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(used to be chapter 6)

Ben & Jerry’s

Ben & Jerry's is well known for its interesting ice cream flavor names and organizational structure. Their web site, “Benjerry.com” describes the current flavors along with the company's involvement in social issues.

Ben & Jerry's Homemade, Inc., is a publicly held corporation that was founded in 1978 by charismatic visionaries Ben Cohen and Jerry Greenfield. The corporation had its modest beginning when Cohen and Greenfield took a $5,000 correspondence class on making ice cream. Together, they opened up an ice cream shop in a renovated gas station in Burlington, Vermont. Since then, Ben & Jerry's has grown into a multimillion-dollar powerhouse that is known worldwide for its plethora of frozen yogurt treats and ice cream novelties in traditional and unique flavors.

Although most of Ben & Jerry's success can be attributed to their array of innovative flavors made with the freshest Vermont milk and cream, some individuals argue that the company's idealistic business philosophy has contributed equally to its success. Ben & Jerry's Homemade, Inc., operates in a socially conscious manner where the co-founders' values influence the corporate mission statement and strategy. Among publicly held companies, Ben & Jerry's Homemade, Inc., donates the highest percentage of its annual pretax earnings to community organizations and social causes.

Casestc \l1 "Cases: Specialty Retail

Retail sales have been strong during the past few years, especially in light of the mature and saturated retail market in the United States. While sales have not been phenomenal, they have risen by about 4 percent annually throughout most of the 1990s. Much of this growth can be attributed to the good economy of the last six years, marked by low interest rates, low inflation, and low unemployment (resulting in an increase in disposable income). Standard and Poor's predicts the economy to keep growing but at a slower pace. These factors, plus a strong consumer confidence index, all mean continued growth for the specialty retail industry; but at a moderate pace overall.

Actually, given the economic indicators, a good question is: Why are sales not growing even faster? The biggest culprit—new shopping and spending trends from consumers. For example, recent studies indicate mall shopping is on the decline, with the average mall visit dropping in duration by more than a third. This may be partly because consumers are more pressed for time. As consumers have less time to shop, they are more likely to purchase only what they need and leave.

The Internet has also helped with precision shopping. In fact. Internet shopping has many advantages, which are not lost on the consumer. However, since home computers with Internet access are not universal in the United States, Internet shopping so far has made only a small dent in overall retail spending. As more consumers become equipped with Internet access and security becomes more standardized, however. Internet shopping will take a bigger bite of the retail shopping pie.

An important spending trend is the increased spending toward leisure and entertainment, reducing spending for retail shopping. This has not been lost on the sellers of entertainment and leisure services, as evidenced by the skyrocketing prices of big concert tours, plays, and unusual vacation packages. For example, concert tours in the past few years from such acts as the Eagles, Rod Stewart, Fleetwood Mac, and U2 have charged from $60 to more than $100 for their top tickets.

One last trend affecting large specialty retailers looking to merge with each other comes from the federal government. The Federal Trade Commission has blocked two retail mergers in the past couple of years, one of which was the proposed merger of specialty retailer Office Depot with Staples. This type of restriction has helped keep specialty retailers from monopolizing the niche market they serve.

Stock/Investment Outlook 

The investment outlook is best for those companies that seem to be the future of specialty retail. The term "specialty retail" seems to imply a small store or chain. However, if we consider businesses such as Toys "H" Us and Bed Bath and Beyond specialty stores, the picture changes. 

The future looks brightest for those companies poised to take advantage of the recent trends in specialty retailing: superstores and "category killers." By attempting to stock every item in a certain line of merchandise, superstores/category killers gain the ability to charge really low prices. Office Depot is an example of a category killer in the office supply area. Other examples of category killers include Toys "H" Us and Circuit City.

Those large specialty retailers poised to become the leaders in their category have the best investment outlook. As far as small specialty retailers go, those with the best outlook are retailers who seem to be serving a new trend or increasing need. IKEA furniture stores, for example, have found a hungry U.S. market for reasonably priced, stylish furniture.

Potential/Prospective for Growth

One advantage specialty retailers will always have is that their fortunes do not necessarily move in step with that of the economy. By definition, a specialty retailer sells products only in specific categories serving niche markets. Therefore, a specialty retailer can make money as long as their niche market is profitable, regardless of the state of the economy as a whole. Likewise, a good economy is not enough to guarantee success for a specialty retailer.

Competitive Structure 

Specialty retail stores are normally thought of as small stores competing for a small piece of the pie, the majority of which is owned by a few large players. While this is certainly partially true, this can change depending on your definition of a specialty retailer. Certainly businesses such as Toys "Я" Us, Staples, The Limited, and Radio Shack sell primarily one type of merchandise, yet they are large businesses. Therefore, specialty retailers can appear on both ends of the spectrum in size.

Consider the small specialty retailers. These can be either a national chain or mom-and-pop (or regional) stores.

If it is a national chain, this is usually because there is a nationwide market for the niche products they sell. This usually means that one or a few large specialty retailers have the lion's share of the market. An example of this might be the smaller PAO Schwartz stores competing against Toys "Я " Us. Smaller retailers generally compete (especially against category killers) by focusing on something slightly different from the large category killer they are up against. For instance, they may have only high-end (or more expensive) merchandise. FAO Schwartz, for example, focuses on more expensive (and more profitable) merchandise, while Sharper Image's toys are geared toward adults.

The large retailers have found that they can only remain on top by never resting on their laurels and carefully following overall retail trends such as everyday value pricing (e.g.. Home Depot). Some retailers seem happy to give up the leadership in order to retain their profitability. Borders Books and Music and Barnes and Noble's are two examples of bookstore chains that are not trying to capture the other's customers by undercutting each other in prices. Therefore, the competitive structure depends on the niche market you are examining. In general, there are a few large players taking up a large share of the market, with the rest of the retailers fighting for the remainder, which often comprises more than half of the market.

Role of Research and Development

Research and development has an important role in specialty retailing, although not in the traditional sense of R&D. Like all retailers, specialty retailers must do research regarding market conditions and keeping tabs on the competitors. Unlike general retailers, specialty retailers have to pay extremely close attention to trends within their niche. For example, a retailer that sold only typewriters and carbon paper would be hard-pressed if they did not plan adequately to change once personal computers started becoming popular in the 1980s. General retailers can afford to be slightly behind the trends and still survive, since they do not make their entire living from one smaller section of the population.

Development is similar. Specialty retailers need to develop new concepts and new ideas for growth to keep from being passed by or stagnating. Development of faster and cheaper ways of doing business can also help.  Dell Computers (a direct computer retailer and manufacturer), for example, has reaped great profits from developing a fast assembly and delivery method in the time-sensitive market of home computers. The role of development in specialty retailing consists of refining the concept and shopping experience of customers to keep pace with changing demands.

Technological Investment and Analysis

Specialty retailers are poised to take advantage of technological improvements in different ways. For innovations in issues that all retailers face, such as inventory management, specialty retailers (especially the smaller ones) let the bigger, general retailers pay for research, and then the specialty retailers follow suit. Specialty retailers, especially the smaller ones, can be quick adopters of technological advancements and improvements, sometimes using new technology in innovative and unintended ways in order to gain a competitive advantage over their rivals.

For example, one small high-end men's apparel store in Washington, D.C., uses digital cameras to store pictures of outfits that clients purchase. That way, if a client needs to buy a new shirt to match a previously purchased set of pants, a simple call may be all that is needed. The salesperson will pull up pictures of outfits purchased in the computer and make recommendations. General retail innovations such as EDI or Internet shopping have been quickly accepted by specialty retailers.

The Internet especially seems to be a powerful tool for specialty retailers. A specialty retailer on the Internet does not need a store or a catalog to present itself professionally to customers. The Internet also allows customers from all over the world to shop at a store, even if the business has only a few locations. According to Standard and Poor’s, a commitment to information systems is emphasized in specialty retail, particularly the bigger chains. Information technology helps stores reduce and control costs and can provide key information about the business. For example, the use of point-of-sale data can tell retailers quickly what is selling and what isn't, allowing for better response time to trends.

Recommendation for the Future

Specialty retailers need to keep abreast of the latest market trends in the general economy, in retailing, and most importantly, in their niche. They must also exploit improvements in technology to keep up with their nimble competitors; even the large specialty retailers have smaller competitors who could turn operations around quickly. A more targeted and dedicated marketing approach seems to be the next trend in retail marketing, for example, and this is not lost in the least on specialty retailers. Standard and Poor’s sees improvements in store design, customer service, merchandise quality, and technology as coming trends. Some of these trends are already occurring, with sales clerks making suggestions for more merchandise based on previous purchases and demographics. With the Internet and the lack of time to shop, specialty retailers will have to work hard to keep customers. Location will again become important. Stores should be prepared for customers or offer to deliver the merchandise through the mail for free if it is not available. Only enhanced service such as this will keep a high margin and highly profitable customer coming.

Ben & Jerry's

Technological Investment and Analysis

Ben & Jerry's currently utilizes technology in the following areas: customer database management, manufacturing, website development, and multimedia. By examining each area individually, we can determine how the company should continue to invest in technology in the future.

Customer database management is a tool for satisfying customer needs and demands. The company currently uses its database for two primary reasons: 1) to discover what customers think of new product ideas and 2) to involve customers in social concerns.

Most of the database records are collected from the Franchised Scoop Shops that send in the names of people who want to be placed on the Ben & Jerry's mailing list. When placed on the mailing list, customers are sent catalogues and newsworthy updates on company happenings. By using the customer databases, the company builds valuable relationships between people and products.

In its manufacturing, Ben & Jerry's uses a very advanced system to emphasize efficiency and productivity for the user. The system ultimately creates a better link between production and storage areas. The business planning and control groups use Ethernet and networking products.

The use of system architecture allows employees to exchange and analyze data. Through this system, the company allows its engineers and designers to share product development information so that the progress can be evaluated constantly. Systems architecture also offers pattern recognition and process learning. Thus, if employees spot inefficient trends during the manufacturing process, proper adjustments can be made that are more effective for the company.

Although the manufacturing process is constantly updated to improve efficiency, Ben & Jerry's also invests much time and effort into further web site development.  The web site is an area of continuous technological growth and investment. The company's current web site features an interactive page with an animated tour guide helping visitors around the site in order to answer their questions. The range of interactive information that can be gathered on the site is useful in building long-term relationships with Ben & Jerry’s customers.

Finally, the company focuses its resources equally on the expanded use of multimedia applications in its day-to-day operations. Specifically, Ben & Jerry's utilizes videoconferencing to maintain close teamwork and communications between employees who are more geographically scattered as the company expands into the worldwide market.

Recommendation for the Future

Since Ben & Jerry's manufactures products in the mature stage of the product life cycle, the company should now focus on strengthened market share and building brand loyalty. Ben & Jerry's super premium ice cream product already has an established customer base. The company will gain new customers only if consumers choose to switch super premium brands. In this stage of the product life cycle, emphasis must be placed on customers by building brand loyalty and creating customer satisfaction through the use of technology.

The company can build brand loyalty through the effective use of web site development and database marketing. The Ben & Jerry's web site currently uses several innovating frames to encourage customer interaction with the product and the company. By increasing the number of interactive elements on their web site, keeping the site current with product information, and, most importantly, marketing their site among prospective clients, Ben & Jerry's will be able to maintain high customer loyalty among their target markets.

The real key to Ben & Jerry's future success lies in the company's ability to use and maintain customer databases effectively. Currently, Ben & Jerry's uses its customer databases to gather customer feedback and to introduce customers to social concerns and volunteer organizations. Although these are major current concerns of the company, Ben & Jerry's can use customer feedback in the future in other areas as well. For example, customers may recommend additional channels of distribution for the company, international opportunities, and new growth areas.

As technology grows, Ben & Jerry's should stay aware of increasingly new methods of adding to its customer database. In addition to Scoop Shops, sites such as grocery stores and restaurants where customers purchase the products, the company now has the opportunity to use the Internet to maintain contact with old and new customers alike. By expanding the method of creating additional customer databases, the company can find out more information about consumer habits and therefore gain more accurate marketing knowledge.

If Ben & Jerry's decides to focus on the customer first, super premium ice cream will not enter the declining stage of the product life cycle. The company must understand the importance of customer feedback and the use of technology to utilize it appropriately. 

Global giant Unilever acquired Ben & Jerry’s in 2000. It remains to be seen how the buyout will affect the policies and operations. But there is already some conflict in the information systems. Unilever relies on purchased software including a global ERP system; Ben & Jerry’s uses older custom-built software that is incompatible with other systems. 

Questions

1. What is the strategic direction for Ben & Jerry's ice cream?

2. What are the critical success factors and core competencies factors for Ben & Jerry's ice cream?

3. Upon what technologies has Ben & Jerry's relied?

4. What has caused a change in the use of technology at Ben & Jerry's?

5. Are there replacement products for Ben & Jerry's ice cream?

6. What does the corporation's web page present about its business directives?

7. How important is data to the corporation's continued success?

Additional Reading
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The Limited, Inc.

On August 10, 1963, Leslie Wexner borrowed $5,000 from his aunt to finance the opening of a small women's clothing store in Columbus, Ohio. On his first day, Wexner sold $473 worth of merchandise. In the span of 34 years, Wexner's aunt's investment of $5,000 has become a multibillion dollar company. One man's vision, perseverance, and business savvy have made The Limited a leading specialty retailer in the United States.

Growing from one store in the 1970s to a multistore, multibrand corporation has been the result of several strategic and operating efficiencies. Many new stores were opened in the 1970s. The Limited built a distribution facility in Ohio, next to the company headquarters.  This allowed The Limited to have inventory shipped directly to the distribution center for prepackaging, price tagging, and store-order fulfillment. Additionally, the company acquired better control over inventory, storage, and shipping costs. The corporation has since opened additional distribution centers to accommodate the thousands of retail stores existing today.

Another strategic initiative that contributes to overall brand perception and success is storefront saturation.  Whenever possible, The Limited will lease several contiguous spaces in new malls and act quickly to reposition their different stores in clusters in mall relocation and remodeling. This strategy causes the customer virtually to be surrounded with stores that are owned by The Limited. Otherwise, distractions like a cookie shop or a bookstore, for example, might flank a brand new Limited store. This retail space strategy leads to internal efficiencies also. Contiguous stores can share break rooms, inventory rooms, management, and other resources.  Interior passages between stores (for instance, connecting a Structure and an Express) gives the customer the illusion of a much larger store, and keeps customers inside Limited stores and out of the rest of the mall.

Technological Investment and Analysis

The Limited employs thousands of people, has almost 20 self-managing subsidiaries, and has managed to accumulate  several billions of dollars in assets. Technology has helped The Limited manage inventory, manage product lines, control day-to-day activities at the retail stores, and provide information to management enabling them to grow the business.

How can a retailer know each customer? Winners in the consumer information market will be expert managers of that data. Building upon the successes of data warehousing in other business fields, retailers will have to find data about customers, analyze it, and proactively use that knowledge to increase profitability and retain market share.

Also changing is retailers' use of the Internet to market goods, distribute corporate information, and attract customers. Specialty retailers like booksellers, wineries, T-shirt shops, and travel services have capitalized on doing business on the Internet. Technology will continue to play a vital role in determining the future of any retailing enterprise. The Limited is no exception. But being large and a market leader has led The Limited to take a somewhat conservative approach to technology. 

Data, hardware, and software are the building blocks of information technology. The integration of these objects enables a company to work, predict results, and make money. Most sales and customer data is collected at the point of purchase. Hardware enables stores to scan inventory items into an IBM terminal-based cash register programmed with custom sales tracking routines and inventory modules. The sale is computed, payment is made, and the customer leaves. Nightly, store management closes the day's transactions, and enters cash and payment balancing information to reconcile the day's activity. Leased-line connections from the store to central data repositories in Columbus, Ohio, make the transfer of sales data. Inventory levels are adjusted, shipping orders are formulated, and data is stored for management review. A warehousing strategy is used to store data. In turn, the data is mined to provide reports on store sales, product line productivity, and patterns of consumer behavior.

The same principles are in operation in data warehousing. Intelligent handling systems track incoming goods, fill orders for stores, and monitor inventory levels. This hardware must be available to all levels of employees. Systems are also in place to automatically alert management of late shipments and deteriorating inventory levels. To make sure that the information stays current, custom software solutions track the flow of goods. Intranet-based database applications ensures smooth delivery to all warehouse personnel.

PC-based utilities are employed to manage employees, share information between store and corporate management, and facilitate client/server automation. These systems answer questions regarding future shipments and price and product availability. Home office users share information through local and wide area networks. The Limited's corporate campus is several blocks long and wide. Traditional memos and nonelectronic communication would be inefficient and costly.

The Internet could play a very important part in the future of The Limited's information technology focus.  The Limited started a web site in 1997. It is used primarily to distribute marketing and financial information.  Newly developed commerce solutions could be plugged into the existing distribution channels with little infrastructure change.

Knowing customers and their tastes is crucial to the development of brands that customers will buy.  Web-enabled questionnaires and marketing forms could gather this critical information. PCs are being bought and used in the home and office internationally every year. Persons at home, work, or at an interactive kiosk in a store could volunteer information that could be used to feed decision support systems. Management would then have the ability to peer through the technology and see beyond quantitative data. Customers' feelings toward products could be analyzed.

A virtual store on the Internet requires a fraction of the overhead required for a physical store. Once established, transaction processes would record the sale, produce entries in the data warehouse, and, by default, collect marketing data. This same interactive information could be modified into back-end management applications to monitor and predict sales results. This would leverage the IT expenditure to gain sales insight.

Over the last three years, developments in collaborative GroupWare and software have made sharing information across the enterprise less costly, more effective, and a valuable part of the information chain.

Support systems must be integrated to manage and share information. A typical software suite like Lotus Notes could be used by all members of the information chain. Since an intranet-based information solution would be integrated into the supply chain, the same technology could be used to examine the front (marketing) and back (financial and operational) ends of the data.  Employees would be able to share data, comment on contributions and new data, import and export raw data into other software application suites, such as Microsoft Office, and generate variations of reporting for more departmental and personal uses.

Data models could be built to answer questions regarding the profitability of the Internet commerce project or any other business decision. External sources could supply the static inputs and industry paradigms. Internal data could be applied to the model logic, and the outflows would answer management hypotheses. Modeling enables companies to examine data through the use of constructed scenarios without actually executing the components of the model. As a testing ground for ideas, a model enables companies to query a set of data in countless ways not otherwise possible.

Technology will enable The Limited to answer questions regarding the profitability and effectiveness of the Internet. First, a descriptive model must be constructed to evaluate the effect of Internet commerce on supply and distribution chains, pricing, market segmentation, and information management. Assuming an enterprise information system has been installed, inputs from all aspects of this marketing channel could be considered. The model would evaluate the inputs and produce a set of descriptive outputs for management review. These sets of data would complement a  decision support system designed to evaluate the effectiveness of the project.

Recommendation for the Future 

The specialty retailing industry entered the technology arena late. As a result, these retailers continue to make investments in technology to catch up. The Limited has the financial and management resources to test and deploy an Internet commerce system and should do so immediately. Their main competition. The Gap, Inc., has already made such a bold move. In November 1997, The Gap launched an online store that markets and sells all merchandise found in their stores. Sensing that their primary market is the same user demographic surfing the Internet, The Gap was the first large specialty retailer to establish itself on the Internet. 

The Limited must continue to refine its presence on the Internet. The younger, contemporary market is easily impressed with trends and marketing savvy. As a matter of viability. The Limited must act now to capture and maintain a sizable and influential market share. In 2001, The Limited invested in a customer relationship management package from SAS to help analyze sales data. The goal is to increase sales by cross-selling products to existing customers. The pilot test targeted 100,000 of the top customers for a special marketing campaign, resulting in a 400 percent return on investment.

Questions

1. What is the strategic direction of the corporation, and who drives this direction?

2. Upon what technologies has the corporation relied?

3. How is customer data collected?

4. How successful has the technological change been?

5. What does the corporation's web page present about the business?

6. What role does data play in the future of the corporation?
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