number of brands (3 or 4) 
for each product class and for some classes, only one. When 
the food department, for example, carries a private brand, 
usually it carries only one nationally branded item of the 
same product class.^ Whereas Save-Co tries to appease the 
brand desires of the entire market, Fed Mart is trying to 
offer the same basic products without incurring the higher 
inventory cost associated with a wider assortment.

Super City follows a policy similar to that of Fed 
Mart. The company does not want any product class to be too 
thin.7 One may assume that Super City intends to carry a 
few brands for each product type so that the customers will 
have some sort of variety from which to choose. As one 
executive explained, such a policy has been adopted because 
Super City is doing a big job for each manufacturer. Super

4. Ibid. 5. Ibid.
6. Mr. Soleng Tom, supra.
7. Mr. Ronald Cohen, supra.
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City would rather sell a large amount of goods for a few 
manufacturers than sell a small amount of goods for a great 
many.8 By following the present policy. Super City has been 
able to elicit loyalty and good service from the manufactur
ers.9

Fantastic Fair has no policy concerning the number 
of brands to be carried within each product class. This is 
understandable since the leasing of every department makes 
the manager of Fantastic Fair resemble a landlord of a number 
of small discount specialty stores under one roof.^ Each 
department, therefore, makes its own policy.

The Number of Lines Carried
Fantastic Fair has developed a policy concerning the 

number of different lines to be carried. Since each depart
ment is leased, there would be a conflict if more than one 
carried the same product.1* In order to solve this potential 
problem. Fantastic Fair has a policy which provides that 
there can be no overlaps of products between departments.1^

Super City has no policy concerning the number of 
different lines to be carried, although the merchandising 
manager said that different lines of different grades are * 10 11

8. Ibid. 9. Ibid.
10. Mr. Dean Pasick, supra.
11. Ibid’ 12. Ibid.
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carried in order to sell the up-graded items.*^ When a 
customer comes into the store to buy an inexpensive product, 
the salesman will try to sell a better and, naturally, more 
expensive item. Fed Mart also has no specific policy; how
ever, the owner stated that only the best line or grade is 
carried. He cited as an example the fact that only U.S.D.A. 
Choice meat is sold in the store.^

Save-Co, like Fantastic Fair, has a policy on the 
number of different lines to be carried. Save-Co*s policy 
is to carry slightly upgraded products. Accompanying the 
upgraded products are higher price lines.*5 Apparently Save- 
Co feels that its clientele comes basically from the middle- 
income brackets who not only want better merchandise but can 
afford to buy it.

Table IV gives a listing of all the product or ser
vice categories carried by the four discount department 
stores. From the table, one can see that Save-Co carries 33 
different categories of products; this is more than any 
other discount department store in Tucson. In second place 
is Fantastic Fair with 31 categories; Fed Mart carries 25 
while Super City, with 17, carries the least number of 
product categories. 13 14 15

13. Mr. Ronald Cohen, supra.
14. Mr. Soleng Tom, supra.
15. Mr. Jerome Rosenberg, supra.
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TABLE IVa

PRODUCT AND SERVICE CATEGORIES CARRIED BY 
"DISCOUNT DEPARTMENT STORES IN TUCSON

Department Save- Fantastic Fed Super
- Co . Fair Mart City

Food X X X
Liquor X X X X
Men/Boys clothing X X X
Linens & draperies X X X
Sporting goods X X X X
Major appliances X X X X
Radios, TVs, Hi-Fis X X X X
Records . X X X X
Toys X X X X
Garden furniture X X X X
Nursery X X
Auto center X X
Housewares X X X X
Hardwares X X X X
Pharmacy X X X
Drugs--sundries X X X
Beauty shop X
Dry cleaning X
J ewelry X X X X
Automotive supplies X X X X
Shoes X X X
Millinery X X X
Ladies-ready-to-wear X X X
Children's wear X X X
Infant's furniture X X X X
Cameras X X X X
Credit X X X
Optometrist X
Bakery X
Insurance X
Books & cards X X
Snack bar X XLuggage X X X XBedding XWatch repair X XOffice furniture XPaint, related items X X X X

a. Survey of Super City, supra; survey of Fed Mart, 
supra; survey of Save-Co, supra: and survey of Fantastic Fair, supra.



Selecting and Purchasing Products
Selecting new products to be carried in a store can 

be a difficult and complex task; Fed Mart probably has the 
most advanced or sophisticated procedure. As was stated in 
Chapter IV, Fed Mart is a member of a chain of 30 discount 
houses. The central office classifies the products into 
various departments, such as hardware. All hardware depart
ments throughout the chain are grouped together and one man 
is responsible for selecting and purchasing all the items 
they c a r r y . Such a method may be advantageous. A chain 
can well afford to pay a buyer who is specialized and ex
perienced in one product area. The results of his effort, 
coupled with his knowledge, are probably more effective than 
if each store manager or some one at the local level had to 
buy the products. Flexibility has been built into the sys
tem. Since the chain is spread over a wide area, the buyer 
of each department can not possibly know the local needs of 
each section; therefore, when a local store finds that a 
product is demanded by the customers, it puts in a request 
to the buyer. If the product has potential throughout the 
chain, the buyer will purchase. If, however, the demand is 
entirely local, he will give the store permission to buy lo
cally; this is the only time local purchasing is permitted.*7 16 17

8 8

16. Mr. Soleng Tom, supra.
17. Ibid.
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Save-Co, although It Is also a member of a chain, 

does not have a specific procedure for selecting and purchas
ing new products. It operates in a manner quite similar to 
that of many locally owned conventional department stores. 
Each department of Save-Co has its own buyer. Intuition and 
experience are the basis for his decisions.1®

Although Super City does not have any procedure for 
selecting new products, there are some rules of thumb ob
served. 'When the merchandising manager looks for a new 
product, he tries to determine whether or not it can be sold 
in volume. The determination of the volume is a result of 
the intuition of the merchandising manager. Although ex
ceptions are made, the product must have at least a 20 per
cent markup. The merchandising manager of Super City gave 
two instances of how he decides what items should be pur
chased. When he realized that no store in Tucson was selling 
office furniture and equipment at discount prices, he felt 
there might be a good potential market for these items in 
Tucson if they were sold at discount prices. Since there 
was enough room in the store (at the time of the interview 
the area now used for office furniture was bare) to accom
modate the new products, the manager decided to add the new 
line.^ (At the time the survey was taken most of the office 18 19

18. Mr. Jerome Rosenberg, surra.
19. Mr. Ronald Cohen, surra.



furniture was in but had not been unpacked.) Super City has 
high hopes for the new product line,20 and, as one can see 
from Appendix E, has devoted approximately one-fourth of the 
selling area to it. In the other instance, the manager also 
relied on intuition. A salesman came into Super City selling 
painted waste paper baskets. The merchandising manager 
thought that they would sell, and since the cost of the 
waste paper basket was low enough to allow a sufficient mar
gin to be realized, he placed an order for the product.21 

Since Fantastic Fair does not operate any of its 
departments, it does little purchasing except supplies 
necessary to maintain the building and operate the office.
All products sold in Fantastic Fair are purchased directly 
by the departments in which they are sold. Conventional re
tailers lease the various departments, and it is assumed 
that the purchasing procedure or activity is identical to, 
or combined with, that of the "orthodox" retailer in
charge.22

Sources of Supply
Inherent in the problem of purchasing is the source 

from which discounters obtain goods. All of Fed Mart's 
products come from Fed Mart's central warehouses, located in 20

20. Ibid. 21. Ibid.
22. Mr. Dean Paslck, supra.
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Houston and San Diego.23 The only exceptions are a few 
products which the store has received permission to purchase 
locally; these account for only a very small percentage of 
the total stock carried. All of the bread and milk sold in 
all Fed Mart stores in Arizona comes from Phoenix. Because 
of the nature of these products smaller distribution points 
have been set up in various areas

Although Save-Co is a member of a chain of discount 
department stores, it receives the majority of its" products 
direct from the manufacturer. All food items are obtained 
from a co-operative wholesaler; meat, bread, and some dairy 
products are received direct from the processor in Tucson.25 
Super City obtains approximately half of its products direct 
from the manufacturer; the other half is obtained from whole
salers. 26 Since Fantastic Fair is a totally leased opera
tion, the sources of supply for the various departments 
could not be determined.2?

Private Branding
Some discounters are now offering private brands on

23. Mr. Soleng Tom, supra.
24. Ibid.
25. Mr. Jerome Rosenberg, supra.
26. Mr. Ronald Cohen, supra.
27 Mr. Dean Pasick, supra.
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some of their products, and three of the four discount de
partment stores in Tucson are engaged in such a practice.
Fed Mart uses private brands on many of its basic products. 
Private brands are carried in the grocery, liquor, sundry, and 
automotive departments. One department, liquor, carries 
nothing but private brands.28 Fed Mart went into private 
branding for several reasons. First, it is one way to get
around fair-trade; second, although products which have 
private brands are priced lower than the nationally branded 
items, the margin is higher; third, private branding is one
means of obtaining repeat business. If a private-branded
product is liked by the customer, he will presumably return 
to purchase the product again.^9 it is not known what per
cent of Fed Mart's sales are realized from the private-
branded products. The following is a list of products that 
have private brands:^

liquor (all brands)
batteries (auto)
tires
oil (auto)
oil filters
seat belts
soap
tissue paper 
coffee

oil (cooking)
flour
oleo
milk
ice cream 

* potato chips 
powdered milk 
tea
canned milk

bread 
bleaches 
detergents 
mouthwash 
toothpaste 
vitamins 
razor blades 
shaving lotion 
shaving cream

One will notice that all private-branded products can be con
sidered basic necessities for most families. This necessity

28. Mr. Soleng Tom, supra.
29. Ibid. 30. Ibid.



serves as the basis for choosing what products will be 
private-branded.31

Save-Oo has private brands in the food, drug, and 
clothing departments only. Although the percent of total 
sales that comes from private brands is small, the manager of 
the store would not make available a list of products that 
have them. Price was stated as the reason for using private 
brands since they are priced lower than manufacturers' brands 
even though margins for private brands are usually higher.32

Although Fantastic Fair leases all of its depart
ments, private brands are sold in the food department. A 
list of the private-branded items could not be secured nor 
could it be ascertained why this particular department 
decided to use them.^3 Super City, although a member of a 
chain, is the only discount store in Tucson that does not 
carry private brands; Super City relies on manufacturers' 
brands alone to draw customers into the store.34

Operating or Financial Structures
In the four discount department stores in Tucson one 

observes the whole gamut of operating or financial structures. 
At one end is Fantastic Fair. This store leases all

31. Ibid.
32. Mr. Jerome Rosenberg, supra.
33. Mr. Dean Pasick, supra.
34.
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departments and, as has been noted, the manager of the store 
acts as a landlord. Fantastic Fair does not want to get 
Involved in all of the problems of merchandising. Bather it 
desires to do nothing more than carry out promotional 
activities, lease space, and in return receive rent and a 
percent of the gross sales.55

Save-Co is in the middle of the gamut; some depart
ments are leased and some are operated by the firm. Save-Co 
leases out the snack bar, watch repair, and optical depart
ments because the company has no knowledge of how to run
them and, also, no desire to run them. The snack bar and

:
optical departments are not actually necessary to the opera
tion of the discount department store, but rather are offered 
as a service to the customer.36

Fed Mart and Super City complete the gamut of opera
tions. Neither store leases any of its departments. Fed 
Mart wants to keep complete control over its operation and 
profits,37 and Super City operates all of its departments 
for this same reason.58

The Number of Items Carried
The number of items carried by each of the four

35. Mr. Dean Pasick, surra.
36. Mr. Jerome Rosenberg, surra.
37. Mr. Soleng Tom, surra.
38. Mr. Ronald Cohen, surra.
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discount department stores varies. Save-Co carries approxi
mately 100,000.^9 The number of items carried by Fantastic 
Fair is not known; however, the manager estimated that it 
carries more than Save-Co.^0 Fed Mart carries 18,000 to 
20,000 i t e m s . T h e  merchandising manager of Super City did 
not know how many items are carried in stock, but he said he 
would "take a wild stab and say 1,000.

Control Systems
As one might expect, Super City's control system 

leaves a great deal to be desired. It consists mainly of 
the merchandising manager's walking around the store and 
visually determining what items are not moving or what 
products need to be reordered.^3 Save-Co uses a more 
sophisticated system, although it is not as fully automated 
as those of the other stores. This system combines optical 
scanning, cash register receipts, and a stock control book. 
By using these three methods, Save-Co is able to keep 
adequate control over the stock.^

39. Mr. Jerome Rosenberg, supra.
40. Mr. Dean Pasick, supra.
41. Mr. Soleng Tom, supra.
42. Mr. Ronald Cohen, supra.
43. Ibid.
44. Mr. Jerome Rosenberg, supra.
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Fantastic Fair of itself does not have a control 

system, for each department has its own control procedures.^ 
Fed Mart does have a control system. All goods are broken 
down into product categories that serve as the basis for Fed 
Mart's "order system." Every thirty days the records are 
reviewed and a purchase order is placed for the items in 
which the stock was low. This same review also enables the 
manager to see which items are not moving.^6

Services
Discount stores have, in part, been able to reduce 

prices by offering fewer services than conventional retailers. 
Table V shows which discount department stores offer what 
services. Most parts of Table V are self-explanatory; how
ever, some need clarification. As one can see, all four 
discount department stores offer installation; three of the 
stores offer this service without charge. Both Save-Co and 
Fantastic Fair do the installation themselves. Although the 
Fed Mart store does not charge extra for this service, in a 
manner, it sub-contracts it. For example, if a customer were 
to buy a Zenith television set from Fed Mart, Fed Mart would 
contact the Zenith dealer in Tucson and arrange to have him 
pick up the set, deliver it, and install it at the customer's

45. Mr. Dean Pasick, supra.
46. Mr. Soleng Tom, supra.
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TABLE Va

SERVICES OFFERED BY DISCOUNT DEPARTMENT 
STORES IN TUCSON

Save- Fantastic Fed Super
Service Co Fair Mart City

Installation X X X XC
Delivery- X X X XC
Return privileges X X X X
Telephone orders X
"Will call"/lay-away X X X
Trade-ins . X X
Cashing checks 
Wrapping

X X X X
Servicing (repairing) X
Guarantees. XC X X XCCredit X X X

Key: X - service is offered
0 - there is a charge for this service

a. Mr. Soleng Tom, supra; Mr. Ronald Cohen, supra: 
Mr. Jerome Rosenberg, supra: and Mr. Dean Pasick, supra.



house.^ Super City follows the same “sub-contract" policy 
as red Mart but charges extra for this service.^®

All four stores allow return privileges. Super 
City's policy on returning goods is as follows: if an item
has been purchased and the customer changes his mind, the 
store may take it back; if the package has been opened, the 
store rarely takes it back; and if the product has been used, 
the store never takes it back. Although such a policy is 
strict, the merchandising manager said that the policy has 
worked well.^9 Fantastic Fair is the only store that takes 
telephone orders, and then only in some departments.

All four discount department stores cash checks for 
customers. Fed Mart limits the amount of the check to the 
dollar value of the purchase.®^ At Super City checks can be 
cashed at only one cash register and only after a picture 
has been taken of the customer cashing the check.

Primarily because the cost of the operation would be 
too expensive. Fed Mart is the only discount department 
store in Tucson that does not offer some type of credit * •

47. Ibid.
48. Mr. Ronald Cohen, supra.
49. Ibid.

• 50. Mr. Dean Pasick, supra.
51. Mr. Soleng Tom, supra.
52. Mr. Ronald Cohen, supra.

98



service to its customers.Super City offers a credit 
program which it calls "E Z Terms." When a customer makes a 
purchase from Super City on credit. Super City sells the 
account receivable to a finance company for the total face 
value. The finance company then collects the face value, 
plus service charge, from the customer.5^

Save-Co offers credit which is similar to a condi
tional sales contract. Once an account receviable has been 
established, Save-Co discounts it to a finance company.^5 
As with all factoring, the retailer does not have to cope 
with the problems of operating a complete credit department 
and can achieve a faster turnover in his working capital. 
Save-Co is forced to offer credit because it stocks many 
"big ticket items" (products that sell for a substantial 
amount of money) which customers could not afford unless 
some type of credit were made available.

Fantastic Fair offers what it calls "instant credit." 
This credit is similar to that offered by Save-Co in that it 
is discounted to a finance company. The main difference is 
that Fantastic Fair’s credit is instant; all that is needed 
to open an account is to show evidence that credit has

53. Hr. Soleng Tom, supra.
54. Mr. Ronald Cohen, supra.
55. Mr. Jerome Rosenberg, surra.
56. Ibid.
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already been granted, such as a credit or charge card. When 
asked why Fantastic Fair offers credit, one executive stated 
that It Is essential In Tuscon because this city Is a "credit
town."57

Space Ratio
Approximately 75 per cent of Save-Oo's total area Is 

devoted to selling; the rest Is used for warehousing and 
office space.58 The ratio for Fantastic Fair Is approxi
mately 70 per cent to 30 per cent,59 while Super City's ratio 
Is estimated at 67 to 33 per cent.6° Fad Mart's ratio Is 
approximately 90 per cent to 10 per cent,^1 A high percent
age of total space alloted to non-selling activities 
generally tends to Indicate a high degree of specialization 
In the store. Also, the greater amount of non-selling space 
Implies more customer service activity.52

Popular Departments
In each of the discount houses that carry groceries,

57. Mr. Dean Paslck, supra.
58. Mr. Jerome Rosenberg, supra.
59. Mr. Dean Paslck, supra.
60. Mr. Ronald Cohen, supra.
61. Mr. Soleng Tom, supra.
62. Davidson and Brown, op. clt.. pp. 127-8
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the food department was cited as top selling.^ At Fantastic 
Fair, food and appliances were both cited.^ The auto supply 
department is Super City's top-selling department.^5 The 
apparent deviation from the other discount houses can easily 
be explained by the fact that Super City does not carry any 
grocery products.

Fair Trade Products
One of the major decisions that a manager of a dis

count store must make is whether or not he will carry fair- 
traded products. Although fair-trade could be more ap
propriately placed in the chapter on price (Chapter VII), a 
discussion is necessary at this point to indicate the effect 
of this decision on the composition of the product line. 
Approximately 90 per cent of Super City's merchandise carries 
nationally famous brand n a m e s b e t w e e n  10 to 20 per cent of 
the revenue results from sales of fair-traded products.
Super City gambled and offered fair-traded products at sub
stantial reductions; consequently, three manufacturers are 
currently engaged in the legal process of preventing the

63. Mr. Soleng Tom, supra: Mr. Jerome Rosenberg, 
supra: and Mr. Dean Pasick, supra.

64. Mr. Dean Pasick, supra.
65. Mr. Ronald Cohen, supra.
66. Ibid.



102

store from selling their products for less than the estab
lished list price.67

Fantastic Fair also carries fair-traded products but 
has not taken the ill-fated path of Super City. Believing 
that the existence of an acute demand for necessary products 
or brand names leaves the discounter no choice, Fantastic 
Fair carries fair-traded products in the drug, liquor, and 
cosmetics departments.^® For example, Fantastic Fair's 
liquor department carries Hiram Walker's Ten High (a fair- 
traded bourbon) for the fair-trade price of §4.19. Save- 
Co's practice is similar in that it is forced to carry fair- 
traded products because the public demands these specific 
items. The public and the laws leave Save-Co no alternative 
but to carry the fair-traded items at fair-traded prices.70

Fed Mart carries fair-traded products, although 
fewer than any other discounter in the group, but never sells 
at the fair-traded price. It feels that customers are 
generally willing to buy a good substitute if there is a 
reduction in price. It is this principle that caused Fed

67. Ibid.
68. Mr. Dean Fasick, supra.
69. Survey of Fantastic Fair, supra.
70. Mr. Jerome Rosenberg, supra.



Mart to adopt the policy of carrying only private brands on 
some items.71
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CHAPTER VI

DISCOUNT DEPARTMENT STORES' USE OF THE 
PROMOTION COMPONENT OF MARKETING MIX

Promotion has been defined as any method of com
munication that tells the customers about a firm's marketing 
mix. It consists of three activities: advertising; sales
promotion; and personal selling.1

Advertising
Advertising has become the most important method of 

informing consumers what products can be bought and where 
they can be purchased, but also of creating a demand for 
various products. One need only look at the increase in 
expenditures during the last two decades to get some idea of 
the growing importance of advertising. Between 1946 and 
I960, advertising expenditures in the United States rose 
from slightly over #3,000,000,000 to approximately #12,500,. 
000,000. It is estimated that by the early 1970's approxi
mately #20,000,000,000 will be spent on advertising each 
year.1 2

1. For a complete discussion of promotion, see 
Chapter III.

2. McCarthy, o]3. cit., p. •698.
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Advertising is a very important factor in the con

sumer goods market;5 it began to increase in importance at 
approximately the same time that discount houses were becom
ing a major institution within the retailing industry. As 
discounting grew, discounters used advertising at an in
creasing rate. Many of the full-line discounters began to 
advertise to such an extent that they were becoming known as 
promotional department stores.

The use of advertising has become a "must" for most 
retail institutions of today. Ironically enough, one dis
count department store in Tucson, Fed Mart, has profited by 
terminating all advertising activities. Although such a 
reversal of policy could be considered fatal in today's 
market, it has proved extremely beneficial to Fed Mart; 
sales in this store last year Increased approximately 33 per 
cent.*

The basis for Fed Mart's reversal of policy was 
explained as follows. Until a little over a year ago, Fed 
Mart used advertising extensively to attract people into the 
store. The owner stated that in his own mind he could not 
rationalize this expense; he considered the cost of advertis
ing unnecessary and felt, therefore, that it could be

3. Ibid., p. 700.
4. Mr. Soleng Tom, supra.
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eliminated.^ Apparently the basis for his decision was 
concern for the profit of his operation. He further ex
plained that Fed Mart's drawing area was much smaller than 
that covered by the advertising media employed, and the 
discrepancy resulted in a waste of advertising funds. The 
owner requested and received permission from Fed Mart head
quarters to experiment with a "no advertising" policy. When 
asked why this unorthodox approach has proved so successful, 
he was at a loss for an explanation. He surmised, however, 
that word-of-mouth publicity concerning Fed Mart's honesty, 
dependability, and consistency of prices played a major role 
in the increased sales.^

All three other discount department stores in Tucson 
use advertising. Save-Co believes its needs are best met 
by the following media: newspapers, direct mail, outdoor
(bus-stop benches), and circulars, or what Save-Co calls 
"publications." Newspapers and publications are the two 
media most heavily relied on. The publications are sent to 
those people who live in the surrounding area since they 
are the hard-core customers. Newspapers are used to draw 
people from other parts of town into the store and to in
crease the advertising coverage to those people who receive 
the publications.7

5. Ibid. 6. Ibid.
7. Mr. Jerome Rosenberg, supra.
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In determining its advertising "budget, Save-Co uses 

the per cent of sales method. Although this method has 
several shortcomings,® Save-Co justifies its use because it 
allows the cost of advertising to be determined in a con
tinually self-adjusting manner. An executive of the store 
explained that since discounters operate on a low margin, it 
is imperative to keep expenses low; the per cent of sales 
method is thus an excellent way to prevent advertising 
expense from advancing above the desirable and profitable
levels.9

Fantastic Fair, utilizing a broader advertising mix 
than does Save-Co, employs the following media: radio, tele
vision, newspapers, bill-boards, circulars, and magazines. 
The last medium is a catch-all including such items as year
books and booklets printed by the Tucson Chamber of Commerce 
The manager of Fantastic Fair feels that newspapers and 
circulars are the two most valuable media; therefore, they 
consume a major portion of the store's advertising budget. 
Although newspapers and circulars are used most frequently. 
Fantastic Fair advertises in most of the available media to 
insure good coverage of the entire potential market.^

8. For a discussion of the per cent of sales 
method's shortcomings, see Chapter III.

9. Mr. Jerome Bosenberg, supra.
10. Mr. Dean Pasick, supra.
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The advertising budget for Fantastic Fair is deter
mined by the use of what the manager called the "goal- 
directed" method. "When he explained his reason for using 
this method, the writer discovered that actually he was 
employing the per cent of sales method. Once the advertis
ing allotment has been established, it is broken down 
according to the advertising needs for various seasons, 
occasions, or special events.11 In essence, the determina
tion of Fantastic Fair's advertising budget is not unlike 
that of Save-Go.

Super City advertises only in newspapers. Since 
Super City's drawing area is large, the merchandising manager 
feels that newspapers provide adequate coverage of the 
market at a relatively low cost. Here again the per cent of 
sales method is used to determine the advertising budget.
The merchandising manager justified the use of this method 
by stating that in an operation such as Super City's cost 
must be closely watched and that this method does not allow 
advertising expenses to climb above an established figure 
relative to sales. Of the three discount department stores 
in Tucson that advertise, only one would disclose both the 
absolute and the per cent of sales amount of advertising.1^ 11 12

11. Ibid.
12. Mr. Bonald Cohen, supra.
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Super City’s advertising budget is approximately 2.8 per 
cent of sales or #2,000 to #3,000 per month. This figure 
was arrived at after years of experience. The merchandising 
manager stated that the advertising figure must never go 
above 3 per cent of sales.13

Super City is the only discount department store in 
Tucson that employs an advertising agency. This agency, 
Weerstein-Trustman, plans the layout of the advertisements 
and purchases the necessary space from the newspapers, ill 
other advertising activities are handled within the discount
ing firm. Both the owner and manager of Super City are 
responsible for the advertising activities.1^ They decide 
upon the items to be advertised as well as the frequency and 
size of the ads. At times, however, the employees of each 
department are consulted to see which items they think 
should be promoted. Approximately 20 per cent of the 
owner’s and merchandising manager's time is devoted to 
advertising activities.15

Its membership in a chain of discount houses is an 
important factor in Save-Co's advertising. All advertising 
activities are handled by the firm's central office. The 
manager of the store has the responsibility of coordinating 
with the central advertising department so that the * 15

13. Ibid. 14. Ibid.
15. Ibid.
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advertisements will reflect the local store’s projects and 
objectives. Approximately 20 per cent of the manager’s time 
is devoted to the coordination of advertising activities.^

Fantastic Fair organizes its advertising activities 
differently from the other discount department stores. The 
manager not only is responsible for but carries out all of 
the advertising activities. For very special events he uses 
an advertising agency. He estimated that 25 per cent of his 
time is devoted to advertising. Unlike the manager of Save- 
Co, the manager of Fantastic Fair gave some indication of 
the size of the advertising budget. It ranges, he said, 
from approximately $10,000 to $20,000 per month.17

Sales Promotion
Sales promotion is another aspect of the promotion 

component of the marketing mix. The use of sales promotion 
by each of the four discount department stores varies. 
Fantastic Fair does not have any policy on the use of point- 
of-purchase displays. Since each department is leased, each 
has its own p o l i c y . A s  one might expect, the use and 
appearance of point-of-purchase material are inconsistent. 
Many of the signs seen by the writer consisted of nothing 16 17 18

16. Mr. Jerome Rosenberg, supra.
17. Mr. Dean Pasick, supra.
18. Ibid.
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more than hand-printed words on heavy cardboard. In the 
grocery section all signs had the name Fantastic Fair 
machine-printed in the upper left hand corner; it was, con
sequently, the only department whose signs created a feeling 
of continuity between the department and the store. The 
camera department was the only one to make use of manu
facturers' point-of-purchase displays to any great extent.^

Save-Co has no real policy concerning point-of- 
purchase displays. Although it uses point-of-purchase 
material to a fair extent,20 the use of this material is 
generally limited to the food, drug, appliance, and camera 
departments. The point-of-purchase display employed most is 
gondola ends,21 found throughout the grocery department.19 20 21 22 23 
Although Save-Co uses gondola ends, the writer discovered 
that they do not necessarily contain the items for which they 
were intended. For example, one gondola end advertised 
Nabisco cookies; but the container was filled with Jello.^ 
All signs throughout the store were standardized; the

19. Survey of Fantastic Fair, supra.
20. Mr. Jerome Rosenberg, supra.
21. Gondola ends are usually large cardboard con

tainers with the name of the product printed on the side for 
the purpose of promoting the product.

22. Mr. Jerome Rosenberg, supra.
23. Survey of Save-Co, supra.
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drawing below shows the general pattern.24 As one can see,

"YOU SAVE MORE AT SAVE-CO"

Name of the Item

Comments about the Item— if any

Emblem of
Save-Co Price

the signs are basic in design and are able to give the 
shopper essential information about the product while at the 
same time identifying it with the store.

Super City also does not have a policy concerning 
the use of point-of-purchase displays. Because of limited 
space it can use only a few manufacturers' displays.^5 When 
seen by the writer, these were confined basically to the 
liquor and camera departments. Except for the manufacturers' 
signs, few other signs were visible. Two, however, were 
prominent. The first was handmade and was placed above the 
vacuum cleaner bags; it read, "If you open these bags you 
will have to buy themII DO HOT OPEN."^ The second, also

24. Ibid.
25. Hr. Ronald Cohen, supra.
26. Survey of Super City, supra



handmade, was placed above the adding machine; It read,
11 ’Please* Do Not Touch This Machine."27 This type of sign 
was alien to most other discount department stores in Tucson.

Fed Mart is the only discount department store in 
Tucson that has a policy on the use of point-of-purchase 
promotion: no manufacturer^ point-of-purchase displays are
used in the store. The Implication appears to be that manu
facturers' point-of-purchase material might reduce the sales 
volume of the store’s numerous private-branded products. As 
a result, Fed Mart makes its own promotional signs,28 all of 
which are machine printed. At various points throughout the 
store the writer saw one or the other of the two following 
signs: "Compare Fed Mart’s prices anywhere," and "EM Stores,
Fed Mart Guarantees Its Private Labels To Be ... At Least 
Equal In Quality To The Leading National Brandi"^9 Fed Mart 
also was using a sign which read, "Please!!! Don't Open 
Packages"; however, there was no indication that the customer 
would be forced to buy the package so treated. Like Save-Co, 
Fed Mart uses a standardized design for the signs advertis
ing products.50 The owner of the store emphasized his

27. Ibid.
28. Mr. Soleng Tom, supra.
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policy concerning the design of the sign; at no time will 
the type used to print the price of the product be larger 
than the type used to print the name of the product.31 By 
pursuing such a policy, Fed Mart seems to be trying to give 
at least as much, if not more, emphasis to the product as it 
gives to price.

Two discount department stores, Save-Co and Fantastic 
Fair, have borrowed a promotional technique from the con
ventional retailers. Both stores use manikins. At Save-Co 
the manikins are placed over the clothes racks to display 
the clothes for sale below.32 At Fantastic Fair manikins 
are used only by the women's clothing department and are 
placed between the department and the exit.33 At the time 
of the survey the men's clothing department was being com
pletely remodeled and, therefore, it could not be determined 
whether or not this department uses manikins as part of its 
promotional material.

Save-Co is the only discount department store in 
Tucson that sponsors contests or giveaways as part of its 
promotional activities.34 Some departments of Fantastic 
Fair do use such a method of promotion, but do not conduct

31. Mr. Soleng Tom, supra.
32. Survey of Save-Co, supra.
33. Survey of Fantastic Fair, supra.
34. Mr. Jerome Bosenberg, supra.
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these activities on a store-wide basis.55 As part of its 
promotion during its anniversary sale, Save-Co offers a trip 
to Mexico City. During the Christmas season it holds draw
ings. Another of its promotional activities is the use of 
"lucky cards." If a purchaser receives a lucky card, all of 
the items he purchased that day are free. Although this 
type of promotion increases the cost of operation, the 
manager felt that the goodwill created is worth the expense.56

Except for signs placed throughout the store, Fed 
Mart’s only other promotional activity consists of a small 
booklet, the cover of which is shown in the sketch below.
The booklet contains approximately fifteen sheets of paper 
which the customer is supposed to use in comparing Fed Mart’s 
prices with those of other retailers. Periodically, the 
booklets, along with pencils, are placed beside each cash 
register for the customers to take. It is not known how 
effective the booklets are, but their use can be justified 
by their low cost.57

The amount of lead time allowed for the planning of 
promotional activities tends to indicate how sophisticated 
is the planning process. The farther ahead these activities 
are planned, the greater amount of time available for

35. Mr. Dean Pasick, supra.
36. Mr. Jerome Rosenberg, supra.
37. Mr. Soleng Tom, supra.



1 1 6

fi TRUSTEP Nfl/ne /N RETAIL!**

developing each, and making any necessary changes. Save-Go 
plans its promotional activities approximately 6 to 8 weeks 
ahead, of the event;38 Fantastic Fair, approximately 6 weeks 
ahead.39 Super City plans only two weeks ahead.^0 Since 
Fed Mart does not engage in any promotional activities,

38. Mr. Jerome Rosenberg, supra.
39. Mr. Dean Pasick, supra.
40. Mr. Ronald Cohen, supra
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except for a few minor ones, it is not concerned with lead
time.^l

Personal Selling
The third segment of the promotional component of 

the marketing mix is personal selling. The sales force of 
Fed Mart can be easily identified; each sales person wears a 
blue and red sweater vest.^2 Fed Mart, however, is the only 
discount house in Tucson that makes any major attempt to 
identify its sales personnel. All three other stores either 
make no identification or use a small name card pinned to 
the shirt or blouse of each employee. Super City does not 
have either uniform or name card for its employees, the 
reason being that Super City is trying to achieve and main
tain a friendly and informal atmosphere.

There is no store-wide effort to train Save-Co's 
employees. Each department manager is responsible for train
ing his own sales force. At times, the manager of the store 
receives information from the central office which he relays 
to the department managers who relay it to their employees. 
At Fantastic Fair, where each department is leased, there is

41. Mr. Soleng Tom, supra.
42. Survey of Fed Mart, supra.
43. Mr. Ronald Cohen, supra.
44. Mr. Jerome Rosenberg, supra.
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also no store-wide training program for the sales force.
Some departments have meetings; some do not. Schooling and 
experience seem to he the substitutes for training at 
Fantastic Fair.^5 in general, Fed Mart seems to have the 
most sophisticated sales-training program. Every Saturday 
morning before the store opens, the owner holds a meeting at 
which any necessary or educational information from the cen
tral office is discussed. Also in these meetings the em
ployees are informed of any new merchandise, general store 
problems are discussed, and improvements s u g g e s t e d . T h e  
only store which does not have any type of training program 
is Super City; the employees are put to work and expected to
produce.47

45. Mr. Dean Pasick, supra.
46. Mr, Soleng Tom, supra.
47. Mr. Ronald Cohen, supra.



CHAPTER VII

THE DISCOUNT DEPARTMENT STORE'S USE OF 
THE PRICE COMPONENT OF MARKETING MIX

The price component of the marketing mix can be 
described as the amount of money exchanged or charged for 
"something e l s e . T h e  "something else" is based on some 
assortment of goods and services.2

Pricing Policies and Activities
All four discount department stores in Tucson are 

involved in pricing activities. One of them, however, is 
involved only to a minor degree. Except for a few items 
obtained locally, all of Fed Mart's products are procured 
from central distribution points. Not only does the Fed 
Mart chain accumulate a large variety of products for in
dividual stores but it also prices the products at the 
central points; thus all products come to the local store 
prepriced.3 Although a few goods are bought at the local 
level, even these are prepriced. The central office sends 1

1. McCarthy, 0£. cit., p. 733.
2. For a complete discussion of price as it relates 

to the marketing mix, see Chapter III.
3. Mr. Soleng Tom, supra.
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a list to all chain members dictating mark-ups applying to 
each locally purchased product.4 As one can see, pricing 
activities at the local level are minor and of a routine 
nature. No decisions or policy-making activities are 
required.

The other three discount department stores are in
volved in the pricing activity to a much greater extent. 
Since Fantastic Fair is a totally leased operation, there is 
no overall method of pricing. Each department has its own 
procedures; however, competition, cost, and comparative 
shopping all play a part in establishing prices.5 At Save- 
Co a basic margin or mark-up is set for each department to 
act as a guide in price setting. The margin or mark-up 
applied to each product depends on the nature or type of the 
item. The specific application of mark-ups on various 
products could not be ascertained.& At Super City cost and 
volume as well as competition are the main criteria used in 
determining price. Products are not purchased unless it is 
assumed that they can be sold in volume. A mark-up of 20 
per cent is applied to most products. Some products, which 
one executive called “exclusive," have a higher mark-up, 
sometimes up to 30 per cent. A few items have a much lower

4. Ibid.
5. Mr. Dean Pasick, supra.
6. Mr. Jerome Rosenberg, supra.
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mark-up. Take film; this item has a low margin not only to 
increase the sale of the product itself hut to increase the 
volume on complimentary products such as cameras, projectors, 
and other related items.?

None of the discount department stores studied have 
any policy or procedure for meeting changes in demand. Fed 
Mart can change price only when headquarters dictates such a 
change; otherwise, its prices are constant.® Save-Co claims 
to have constant prices even though it does change them to 
meet competition.^ Pricing at Super City and Fantastic Fair 
changes to meet competitive conditions.7 8 9 10 * 12 Super City was 
selling transmission fluid for #.29 per quart. A competitor 
advertised the identical product for #.25, and in order to 
meet and heat competition. Super City advertised and sold 
the transmission fluid for #.24 per quart.11

Premiums and Special Discounts
No discount house in the Tucson area offers stamps 

to its customers.12 Fantastic Fair, however, makes use of

7. Mr. Ronald Cohen, supra.
8. Mr. Soleng Tom, supra.
9. Mr. Jerome Rosenberg, supra.
10. Mr. Ronald Cohen, supra; Mr. Dean Pasick, supra.
11• Mr. Ronald Cohen, supra.
12. M r .  R o n a l d  C o h e n ,  s u p r a ; M r .  D e a n  P a s i c k ,  s u p r a . 

M r .  S o l e n g  Tom, s u p r a ; a n d  M r .  J e r o m e  R o s e n b e r g ,  s u p r a .
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coupons. The coupons are for specific products and are 
redeemable at the store. Fantastic Fair has found such a 
practice beneficial for three reasons.^ First, coupons 
attract people into the store. Second, a fairly accurate 
measure of this type of promotion can be ascertained. Third, 
the coupons are informative; they indicate the size of 
Fantastic Fair's drawing area.^

Only Fantastic Fair gives any special discounts. Its 
employees are eligible to buy merchandise at a discount over 
and above that offered to the general public. Also special 
groups, such as religious organizations, receive special 
discounts.15 Super City offers what it calls "special dis
counts, 11 but in reality this discount is nothing more than 
a quantity discount since anyone can receive a reduction in 
price by purchasing a large number of one product.^

Sales
Neither Fed Mart nor Super City has any policy with 

regard to the type, purpose, and frequency of sales. Fed 
Mart does not hold sales as such, although seasonal mer
chandise is sold at reduced prices when the normal buying

13. Mr. Dean Pasick, supra.
14. Ibid. 15. Ibid.
16. Mr. Bonald Cohen, supra.
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period is over.17 Super City has no sales whatsoever.
Save-Co has a policy of having a sale every week, the type
of which is left up to the discretion of the manager. Save-
Co 1s reason for having sales is to generate traffic within
the store.19 Fantastic Fair also has sales, but their
frequency is not as consistent. The reasoning behind its
sales is that even though Fantastic Fair is a discount house,
customers still "expect to get a break," and therefore,

pncustomer demand dictates the necessity for sales. v 

Comparison Pricing
All discount department stores in Tucson engage in 

the activity of comparison pricing. Fed Mart has selected 
100 items and monthly compares its prices to those of other 
retailers, both discount and conventional. 1̂ Super City 
makes a price survey once every two or three weeks.22 Fan
tastic Fair relies heavily on comparison pricing which is 
done once a week. Although this may seem too frequent, an 
executive of the store emphasized the fact that both the

17. Mr. Soleng Tom, supra.
18. Mr. Ronald Cohen, supra.
19. Mr. Jerome Rosenberg, supra.
20. Mr. Dean Pasick, supra.
21. Mr. Soleng Tom, supra.
22 Mr. Ronald Cohen, supra
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determination of and changes in the selling price are 
largely brought about by competitive pressures.2^ Save-Co 
compares prices once or twice a month depending upon the 
competitive situation.22*-

Leader Pricing
Both Fantastic Fair and Save-Co use loss leaders or 

leaders. Neither of the executives interviewed would dis
close the nature of leader or loss leader pricing or the 
products or product categories that are priced as leaders in 
their respective stores.25 Apparently both discount houses 
feel that leader pricing is necessary in order to attract 
more customers into the store. Since leaders are bona fide 
bargains, they act as a promotional lure. Super City and 
Fed Mart do not use any form of leader pricing. Each store 
feels that its prices are low enough to attract customers 
without it.2^ Fed Mart tries to offer the lowest possible 
price. An executive of the store gave the following example. 
The central office buys Nabisco crackers in large quantities 
and receives a 7 per cent quantity discount. The terms of 
the sale are 2/10, net/30. Fed Mart pays the bill within

23. Mr. Dean Pasick, supra.
24. Mr. Jerome Rosenberg, supra.
25. Mr. Dean Pasick, supra; Mr. Jerome Rosenberg,supra.
26. Mr. Soleng Tom, supra; Mr. Ronald Cohen, supra.



125
ten days and receives another discount, this time, 2 per 
cent. This reduction gives Fed Mart approximately a 9 per 
cent saving in the total invoice price which Fed Mart uses 
as a mark-up, charging the customers the equivalent of the 
wholesale price.2? Appendix F shows Save-Co's grocery 
prices to be slightly lower than Fed Mart's. If the pric
ing technique just described is used throughout Fed Mart's 
grocery department, one might assume that Save-Co's grocery 
department is operated as a loss leader. Fantastic Fair’s 
grocery department, on the other hand, is probably not 
priced as a leader for two reasons: first, as Appendix F
shows, Fantastic Fair's grocery prices are higher; second, 
the grocery department is leased.

Fantastic Fair's use of leader pricing has been 
successful,2® as attested by the redemption of coupons.
Also increases or decreases in total sales tend to indicate 
the success or failure of leaders. At Save-Co one executive 
said that leader pricing is successful even though there are 
many shoppers who buy nothing but leaders. The basis for 
determining the success or failure of leader pricing, as 
one executive vaguely put it, is a glance at the results. 
This subjective method appeared to be the only way for

27. Mr. Soleng Tom, supra.
28. Mr. Dean Pasick, supra.
29. Mr. Jerome Rosenberg, supra.



126

evaluating the benefits derived from leader pricing.

Price Tags
All four discount department stores except for Fan

tastic Fair have prices or price tags on all items sold.^
At Fantastic Fair, where all departments are leased, the 
practice of placing prices or price tags on merchandise 
seems to vary with the department or the items within each
department.

Fair-Trade Pricing
Fair-trade pricing must be dealt with by all dis

counters in Tucson since all four discount stores carry fair- 
traded products.52 Both Fantastic Fair and Save-Go carry 
fair-traded products at fair-traded prices; neither store 
desires to become involved in costly legal entanglements 
with manufacturers.55 The other two discount stores, on the
other hand, carry fair-traded products at prices lower than 
those established by the manufacturers.54 Only a very small

30. Survey of Save-Co, supra; survey of Fantastic 
Fair, supra; survey of Super City, supra; and survey of Fed Mart, supra.

31. Survey of Fantastic Fair, supra.
32. Mr. Jerome Rosenberg, supra; Mr. Soleng Tom, 

supra; Mr. Ronald Cohen, supra; and Mr. Dean Pasick, supra.
33. Mr. Jerome Rosenberg, supra; Mr. Dean Pasick,supra.
34. Mr. Soleng Tom, supra; Mr. Ronald Cohen, supra
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percentage of Fed Mart's sales come from fair-traded 
products, the main reason being that Fed Mart has gone 
heavily into private branding.55 At Super City, where no 
private brands are carried, approximately 10 to 20 per cent 
of sales come from fair-traded products.56 Super City takes 
trade-ins, one method of getting around fair-trade pricing.
A theoretical example of how trade-ins can be used to cir
cumvent fair-trade pricing is as follows. Assume that Super 
City carries a television set that has a fair-trade price of 
#200. The discount house can sell the set for #150 and 
still make a profit; however, such a procedure would be 
illegal (see Figure 1). By using trade-ins, Super City can 
inflate the price of the trade-in by #50 and, therefore, not 
offer a true discount. Figure 2 shows from an accounting 
viewpoint how the fair-trade laws can be legally evaded.

FIGURE 1 FIGURE 2
Discount House Pricing

Television
Discount

Discount house price 
Trade-in

Price to customer

Using Trade-ins to Circum
vent Fair-Trade laws

Television #200
Discount 0

Discount house price #150 
Trade-in 75

Price to customer #725

35. Mr. Soleng Tom, supra.
36. Mr. Ronald Cohen, supra.
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P r i v a t e  B r a n d  P r i c i n g

Although private branding is another method of get
ting around the fair-trade laws, retailers use it for 
reasons other than avoiding fair-trade. All discount depart
ment stores in Tucson except Super City carry private brands, 
but only Save-Co and Fed Mart carry a significant number. 
Since Fantastic Fair's departments are leased, the manager 
of the store was unable to give any information on pricing 
of these brands.57 At Save-Co and Fed Mart, however, in
formation was readily available. All products, both private 
and national brands, that come to Fed Mart from the central 
distribution points are prepriced. Although all private 
brands are thus prepriced, the basis used in setting the 
price is a competitive one. That is to say, private brands 
are priced lower than comparable products. By pricing them 
lower, Fed Mart is able to establish some degree of price 
competition. Fed Mart, for example, sells the large size of 
Tide laundry detergent for #1.28; at the same time it offers 
the large size of the private brand for only #.75,^ a re
duction of #.53. Such a gap brings about a large degree of 
price competition between the two products, and since, 
according to Fed Mart, both are of equal quality,the

37. Mr. Dean Pasick, supra.
38. Mr. Soleng Tom, supra.
39. Ibid.



consumer must decide which provides the greater satisfaction 
and utility.

Even though Fed Mart sells its private-branded 
products for substantially less than nationally branded goods, 
the mark-up usually is higher.^ This is another reason for 
its going into private branding; profits from private brands 
may be higher. Save-Oo also uses this same reasoning for 
introducing private brands. Whether the mark-up is identical 
or higher than that on nationally branded products, the 
store can benefit even though private-branded products sell 
for less. By creating a strong price competition between 
private and national brands, the discounter is providing the 
consumer with a chance to purchase a substitute product (the 
private brand) at a lower price. If the consumer decides 
not to purchase the substitute, the store will benefit from 
the sale of the nationally branded product.^ Private, 
branding, therefore, provides a possible means of increasing 
the purchasing power while at the same time allowing the 
retailer to Increase the total profit of the store.

Price Survey
In order to determine what emphasis each of the four 

discount department stores places on price, a price survey

40. Mr. Jerome Rosenberg, supra.
41. Ibid.

129



was necessary. Primarily identical products carried by all 
four discount stores were included in the price survey as 
only in this manner can any accurate comparisons be made.
If only similar products were included, no meaningful com
parison would be possible. Although similar products may 
serve the same purpose, the material, quality of construc
tion, image, and other aspects that go to make up the "total 
product" iflll in all probability be different. The fact that 
discount department stores in Tucson do not carry a great 
number of identical products made the survey difficult to 
carry out. Some of the stores do not carry certain product 
lines. If the same product lines are carried, the identical 
brand may not be stocked. In some Instances the identical 
brand is carried, but the identical models are not. This 
year's model in television may be carried in one store and 
last year's model in another. In a few cases, one store 
carries only private brands in certain product lines, again 
creating a blockage for any extensive price survey.

Throughout Appendix P, which lists the various de
partments and product or products within each department, 
various letters appear instead of prices. Upon looking at 
the key, one is able to tell why a price for a specific 
product was not available. Because of these blockages 
Appendix G shows only those identical products which are 
carried in each discount department store in Tucson. The
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zero (0) at the intersection of the product’s and store's 
columns indicates that that store has the lowest price for 
the particular product. The other figures in the product 
column state the extra amount of money the identical 
product would cost in the respective stores. For example, 
the record (Barbra Streisand/The Third Album, mono - CL 
2154) costs #2.69 at both Fantastic Fair and Save-Co. This 
record costs $.10 more (or §2.79) at Fed Mart and §.29 more 
(or §2.98) at Super City. The totals at the bottom of 
Appendix G show how much more it would cost to buy this 
particular group of products at one store rather than to buy 
them in separate stores at the lowest cost. As a result, 
Super City places the greatest emphasis on price for this 
particular group of products. Fed Mart places slightly less 
emphasis on price since its overall price is slightly higher. 
Save-Co and Fantastic Fair place approximately the same 
amount of emphasis on price, and, as one can see, these two 
stores have the highest prices for this particular group of 
products.

As one might assume, the list of products shown in 
Appendix F is not an accurate representation of the emphasis 
placed on price by each of the four discount department 
stores in Tucson but gives only an indication. Because of 
the tremendous diversity of brands, products, and product 
lines, no accurate sample could be drawn.



CHAPTER VIII

SUMMARY AMD CONCLUSIOHS

Summary
The composition of the marketing mix used by the 

four Tucson discount department stores investigated in this 
study varies. By using its own specific mix, each store is 
trying to develop a marketing niche in which it can operate 
and survive. As the last four chapters (Chapters IV, V, VI, 
and VII) have shown, each discounting firm has tried to 
develop a marketing mix which it thinks will best meet the 
consumers* needs and its own objectives.

With the exception of Super City all of the discount 
department stores surveyed have the same basic objectives.1 
These consist of trying to give the best price and merchan
dise to the customer. Super City’s objectives, on the other 
hand, are "to make money, build, diversify, and grow.1,2

Place, as well as the other three components of the 
marketing mix, must be dealt with by all discount department 
stores. The following is a synopsis of the place component 1 2

1. Mr. Dean Pasick, supra; Mr. Jerome Rosenberg, 
supra; and Mr. Sbleng Tom, supra.

2. Mr. Ronald Cohen, supra.
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of the marketing mix as used by each of the four discount 
department stores in Tucson:

1. Save-Co and Fantastic Fair, with 85*000 and 92,000 
square feet respectively, are by far the largest 
discount stores in Tucson. Both Super City and Fed 
Mart, with 30,000 and 32,000 square feet, are 
approximately one-third the size of either of the 
two larger buildings.

2. All discount department stores in Tucson, except 
for Save-Co, are located in buildings that had 
already been constructed. Save-Co is the only dis
count firm that picked a site and built a store to 
fit its specific needs.

3. The location which Save-Co chose is the best accord
ing to the criteria of accessibility by bus and 
amount of vehicular traffic that passes the store. 
Although with regard to these two criteria Fantas
tic Fair's location is not as favorable as Save-
Co ' s, the site of either Super City or Fed Mart is, 
from the same viewpoint, still less advantageous.

4. Fantastic Fair's parking lot, with a capacity of 
700 cars, is the largest owned by any discount 
house in the area. Save-Co's parking capacity is 
450 cars; Fed Mart's is 300 cars; Super City's is 
only 30.
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5. The interior designs of Save-Go, Fantastic Fair, 

and Fed Mart are approximately the same; the outer 
appearance of Fantastic Fair is, however, the most 
elaborate of the group.

6. The construction costs of Save-Co and Fantastic Fair 
are about equal and are the highest for the stores 
included in the study.

7. Save-Co and Fed Mart have gone to the expense of 
cooling their stores by refrigeration while the two 
other firms use evaporative cooling.

8. Fantastic Fair is the only independent store. Save- 
Co belongs to a chain of approximately 800 stores. 
Fed Mart is a member of a chain of 30 discount 
houses while Super City belongs to a chain of five.

9. Save-Co and Fed Mart are the only discount firms 
that are planning to open new stores in the Tucson 
area.
Product is another component of the marketing mix.

The points listed below are a condensation of the methods 
used by Tucson discount houses in implementing the product 
component:

1. Save-Co carries the largest number of product cate
gories. Fantastic Fair carries only two fewer than 
Save-Co while Fed Mart and Super City carry 8 and 16 
fewer product categories respectively.
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2, Save-Co offers more brands for each product line 

than any other discount store in Tucson. Both 
Super City and Fed Mart stock a narrow assortment 
of merchandise.

3« Fed Mart, as a member of a highly centralized
chain, has the most sophisticated method of select
ing new products. The other three stores select 
new products in a manner basically the same, the 
only real difference being that one buyer purchases 
all of the products sold at Super City. Two stores, 
Save-Co and Fantastic Fair, have the benefit of 
specialized buying within the store.

4. Save-Co and Fed Mart are the only stores which 
carry private brands to any significant degree. 
Super City carries no private brands. Of the two 
stores which carry a significant amount of private 
brands. Fed Mart has gone into private branding the 
most heavily.

5. All discount stores in Tucson, except for Fed Mart, 
offer some form of credit.

6. Fantastic Fair offers the largest number of ser
vices; Save-Co offers the next largest while Fed 
Mart and Super City offer the smallest.

. Fed Mart devotes the largest amount of total area 
to selling activities, approximately 90 per cent.

7



At Save-Co, 75 per cent of the area of the store is 
devoted to selling and at Fantastic Fair, only 70 
per cent. Super City has the smallest amount of 
selling area compared to total space, only 67 per 
cent.

8. All four discount department stores carry fair- 
traded products. Save-Co and Fantastic Fair sell 
fair-traded products at fair-traded prices. The 
other two stores cut the fair-trade price. Super 
City relies most heavily on fair-traded products, 
and, as a result, this store receives more revenue 
from the sale of fair-traded products than any 
other discount house in Tucson.

9. Except for Super City and Fantastic Fair's grocery 
department, all merchandise in the various discount 
stores was displayed in a pleasing, non-cluttered 
manner.
Promotion, that component of the marketing mix which 

consists of advertising, personal selling, and sales promo
tion, is utilized by the four discount department stores as 
follows:

1. Fed Mart has not used any form of advertising for 
over a year. The Save-Co advertising program in
cludes the use of newspapers, direct mail, bus stop 
benches, and "publications."

136
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the largest selection of advertising media; these 
are radio, television, newspapers, circulars, bill 
boards, and magazines. Super City advertises only 
in newspapers.

2. Fantastic Fair is the only discount house that 
carries out all of its advertising activities in
ternally. Save-Go's advertising is developed by 
the central office, and the manager of the local 
store coordinates the activities to meet local 
needs. Super City's advertising activities are 
split, with part handled by employees of the store 
and the rest by an advertising agency.

3. Advertising budgets in the three stores which use 
advertising are determined by the per cent of sales 
method.

4. All four stores use sales promotion, Save-Co and 
Fantastic Fair using it to the greatest degree.

5. Only Fed Mart does not make use of point-of-purchase 
material supplied by the manufacturers.

6. Fed Mart and Save-Co are the only discount stores 
which machine-print their promotional material.
The other two use handmade signs, which do not make 
as attractive an appearance.

7. Save-Co is the only store of the four which spon
sors contests or giveaways on a store-wide basis as
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part of its promotional activities. Although 
Fantastic Fair uses this promotional technique, it 
does so only on a departmental basis.

8. The lead time in planning promotional activities is 
approximately the same for Save-Co and Fantastic 
Fair, 6 weeks. Super City's lead time is only 2 
weeks.

9. Fed Mart is the only discount store in Tucson which 
has a store-wide training program. At both Save-Co 
and Fantastic Fair the training program is on a 
departmental basis. Super City has no training 
program.
The statements listed below give a synopsis of the 

various ways in which the discount department stores in 
Tucson develop the price component of the marketing mix:

1. Cost and competition are the basis for setting 
prices in all four discount houses.

2. Save-Co and Fantastic Fair are the only discount 
houses that hold sales.

3. None of the stores offer stamps; however. Fantastic 
Fair makes use of coupons.

4. Fantastic Fair is the only store which gives 
special discounts to employees and special organiza
tions
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3. All four stores engage In comparison pricing. 

Fantastic Fair being Involved most frequently.
6. Save-Oo and Fantastic Fair are the only stores In 

the study which make use of leader pricing.
7. Super City and Fed Mart are the only discount

..houses which sell fair-traded products at prices 
lower than those established by the manufacturers.

8. The results of the survey indicate that Save-Co and 
Fantastic Fair place less emphasis on the price com
ponent than do the two other discount stores.

Conclusion
The investigation of the marketing mix, as developed 

in this study, shows that the successful discount operations 
in Tucson use increasing emphasis upon the product, place, 
and promotion, in addition to price. The second objective of 
this study, determining the ideal marketing mix, could not 
be realized. A study of the market would be required to 
discover the optimum mix. The market, however, is dynamic, 
a condition which may well result in a continually changing 
ideal mix. The manager of each discount store, therefore, 
must constantly be aware of changes in the market to make 
the necessary adjustments in his marketing mix. From the 
material presented in this study it appears that Save-Co 
and Fantastic Fair have come closer to developing an ideal 
marketing mix as supported by the following sales figures:



Save-Co, #118 per square foot of store area;3 Fantastic Fair, 
#109;* Fed Mart, #78;5 and Super City approximately #57.^
This criterion is one indication of the test marketing mix 
in use by Tucson discount houses. The best criterion, profit
ability of the store, could not be ascertained.

Appendices F and G indicate that both Save-Co and 
Fantastic Fair price their merchandise higher than the other 
two discount stores. Such a practice is typical of discount 
houses that are up-grading. Save-Co and Fantastic Fair are 
the only discount houses in Tucson that use leader pricing, 
apparently recognizing that since their prices are higher, 
leader pricing is necessary to create greater sales. In 
addition, they are the only discount houses using special 
sales events, once again with the purpose of generating 
sales. These points help to prove that both Save-Co and Fan
tastic Fair place less emphasis on the price component of the 
marketing mix than does either Fed Mart or Super City. As a 
result, the first part of the hypothesis of this study is 
supported: namely, pricing is not the most important part
of the marketing mix of discount department stores in Tucson.

Since Save-Co and Fantastic Fair do not primarily 
emphasize price, they have been able to increase the emphasis

3. Mr. Jerome Rosenberg, supra.
4. Mr. Dean Pasick, supra.
5. Mr. Soleng Tom, supra.
6. Mr. Ronald Cohen, supra.

14 0
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placed on the place, product, and promotion components of 
the marketing mix. A review of Chapters IV, V, VI, and VII 
Indicates that the two stores with the largest sales volume 
have placed greater emphasis on place, product, and promo
tion. As a result of substantially higher sales per store 
as well as substantially higher traffic, It might be said 
that Fantastic Fair and Save-Co have better met consumer 
wants by Increasing emphasis on components of the marketing 
mix in addition to price. The second part of the hypothesis 
thus seems to be supported: reflecting a belief that they
can better meet the consumers' wants as well as enhance their 
own chances for success, Tucson discounters are intensifying 
emphasis on the other three components of the marketing mix 
(place, product, and promotion).
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A P P E N D I X  A

QUESTIONNAIRE

Place
la. Is your store Independent or a member of a chain of 

discount stores? Independent____ Chain____
b. If a member of a chain, how many in the chain? ____
2a. What is your approximate drawing area (what area do

you draw your customers from)? _______ ;____________
» 'b. How did you gather this information? _________________

3. How many square feet are there in your store? _____
4. What was the original construction cost per square 

foot of your store? __________________________________
5. How was this store’s site chosen?

6. What is the capacity of your parking lot? __________
7a. Are there any plans for expanding the size of the

store or building another store in the Tucson area? 
Yes ______ No ______

b. Why? * •

8. Approximately how many people come into your store
each week (on the average)? ___________________________

• . '
9a. Is your store air conditioned? Yes ____ No _____
b. Refrigeration or evaporative? _________________________
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What is the basis for using centralized or depart
mental checkout stands? ________________________

Why do you use the type of layout that you have in 
your store? ____________________ _________________

Does your firm carry private brands? Yes No,
Are the private brands carried throughout all 
departments or in just a few specific? ________
Which departments and why? _______________________

Approximately what percent of your total sales comes 
from private brands? '_______________________
What factors led your firm to go into private 
branding? __________________________________________

Does your firm sell any fair-traded items? 
Yes ____ No _____
What is your opinion of fair-trade? ■

Are there any policies on the number of different 
brands that can be carried within each product type 
(i. e., catsup, radios)? Yes ____ No ____
If so, what are they? _____________________________

Are there any policies on the number of different 
lines to be carried? Yes ____ No ______
If so, what are they? ______________________________



Does your firm use unit control or any similar 
procedure to see which goods are moving and which 
ones are not? Yes _____ No ____
Could you briefly describe the procedure? ________

Does your firm give credit? Yes _____ No 
What type of credit do you use? -
Why do you give or not give credit? _______________

Does your firm carry their own credit or discount it? ________________________________________________
Do you have a process (procedure) for selecting 
(adding) new products?. Yes ____. No _____
If so, could you briefly describe it and include who 
makes the final decision? ____________ _____________

From whom do you purchase (general categories)?

Which category is your most important supplier?

Are any departments franchised? Yes _____ No _ 
If so, which ones, and why (each department)? _

Approximately,how many items do you carry in stock?
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14. W h a t  s e r v i c e s  do y o u  o f f e r ?  W i t h  o r  w i t h o u t  c h a r g e ?
i n s t a l l a t i o n  Y e s  W o _ _ _  C h a r g e _ _ _ N o  C h a r g e
D e l i v e r y  _ _ _  _ _ _  _ _ _  _ _ _
R e t u r n
. p r i v i l e g e s  _ _ _  _ _ _  _ _ _  _ _ _
"!i!ih0= M r --------— —
• l a y - a - w a y  _ _ _  _ _ _  _ _ _  _ _ _
T r a d e - i n s  _ _ _  _ __  _ _ _  _ _ _
C a s h i n g  c h e c k s  _ _ _  _ _ _  _ _ _  _ _ _
W r a p p i n g  _ _ _  _ _ _  _ _ _  _ _ _
S e r v i c i n g
-, ( r e p a i r i n g )  _ _ _  _ _ _  _ _ _  _ _ _G u a r a n t e e s  „ _ _ _  _ _ _  _ _ _  _ _ _
O t h e r s  _ _ _ _ _ _ _ _ _ _ _ _  _______ ~ _ _ _ _ _ _ _ _ _ _ _ _ _

15. What are your top selling departments?

16. Of the total number of square feet, how many are 
devoted to selling and how many are devoted to 
warehousing?

Promotion
la. In what media do you advertise?

Radio Yes
Television
Newspaper
Circulars
Bill boards
Direct mail
Bus cards
Magazines
Other _______  ' _____

b. Which media (or medium) do you use the most?
2a. How is the advertising budget 

Percent of sales method
determined?

Goal directedOther
b. Why is this method used?



Is there any training program for your sales force? 
Yes _____ No _____
If so, what type?

Does your store do any telephone selling?
Yes _____ No ____
Do you have any policy on the use of point of 
purchase displays? Yes ___ No ___
If so, what is it? ______________________________________

Does your store sponsor any contests or giveaways? 
Yes ___ No ___
If so, what type and frequency? ____________ ______

In what other ways than those already mentioned do 
you try to promote your store? _____________________

What image do you try to portray through promotion 
(what do you want people to think about when they see 
or hear the name of your store)? ___________________

Who in your organization is responsible for 
advertising activities? ____________________  '
Approximately what percent of his time does he devote 
to advertising? ____________________________________
Do you use an advertising agency? Yes ___ No ___
If yes. what does the agency do for you (name of agency)? ____________.___________________ .___________

If no, who does your advertisements?

How far ahead do you plan your promotional 
activities? _____- ________
What is the size of your advertising budget?
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Price
1.

2a.

b.

3a.

b.
4a.

b.
5a.

b.

6a.

b.
7.

8a.
b.
c.

9.
10.

How do you determine the selling price for a 
product? ______________ • ________________

Is there any procedure for changing prices to meet 
demand? Yes _____ No ___
If so, could you briefly describe it? _______ -

Does your firm give stamps or premiums of any kind? 
Yes ___ No __
If so, what? _______________________________________
» '

Does your firm give special discounts to employees 
or any special groups? Yes _____ No ___
If so, what groups? ___________ __________ _
. *
Does your firm have any general policy on sales with 
regard to type, purpose and frequency? Yes No___
If so, could you briefly describe it? _____________________

Is there any comparative pricing done to help insure 
that your prices are below those of "orthodox" 
retailers? Yes ___ No ___
If so, how often? __________________________________
Do you determine retail prices before the items are 
purchased? Yes ___ No ___
Do you use any leaders or loss leaders? Yes__ No-
Are they successful? Yes ___ No ___
How do you determine if they are successful (what 
criteria do you use)? . .

What approximately is your annual sales volume? 
Do you use markdowns? Yes ___ No ___



11a D o e s  y o u r  f i r m  h a v e  a n y  p o l i c i e s  f o r  p r i c i n g  p r i v a t e  
b r a n d s ?  Y e s  _ _ _  N o  _ _ _

b« I f  so, c o u l d  y o u  b r i e f l y  d e s c r i b e  i t ?

149

G e n e r a l
1. W h a t  i s  y o u r  t a r g e t  m a r k e t ?

2. H o w  m u c h  c o m p e t i t i o n  d o  y o u  c o n s i d e r  t h e  f o l l o w i n g ?
Super City
_ Extreme___' Moderate None.
Strong____ Light

Save-Co
Extreme--- Moderate___ None.
Strong____ Light

Fantastic Fair
. Extreme . Moderate___ None.
Strong Light

AAA Discount Center
_ Extreme Moderate None.
Strong____ Light

Fed Mart
. Extreme Moderate None.
Strong Light

Afco
. Extreme,__ Moderate None
Strong ___ Light

Sears
„ Extreme___ Moderate NoneStrong____ LightWards _

... Extreme___ Moderate NoneStrong Light
3. How would you describe the typical shopper who 

comes into your store? •
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"What, briefly, are your firms objectives?4
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Key for Save-Oo
1. Garden and patio supplies
2. Hardware and paint
3. Automotive supplies
4. Sporting goods
5. Luggage
6. Women's wear
7. Men's wear
8. Shopping carts for customers
9. Liquor
10. Information desk
11. Popcorn and candy
12. Cameras and related items
13. jewelry
14. Watch repair
15. Children's wear16. Infant furniture
17. Shoes
18. Cosmetics
19. Sundries
20. Domestics21. Rugs
22. Gifts
23. Small appliances
24. Housewares
25. Toys
26. Books and greeting cards
27. Records
28. Bakery
29. Groceries
30. Won-selling area
31. Bedding
32. Credit department
33. Bye doctor
34. Non-selling area
35. Air conditioners
36. Televisions and phonographs
37. Radios
38. Major appliances
39. Pharmacy
40. Snack bar
41. Checkout stands
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APPENDIX 0

THE LAYOUT OF FANTASTIC FAIR
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Key for Fantastic Fair
"l. Offices
2. Groceries
3. Non-selling area
4. Toys
5. Infant furniture
6. Hosiery and accessories
7. Children's wear8. Liquor
9. Snack bar
10. Women's wear11. Men's wear
12. Shoes
13. Domestics
14. Sporting goods
15. Records
16. Televisions, radios, and phonographs
17. Major appliances
18. Building and patio supplies
19. Nursery
20. Automotive maintenance and repair21. Beauty shop
22. Dry cleaners
23. Cosmetics24. Pharmacy
25. Sundries
26. Gifts
27. Housewares
28. Hardware
29. Minor appliances
30. Automotive supplies
31. Jewelry
32. Watch repair
33. Information desk and credit
34. Cameras and related items
35. Luggage



154



APPENDIX D

THE LAYOUT OF FED MART
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Key for Fed. Mart
1. Office
2. Magazines and greeting cards
3. Major appliances, televisions, and phonographs
4. Pharmacy
5. Checkout stands
6. Records
7. Cameras and related items, jewelry, and radios
8. Shoes
9. Luggage
10. Men's wear
11. Non-selling area
12. Infant's wear and furniture
13. Televisions14. Women's wear
15. Sundries and cosmetics
16. School and party supplies, miscellaneous items
17. Domestics18. Housewares
19. Minor appliances
20. Automotive supplies
21. Grocery
22. Hardware
23. Patio and lawn equipment
24. Toys
25. Paint and related items
26. Sporting goods
27. Liquor
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Key for Super City
1. Non-selling area
2. Liquor
3. Automotive supplies
4. Checkout stand and miscellaneous items
5. infant furniture
6. Hardware
7. Records
8. Televisions, radios, and phonographs
9. Office

10. Cameras and related items
11. Patio and lawn supplies
12. Jewelry
13. Typewriters and major appliances14. Toys
15. Hous ewares
16. Minor appliances
17. Sporting goods
18. Paint and related items
19. Office furniture and equipment
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TABLE VI

A PRICE SURVEY OP SELECTED PRODUCTS OF THE DISCOUNT
DEPARTMENT STORES IN TUCSON, ARIZONA

Products
Fed

Mart
Super
City

Fantastic 
. Fair Save

Groceries:
Kellogg's Special K 
. (10$ oz.) $ .46 LNO # .46 # .45
Sirloin Steak USDA Choice 
.. (1 lb.) $ LNO 1.09 COON#

Shamrock Cottage Cheese 
„ Grade A ,small curd 

(l gt.) .51 LNO .49 .49
Chiquita bananas (2 lbs.) .29 LNO ONCV)# CVJ

Apco carrots (2 lbs.) .23 LNO BNC .25

Source: Survey of Super City, March 28, 1966,
Pair, March 28, 1966, and Saye-Co, March 29,

Fed Mart, 
.1966.

March 28, 1966, Fantastic

Key: LNO— Line not carried “

BNC— Brand not carried 
ID---Identical product not carried 
PB— -Private brands only carried



TABLE VI, continued

Products
Del Monte Fruit Cocktail 
. (1.1b. 14 oz.).
Del Monte Asparagus spears 
. (14£ oz.)
Spreckles Granulated Sugar 
_ (5 lbs.)
Maxwell House Instant 
... Coffee. (6 oz.)
Laid *N Arizona extra large , Grade A eggs (1 doz.)
Franco-American spaghetti 
. (1 lb. lOioz.)

Liquor:
Hiram Walker's Ten High 
. Bourbon (fifth)

Linen & Draperies:Dan-Biver colored percale 
. sheets (72 x'108 inches)

Sporting Goods:
Savage 311 rifle

Fed Super
Mart City

.36 LNC

.4? LNC

.49 LNC

PB LNC

BNC LNC

.47 two cans LNC

PB 4.19

BNC LNC

LNC 71.75

Fantastic 
. Fair Save-Co

.53 for two BNC

CVJin BNC

• VJl Ul BNC

00 VO 1.37

.69 .59

.27 .49 for two

4.19 4.19

3.19 2.99

74.50 71.97



TABLE VI,*

Products
Radios:

General Electric 01531 
Records:

Barbra Streisand/The Third 
. Album (mono CL-2154)

Toys:
Easy Money

Garden Furniture:
Big Boy bar-b-que 
. (Model 2-753)

Automotive supplies: 
Simonlze Super Blue 

(10 oz.)
Hardware:

Elmer's Glu-all 
. (16 fid. oz.)

Cameras:
Kodak Instamatic 404
~ *

Minor Appliances:
Osterizer Classic VIII 
General Electric iron.
. (Model.81F81)

Fed
Mart

33.50

2.79

1.39

ID

1.37

BNC

42.50

43.97
13.99

continued

Super
City

Fantastic 
. Fair Save-1

33.75 ID ID

2.98 2.69 2.69

ID ID 2.49

13.49 14.76 13.99

1.25 1.57 1.69

1.06 1.59 BNC

43.50 43.95 46.99

41.99 44.97 46.99
15.19 15.53 15.99
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TABLE VI,

FedProducts Mart
Luggagei

Royal Traveler 24"
. pullman (Model 60824) BNO

Major Appliances: '
... RCA. Whirlpool. washing 

machine (Model 560) 184.50
Nursery & Garden:

Golden Vigoro lawn food 
. (35 lbs.) 3.48

Sundries:
Orest toothpaste 
. (6.75 oz.) .67Right Guard.spray
deodorant (family size) .99Aqua Net hair spray 

. (13.oz.) .69
Pharmacy:

Caladryl (6 fid. oz.) 1.28
Serutan toasted granules 3.25

Jewelry:
Hamilton electric watch 78.95

continued

Super
Pity

22.75

LNC

LNC

LNC
LNC
LNC

LNCLNO

75.95

Fantastic
Fair Save-Oo

BNO 20.97

209.00 189.89

3.79 3.89

.69 .65
1.18 1.19
.66 .69

1.28 1.133.08 2.49

78.39 84.00

a
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COMPARISON OF PRICES OF IDENTICAL PRODUCTS CARRIED BY ALL 
DISCOUNT DEPARTMENT STORES IN TUOSON, ARIZONA

TABLE VII

products
Fed

Mart
Super
City

Fantastic 
. Fair Save-Co

Records:Barbra Streisand/The Third Album 
(mono ..OL-2154) . # .10 * .29 0 0

Automotive supplies:
Simonize Super Blue (10 oz.) .12 0 # .32 1 .39

Cameras:
Kodak Instamatic 4o4 0 1.00 1.45 4.49

Minor appliances:
Osterizer Classic VIII
General Electric iron.(Model 81F81) 1.98

0
0
1.20

2.981.54 5.00
2.00

Jewelry:
Hamilton electric watch 3.00 u °, 8.05 2.44

*5.20 #2.49 *14.34 814.22

Source: Survey of Super Olty, March 28,
March 28, 1966, and Saye-Oo,. March 29

1966,
, 1966.

Fed Mart, March 28, 1966, Fantastic Fair,

o\
VJl
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