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MARKETING MANAGEMENT
                             Nine exclusive outlets of Philips named Philips Arena, which were opened in 2001 at various locations across India, contribute nearly 4% of the company s total revenues. LGs nine exclusive outlets in Delhi constitute 35% of the total revenues that it makes in Delhi region.

                           Exclusive outlets as new distribution channels are catching up among consumer durable companies. This concept is widely used by players in other industries like textiles (Raymond and Vimal), watches(Titan and HMT) and the footwear industry (Bata). Marketing products using exclusive outlets is not new for consumer durable companies either. Earlier Onida, BPL and Videocon experimented with exclusive outlets with little success. But the good results reaped by companies like Philips and LG have made other companies to take a second look at this format. Other consumer durable companies have also increased their exclusive outlets. Sony has 25 Sony World showrooms spread across 16 cities and is planning to set up 12 more outlets. These outlets are expected to contribute nearly a quarter of its total turnover in the next three years. Carrier Aircon, the air conditioner major, has several exclusive outlets named Comfort Points (112), and these outlets contribute nearly half its  total revenues.

                    The increase in exclusive outlets of consumer durable companies also stems from the fact that the independent franchises who manage these outlets are paid higher margins. For example, LG offers 3% higher margins than what is paid to multibrand retailers. While BPL offers 2% extra incentives for dealers who manage its BPL galleries. The Companies also compensate these dealers when they upgrade or revamp the showrooms. They also promote these outlets through advertisements and print campaigns. Such benefits are encouraging multi brand retailers either to open exclusive showrooms or to convert their existing showrooms into single brand outlets.

                  Analysis attributes the popularity of these exclusive outlets to various factors. They feel that during the early years when Onida and BPL these outlets, they were ahead of their times. Indian consumers at that time were looking for functional products at a lower price. They wanted to compare various models and select one that provided value-for-money. So exclusive outlets didn’t work. Another reason for their failure then was the consumer perception about their brands. Consumers perceived Onida and BPL as TV brands and Singer as a sewing machine brand even though these companies had products in other segments like refrigerators, washing machines and rice cookers. Such a perception made the consumer think that the exclusive outlets offered limited choice. But now, LG and Sony have positioned themselves as consumer durable brands rather than single product companies, thus enabling them to display a wide range of products. This has attracted consumers to these showrooms. Another key reason for these companies opening exclusive showrooms is that they realize that the multi-brand showroom retailers are more concerned about profit margins. To stay profitable, a retailer has to either sell high-end products where margins are high low-end products which give profits on account of high volumes. However, the retailer doesn’t have proper space or personnel to display high-end products like Plasma TV, high-end refrigerators and home theatre systems. Sales personnel at these outlets too are not properly trained on how to sell such products. Thus the companies lose customers interested in purchasing such products, who look for proper demonstration and a certain kind of ambience while making such purchases. Exclusive outlets with a good ambience and trained salespersons,  can attract such high-end customers. This is more for products like air conditioners, where a lot a deliberation takes before purchase on matters like tonnage, room size, etc.

                   However, opening such outlets could hurt the interests of multi-brand store dealers as they cut into the sales of these stores. This does not augur well for any company. Dissatisfied dealers may stop selling the company’s products. To overcome such channel conflicts, companies are taking care to see that these showrooms are not near the dealer outlets. Companies also claim that they are taking care to see that the number of showrooms opened in each region or market is limited so as to avoid concentration of the outlets in a single region. These outlets are also treated like multi-brand outlets for replenishment of stock and after sales service.

Questions for Discussion:

1. What were the reasons for the failure of exclusive outlets during the 1990’s?

2. What are the reasons that have helped exclusive outlets make a comeback though they were a failure in the 1990’s?

3. Discuss the pros and cons of single brand outlets.

