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ABSTRACT 

AN EMPIRICAL ANALYSIS OF COMPETITIVE ADVANTAGE IN UK 

RETAILING: IMPACT OF THE EXTENDED RIJV ON THE MARKETING CHANNEL 

FOR WHITE GOODS. 

This dissertation accomplishes several tasks. First it surveys the literature in the 

resource-based theory of a firm and retailing for establishing the vital links necessary for 

fine heterogeneity in the retail channel for white goods. The review depicts not only the 

various dimensions of the concepts of resources, capabilities and competitive behaviour 

on competitive advantage but also the specific organisational/inter-organisational and 

strategic adaptation capabilities that direct some firms to outperform other firms in this 

retail channel. 

The empirical analysis for testing competitive advantages included a main survey 

analysis that consisted of all retailers and another for the small retailers. A model was 

constructed to diffuse simultaneously the critical resources, capabilities and competitive 

behaviour to competitive advantages pertaining to this retail channel in the UK. 

Furthermore, this method of linking and ranking of key resources and capabilities to 

competitive advantages is expected to encourage managers to leverage existing resource 

positions into superior future positions. Additionally it is also expected to help regulators 

address competitive issues accordingly. 

The results indicate that in this retail channel competitive advantages were 

associated to key resources and key capabilities. In this study the linking of strategic 

adaptive capabilities to key resources highlight retailer branding enhancements from non- 



product activities. These non-product activities were a basis for setting ex ante limits to 

future competition in this retail channel. 

The outcome of the analysis illustrates that efficiency and/or effectiveness of 

outlets (key resources) were subject to delivery of customer values from product 

portfolios that increased market shares (proxy for competitive advantage) for the retailer 

organisations. This study also demonstrates how retailer outlets became a source of 

competitive advantage by fulfilling the conditions of value, rarity, inimitability and in- 

substitutability. 

Finally, this study also reviews the current retail structure of this retail channel to 

understand why it could be efficient and effective than its counterparts in Europe. The 

result of the two surveys suggests some evidence of imperfect competition and directs 

attention not to the concentration of firms but to the imbalances of outlet classes 

prevailing in this retail channel. Moreover this study also reveals that the number of small 

retailer outlets prevalent in this retail channel may indirectly control to a certain degree 

the extent of the advantages of economies of scale/scope that is available to the larger 

retailers. 
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Chapter One Introduction 

Chapter 1 

Introduction 

1.1 Overview 

The proclamation that resources and capabilities of a firm are the sources of 

abnormal rent generation and sustainable competitive advantage is a resource-based view 

(RBV) of strategic management (Wernerfelt, 1984; Barney, 1986; Amit and Schoemaker, 

1993). Several researchers have examined and contributed to this theory which has an 

`inside-out' view compared to Porter's `outside-in' view (Mintzberg et al., 1998). It is an 

internal focus within which a firm looks to exploit the properties of its resources and 

strategic factor market imperfections. 

Although the RBV has been the centrepiece in recent literature, its application in 

industry has raised uncertainty in its current framework. RBV appears to have failed to 

demonstrate how firms make or do not make rational resource choices in the pursuit of 

economic rent and/or sustainable competitive advantage (Oliver, 1997). This may be due 

to the difficulties associated in the identification and measurement of valuable resources 

and capabilities of an industry's specific assets, as there are a few empirical studies based 

on this perspective at present. The dissatisfaction of the current frameworks seems to 

point to possible ambiguities associated with firm's resources and the equation of 

strategic advantages with organisational uniqueness (Mintzberg et al., 1998). Oliver 

(1997) also states that resource based researchers have not gone beyond resource 

properties and resource markets to explain firm heterogeneity. 

On the other hand, some researchers were calling for organisational based theory 

of competitive advantage (Barney and Zajac, 1994), and a convergence between 
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Chapter One Introduction 

Institutional theory and RBV (Rao, 1994). A paper on dynamic capabilities (Eisenhardt 

and Martin, 2000) concluded that traditional RBV misidentifies the locus of long term 

competitive advantage in dynamic markets. Recently the RBV came under further attack. 

Priem and Butler (2001) state that RBV is tautological and argue that the external 

determination of value as defined by Barney (1991) is enough by itself to limit RBV's 

prescriptive ability for practitioners. Coincidentally despite this attack, in the recent past 

many theorists have assessed the impact the diffusion of RBV has had on the field of 

strategy and cognate business activities and have reacted positively. The growing 

popularity of RBV linked with entrepreneurship (Alvarez and Busenitz, 2001), marketing 

(Srivastava, 2001) and economics (Lockett and Thompson, 2001) is to name just a few 

and an opportunity presents itself here to link retailing with RBV. 

In retailing Dobson and Waterson (1996) state that the influences of small 

independent establishments have substantially diminished in recent times as the 

exploitation of economies have led to a few firms controlling a considerable slice of the 

market. A recent study by Miller et al. (1999), however, implies that there are mutually 

beneficial relationships among different types of retailers rather than an overwhelming 

competitive advantage for larger stores. Finally, in the MMC investigation in 1995, it was 

claimed that the retail channel for white goods was much more efficient than its 

counterparts in Europe (MMC 1997, Volume 11, pp. 109). This study provides the 

opportunity to test this claim by probing into the structure of this retail channel and its 

workings. 

1.2 Aim of study 

Based on the positive impact the diffusion of RBV has had on the field of strategy 

and cognate business activities it was appropriate to look beyond a singular view using 
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Chapter One Introduction 

multiple theoretical approaches to extract the richer descriptions of organisational actions, 

their antecedents, and their consequences (Gray and Wood, 1991). Encouraged by this 

thought I have set about to test competitive advantage in a specific retail channel that 

links RBV to retailing for explanations for firm heterogeneity in terms of firm efficiencies 

and effectiveness. A resource based view of a firm claims competitive advantage as an 

offshoot of the reaction caused by a team of deployed resources that produce unique 

capabilities of corporation and co-ordination within such teams (Grant, 1991). 

In order to investigate firm differences, two separate analysis will be conducted 

on key resources and key capabilities related to the retail channel for white goods in the 

UK. The analysis for the main survey will include all retailers followed by another for the 

small retailers with less than 5 outlets. This will be followed by testing competitive 

advantage in which a model will be proposed to facilitate not only the inclusion of key 

variables predicted by RBV but also variables relating to retailing. For this retail channel 

I propose that resources and capabilities are associated with competitive advantage. 

The research questions are therefore: 

a) Is competitive advantage in the retail channel for white goods associated with key 

resources and capabilities? 

b) Does the ability of the key resource(s) to manipulate other resources and capabilities 

result in product portfolios that maximise returns and/or increase market shares for its 

shareholders? 

The testing of the association of competitive advantages with resources and 

capabilities will be based on the following premise. A firm is said to have competitive 

advantage when it is implementing a value creating strategy not simultaneously 

implemented by current or potential competitors (Barney, 1991). Firms become efficient 

and effective from firm activities driven by key resource(s) and facilitated by 
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organisational relationships that manipulate firms resource bases ensuring the potential 

for the key resource is fulfilled over time. In this retail channel, the delivery of customer 

values is connected to holding product portfolios that maximise returns and/or increase 

market shares for the shareholders. Market shares are used as a proxy for competitive 

advantages in this study. Value maximisation of key resources is internal to the firm and 

increases over time, subsequently making outlets valuable, rare, inimitable, non- 

substitutable, non-transferable, and highly marketable. 

The model developed in this study is driven primarily by firm key resource(s) and 

is set on the following premise: competitor strategies and the origins of competitor 

behaviour depict why firms are where they are today and how they got there. Strategy 

implementations are steered by both organisational and inter organisational relationships 

and are path driven. 

To develop strategic assets firms require working capital. The elements of 

working capital provide short-term resources and the activities i. e. strategic adaptation 

capabilities, within the composition of working capital may be related to the product 

and/or non-product activities of the firm. These activities have the potential for setting ex 

ante limits to future competition. 

Furthermore, one of the conclusions of the 1969 MMC report on RRPs 

(recommended retail prices) was that the recommendations of resale prices, in 

conjunction with factors such as restriction of outlets and monopoly in the supply 

industry, might prevent price competition in retailing (MMC 1997, Vol. 1 pp. 49). This 

study intends to review the current retail structure not in terms of concentration of firms 

within this retail channel but in terms of outlets in order to verify the 1969 MMC 

recommendations on the restrictions of outlets. 
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Chapter One Introduction 

White goods were chosen in preference to electrical goods for various reasons. 

White goods are the largest product line with a turnover of about £2.2 billion pounds 

within the total domestic appliance market. The total turnover of this market was about 

£2.8 billion pounds in which about 80% were accounted by white goods. White goods are 

household appliances that include home laundry products, cold storage products, cooking 

products and dishwashers. However the retail channel for white goods is also the channel 

for brown goods and some retailers trade in both product lines. 

Furthermore, the Chicago approach considers retailing function to be basically 

perfectly competitive. However, Dobson and Waterson, (1996) contend that perfect 

competition is not evident in most areas of retailing and that market power in a limited 

form is the more likely norm. They further state that the sources of market power are: 

barriers to entry, economies of scale / scope, national / local market power and retailer 

differentiation of services. Therefore the use of white goods may serve the purpose of 

testing whether the domestic appliance market is perfectly or imperfectly competitive 

bearing in mind that white goods are the largest product line accounting for nearly 80% of 

the total domestic appliance market. Likewise other markets could also be tested for the 

type of competition that prevails by comparing the results against the model of perfect 

competition. 

Moreover if the sources of market power were detected i. e. especially economies 

of scale/scope it may present an opportunity for other retailers to enter this retail channel 

in order to take advantage of these benefits. This may be beneficial to competition on the 

whole. Additionally, white goods, is not the only product line that flows through this 

retail channel. The composition of electrical goods contains both white and brown goods 

and the retailers could be participating in both to utilise the synergies triggered by their 

shared resources and capability profiles. Therefore the retailer selection of an efficient 
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and effective portfolio of product lines feeding different markets could result in multiple 

economies of scale/scope. Hence this dichotomy is expected to reveal whether the 

retailers could exploit multiple economies of scale/scope in a retail channel. The 

understanding of white goods retailing may be a stepping stone for better understanding 

of electrical goods retailing in the UK. 

Finally, the empirical analysis in the retail channel for white goods and use of the 

extended RBV initiate the opportunity to investigate how the current market leaders 

arrived and maintained their market positions in this retail channel. Dixon and Comet 

have held on to their market positions for over a decade. The study of their resources and 

capability profiles together with those of other retailers may also contribute towards 

understanding how competitive advantage is sustained in a retail channel. 

1.3 Contribution 

It should be emphasised from the outset that this study offers a partial analysis of 

the resource based view of firms in an industry. It does not purport to examine the 

resources of firms collectively operating in an industry instead it looks at resources of 

firms applied to the retail channel in an industry. Thus this study nevertheless attempts to 

stretch the understanding of the RBV by linking competitive advantage with resources 

and capabilities relevant to the retail channel for white goods. The inclusion of the 

organisational perspective within the RBV indicates that it is empirically valid and non- 

tautological as it illustrates that resource values are internal to the firm and were subject 

to managerial manipulation of other resources and capabilities. 

A model was constructed to diffuse simultaneously the critical resources, 

capabilities and competitive behaviour to competitive advantages pertaining to this retail 

channel in the UK. This model was put to the test via two individual surveys i. e. the main 
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survey and the small retailer survey. The results of both surveys were facilitated by the 

SPSS and LIMDEP software packages. Five out of the nine hypotheses were significant. 

The linking and ranking of key resources and key capabilities to competitive advantage is 

expected to encourage managers to leverage existing resource positions into superior 

future positions (Winter, 1995; Dierickx and Cool, 1989), but also help regulators to 

address competitive issues accordingly. Additionally it is also expected to help regulators 

address competitive issues accordingly. 

This study demonstrates that for sustaining competitive advantage the 

implementation of a value creating strategy that is not simultaneously implemented by 

current or potential competitors is important. These value creating, strategies correspond 

to the prevailing market structure at that time. Furthermore it also highlights the 

conditions and namely the linking of value, rarity, inimitability and insubstitutability 

factors that are essential for a resource to be a source of competitive advantage. This 

study provides the evidence that the retail channel for white goods is primarily driven by 

key resources and supplemented by inter organisational and organisational capabilities. 

Moreover the key resources were the outlets and traces of imperfect competition were 

detected in this retail channel. 

For outlets to be valuable in this retail channel, superior firms had to have the 

capacity to display and deliver customer values. Effective and efficient capacity 

utilisation of outlets equates to delivering customer values from product portfolios that 

maximise returns and/or increase market shares for retailer organisations. For the large 

retailers exclusive deals were important as it ensured economies of scale/scope, whilst for 

the small retailer the listing of efficient product portfolios was significant. 

Two of the four strategic adaptation capability variables were tested: namely, third 

party credit card usage; and promotions displayed heterogeneity between firms and their 
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linking with resources demonstrated the enhancement of retail branding from non-product 

activities. These non-product activities depicted how ex ante limits to competition were 

set in this retail channel. 

The competitor behaviour variable age explained the importance of early mover 

advantages and the location effects for the small retailers. The analysis indicated that 

several small retailers (r-strategists) had occupied the product market space earlier, 

followed by the entry of the current market leaders i. e. national multiples (k-generalists) 

latter into the retail channel. Moreover the strategies of quicker deliveries were more 

important to smaller retailers. 

Finally, this study reviewed the current retail structure of this retail channel here 

in the UK to understand why it could be efficient and effective than its counterparts in 

Europe. The result of the two surveys suggests some evidence of imperfect competition 

and directs attention not to the concentration of firms but to the imbalances of outlet 

classes prevailing in this retail channel. Moreover, this study also reveals that the number 

of small retailer outlets prevalent in this retail channel may to a certain degree control the 

extent of the advantages of economies of scale/scope that is available to the larger 

retailers. Furthermore, based on the results of this study, it is questionable whether the 

1969 MMC recommendations on the restrictions of outlets still stand. 

1.4 Test Area 

I intend to test competitive advantage by analysing firstly the white goods industry 

in the UK. The white goods industry is a mature industry dealing in domestic appliances. 

The appliances are said to be mature and continual improvements are made on reliability, 

usage and appearance of these products. Appliances manufactured are sold mainly 

through retailers. The structure of the suppliers mirrors that of the retailers i. e. few 
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retailers/suppliers hold major market shares. There is excess capacity in this industry and 

is believed to be a deterrent for new entrants into this industry. 

The area tested is the retail channel for white goods in the UK, where white goods 

are specified as electrical goods. The use of white goods as a single trade line is 

consistent with previous research. Retailing is a very competitive and any successful 

innovation or exploitable differential advantage is quickly analysed, avoided and/or 

adopted by rival retailing concerns (Oliver, 1990). 

1.5 Organisation of thesis 

Chapter 2 is an industry analysis chapter that ponders on research design and is 

intended to direct the researcher towards a choice of research strategy required for the 

present study. The focus will be on the research question in hand, the possible degree of 

investigator control and the contemporary events. This chapter contains information on 

the structures of both the white goods industry and the retail channel for white goods 

followed by sections that describes the rules and options open for competitive behaviour 

in the retail channel for white goods. 

Chapter 3 reviews the literature and lays the theoretical foundations that links 

RBV with retailing. The main purpose of this chapter is to highlight the researchers 

understanding of the interplay between competitive advantage and its main components, 

namely resources, capabilities, and competitive behaviour in the retail channel for white 

goods. In this chapter, nine hypotheses will be proposed to facilitate the testing of 

competitive advantages in this retail channel. 

Chapter 4 explains the methodological and empirical considerations. This chapter 

describes how the research was conducted and implemented together with some 

justifications of the approach used in this survey. The contents of this chapter also 
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describe how data and measures of data were selected establishing links with the retail 

channel, the results and analysis chapters. Furthermore in this chapter a model will be 

constructed to diffuse simultaneously the critical resources, capabilities and competitive 

behaviour to competitive advantages. This model is expected to facilitate the testing of 

the associations of competitive advantage with key resources and capabilities pertaining 

to the retail channel in the UK 

The results and analysis covered in chapter 5 contemplates on multiple regression 

analysis of the variables selected for analysis. A confirmatory model inclusive of all the 

independent variables will be tested using SPSS in the first instance to test the effects of 

the overall model fit before and after any violations for the main survey as well as for the 

small retailer survey. The results will then be validated using LIMDEP selected for its 

inbuilt facility to adjust for issues relating to heteroskedasticity. The 

significance/insignificance of the variables selected is expected to demonstrate the 

associations and also their ranking with competitive advantages. 

The final chapter 6 is directed mainly to discussions of the findings of the enquiry. 

The survey has attempted to demonstrate how firms can make resource selections using 

RBV and the importance of organisational influences that manage these resource 

decisions in their search for competitive advantages. In this chapter the use of the model 

constructed for this survey will also be put to the test in addressing some of the issues 

raised in the MMC survey of the suppliers of white goods. The limitations of the study 

together with the managerial implications and recommendations for future research will 

draw the thesis to a close. 
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Chapter 2 

Industry Analysis 

2.1 Introduction 

The area tested is the retail channel for white goods in the UK, where white goods 

are specified as electrical goods. Retailing is a very competitive and any successful 

innovation or exploitable differential advantage is quickly analysed, avoided and/or 

adopted by rival retailing concerns (Oliver, 1990). It is an important channel in which the 

linking of RBV and retailing can give insights to how fines go about transforming their 

resources and capabilities into competitive advantages. 

The industrial organisations dominant paradigm, known as structure-conduct- 

performance (SCP), suggests that a firm's performance is the result of competitive 

interaction. The conduct of firms in an industry is determined by the structure of the 

industry, which identifies a set of industry conditions that impact on behaviour and 

performance of firms. The SCP nevertheless separates competition from competitors but 

RBV suggests that the structural features of an industry are the results of the 

organisational capabilities of its constituent firms, which have accumulated over time 

(Cockburn et al., 2000). For this study, the linking of RBV, SCP and retailing brings 

together the firms value creation processes in a retail channel in which the identification 

of strategic investments that activate these internal activities are imperative for firm 

heterogeneity. 

The aim of this study was to demonstrate the associations of resources and 

capabilities with competitive advantage in a specific retail channel. The research 

questions for this study were identified as: 
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Chapter Two Industry Analysis 

a) Is competitive advantage in the retail channel for white goods associated with key 

resources and capabilities? 

b) Does the ability of the key resource(s) to manipulate other resources and capabilities 

result in product portfolio's that maximise returns and/or increase market shares for 

its shareholders? 

In order to achieve this objective it is necessary to explain firm heterogeneity in 

terms of firm activities that lead to firm efficiencies/effectiveness. This chapter contains 

the information needed for research design in which factors (variables) relevant to both 

large and small retailers would be considered. Factors can have a range of values and can 

be examined at many levels. If all the factors are varied across the same number of levels, 

the research design will be simpler. In this study an opportunity presents itself to conduct 

two surveys i. e. one for the whole population and one for the small retailers. This 

approach was thought to be important as competitive advantages may be appropriate to 

local markets and furthermore the understanding of the survival patterns of small retailers 

was also important for this study. 

The selection of the response variable is crucial. Care should be taken to ensure 

that the selected response variable provides useful information about the process under 

study. This chapter contains information that has direct links to methodology, results and 

analysis chapters. Initially it also identifies the structures of the white goods industry and 

the retail channel for white goods followed by the description of the rules that govern the 

behaviour of participants and the options open for competitive behaviour in the retail 

channel for white goods. Furthermore, the research design results will be analysed in this 

study by using established statistical methods to draw objective conclusions rather than 

subjective ones. This means the qualities of statistical conclusions will depend on the 

quality of the information extracted from the research itself. 
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Most of the information relating to the retail channel for white goods was obtained 

from the extensive research material produced by The Monopolies and Mergers 

Commission (MMC 1997, Volume 11) report on the supply of Domestic Electrical Goods 

in the UK. The domestic electrical goods considered in this study are washing machines, 

tumble dryers, dishwashers, cold food storage equipment, cookers and microwave ovens. 

The information relating to warehousing was obtained from the databases of a large 

supplier. Whilst some information produced below may have changed, every effort has 

been made to keep it up to date where possible. 

2.2 The nature of the arena in which the competitive activity takes place 

2.2.1 Industry background 

Individual firms may own the resources that grant market power. A prerequisite 

for market power is barriers to entry (Grant, 1991). A firms market share will not only 

indicate its relative powers, but also indicate the time span and the resources and 

capabilities required for reaching desired heights. In this retail channel scale economies 

and experience advantages may be significant contributors to competitive advantage and 

it is imperative to understand the structure of the retail channel concerned. 

The process for determining efficiencies and/or effectiveness internal to the firm 

is nevertheless subject to some rules. The industry regulations give rise to what options 

there are for competition in this retail channel. The structure-conduct-performance (SCP) 

paradigm suggests a firm performance is the result of competitive interactions and that 

the conduct of firms is determined by the structure of the industry where a firm competes 

and identifies a set of industry conditions that have impacts on both behaviour and 

performance of firms. 
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The conduct is determined by the structure of the industry where the firms 

compete. Conduct is based on the decisions made by an individual firm on, for example, 

prices, building capacity, advertising capacity and the investments in research and 

development. The structure is measured by the properties of the industry, which for 

example, are number and size of firms (concentration), advertising intensity, capital 

intensity, concentration of suppliers and customers, the extent of product differentiation 

and barriers to entry. 

The environment could suit a dynamic market, a moderately dynamic market or a 

volatile market. In each of these markets, firms compete to achieve competitive positions 

in order to earn superior profits and/or increased market share through a single strategy 

i. e. cost focus, product differentiation, market focus or a mix of strategies. Therefore in 

order to capture a customer base, each firm would choose a strategy based on its 

foundations (Stinchcombe, 2000) and/or gain competitive position based on a selected 

strategy or a mix of strategies applicable for both current or future environments 

(Cockburn et al., 2000). The r-strategists enter a new resource space at an early stage 

when few firms are present in the product-market space. They are flexible and inefficient 

due to lack of experience, whereas k-generalists join later after several r-strategists have 

entered a new environment. The k-generalists enter this new environment with their 

extensive experience and exploit their advantage of greater efficiency. 

2.2.2 Retail Channel for White Goods 

The sampling frame in this study relates to the retail channel for white goods. 

Retailing is a very competitive and highly imitative industry in the UK, and any 

successful innovation or exploitable differential advantage is quickly analysed, avoided 
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and/or adopted by rival retailing concerns (Oliver, 1990). White goods are sold mainly 

through retailers and are an important intermediary in the UK. 

There are many categories of electrical goods retailers. Some specialise in 

electrical goods, whereas for others, electrical goods are only a small part of their 

turnover. There is also a small second hand goods market, which is also dealt through 

retailers. Electrical goods specialists include a relatively small number of national and 

regional multiples and a large number of small retailers. The retail operations of regional 

electric companies (REC's) are also included here as they represent an important retail 

channel. Retailers offering brown goods only to the public are not considered in this 

study. Some retailers also sell small domestic appliances, whilst diversifying into newer 

segments such as telecommunications products, computer hardware and software, and 

video games. The number of retail businesses and outlets in the UK selling reference 

white goods in 1995 are displayed in Table 2.1. 

Table 2.1 Retail Channel Structure 

Multiple Retailers No. of Market No. of 
Businesses Share %o Outlets 

Dixon 1 21 386 

Comet 1 11 229 

REC'S 8 25 863 

Other specialist multiples 22 9 1048 

Non specialist multiples 16 9 853 

Total multi les 48 75 3379 

Small retailers 3600 25 5100 
Source: MMC (1997) 
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Therefore, in order to test firm efficiencies and/or effectiveness it is necessary to draw 

boundaries so that those firms competing in this product-market space can be captured. A 

collection of firms with similar activities in this allocated space thus forms the retail 

channel structure and is described below. 

National multiples 

There are only two specialist electrical goods retailers with operations across UK. 

Dixons Group plc 

Dixons was incorporated in 1937 under the name Dixon Studios Ltd. The original 

business was in portrait photography. In the mid 1940s the main activity was the retail 

sale of photographic equipment and optical products. The company gained listing on the 

London Stock Exchange in 1962 and expanded rapidly through organic growth and 

acquisitions, diversifying into audio and television, extending its range into VCRs, hi-fi, 

microwave-ovens, computers and other electronic products. 

In 1984 Dixons acquired Curry's Group plc, a national retailer of white and brown 

goods and Mastercare Ltd (Mastercare), its servicing subsidiary. In 1988 it bought 

Wigfalls plc, a chain of 106 electrical stores mainly in northern England, which were then 

integrated into the Dixons and Curry's organisations. In 1993 Dixons sold its retail 

operations in the USA and its UK property divisions, leaving a European property 

division and UK retail division. The main arm of the UK Retail division is DSG Retail 

Ltd (DSG) which is the principal operating division. DSG operates the Dixons and 

Curry's stores and has limited mail order operations made under the names of Partmaste, 

and Dixons Direct. DSG also owns the PC World and The Link chains selling computer 

and telecommunications products. The other operating units include Mastercare, which 
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provides a repair and after-sales service for products supplied by DSG stores and 

Coverplan Insurance Services plc, which provides extended warranty insurance and 

manages consumer credit. DSG (Far East) provides quality control for exclusive brands 

supplied by Far Eastern suppliers. 

In 1995 there were 353 Dixons high street stores which did not stock white goods 

and is expected that they will remain as a high street store for many years carrying out 

personal electronics sales. There were 386 Curry's stores of which 195 were in the high 

streets and 191 out of town in Great Britain and Northern Ireland. The market was 

developing for out of town stores as customers wanted choice and hence the space to 

display a variety of models has increased. Curry's carry both white and brown goods. 19 

warehouses service both chains, and a central department within DSG, has responsibilities 

for buying, advertising, merchandising, security etc. There was also a single management 

information system, a common distribution network and integrated after service support. 

Bulk purchasing backs supply arrangements. Dixons has one own-label reference white 

goods brand - Nova Scotia (CFS products), and home-laundry products manufactured and 

sold under the Currys label. 

Comet Group plc 

In 1933 Comet began as Comet Battery Service (Hull) renting out charged 

accumulators for radio receivers. It then moved on into the sale and rental of radio-sets 

and televisions. The main purpose of Comets activities was aggressive price discounting 

backed up by extensive advertising. Comet was the pioneer of the edge of town discount 

stores. 

In 1983 it was selling the full range of white and brown goods from 180 

warehouses, making it the largest retailer of domestic electrical goods ahead of Curry's. 
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In 1984 Kingfisher then known as Woolworth Holdings acquired Comet. The acquisition 

of other multiple retailers such as Ultimate in 1987, Connect Chain in Northern Ireland in 

1988 and Laskys in 1989 reinforced Comet's activities, thereby enabling it to be the 

second largest UK retailer of electrical goods after Dixons. Comet is one of the principal 

subsidiaries of Kingfisher, which is also the parent company of B&Q plc and operates 

the leading chain of DIY centres in the UK and stocks some white goods. In 1993 

Kingfisher acquired Etablissements Darty et Fils SA (Darty), the leading specialist retailer 

of domestic electrical goods in France. This enabled Kingfisher to become the second 

largest specialist domestic electrical retailing group in Europe. Darcy and Coniet are 

managed as separate entities because of differences in product specifications between the 

UK and France and there is little common purchasing between the two entities. In 1996 

Comet purchased NORWEB, and integrated some of NORWEB's out of town stores with 

its own facilities. NORWEB's 57 high street shops were closed as a result of this deal. 

Comet has moved away from sales proposition based purely on discount prices and offers 

not only white and brown goods but also telecommunications and computer products. 

Comet has supply agreements, which gives it exclusive use of brand names in the 

UK and exclusive distribution rights for products. VestFrost and Blomberg AG supply 

products under their own names. There are also other arrangements regarding supply with 

the option that some manufacturers retain the right to sell the same product under 

different brand names to other UK customers. There are 3 warehouses to store Comet's 

bulk purchases. 

The Regional Electricity Companies (REC) 

The structure of REC is important to all suppliers because of the Electra brand it 

owns through Electra Brands Ltd (EBL). Each individual shareholder is free to 
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commission products under the Electra brand and orders them directly from any supplier. 

EBL has the power to reject an application to become an EBL licensee and a shareholder 

based on material change in the ultimate control or ownership of the user. 

Before privatisation there were 12 English and Welsh Regional Electricity 

Companies, the 2 Scottish Electricity Companies and Northern Ireland Electric 

Companies (NIE plc) and they all had retail operations. The REC's refer to these retail 

operations and also to those companies that acquired the businesses of regional 

companies. 

The retail outlets of the regional companies were set up for two purposes: 

a) to sell appliances that consumed large quantities of electricity and, 

b) to act as payment centres for electricity bills. 

These premises were situated mostly in traditional high street locations and a few 

in out of town locations. The 12 regional electricity companies in England and Wales 

were privatised in December 1990 followed by the two Scottish electricity companies in 

April 1991 and NIE in June 1993. 

After privatisation, these quoted companies came under increased pressure to 

improve their financial performance, which led to reviewing their retail operations. The 

RECs product ranges resembled those of electrical retailers and their income from their 

affiliated supply businesses was thereby reduced or removed. Several RFC's expanded 

their retail operations into additional out of town locations and beyond their traditional 

boundaries, which were the authorised areas designated in their Public Electricity Supply 

licence. This expansion was facilitated by the acquisition of retail operations of other 

RECs in their territories and a few mergers. The overall result was that only a few 

prospered whilst others withdrew from retailing electrical goods altogether. 
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ScottishPower expanded by acquiring superstores from other retailers which were 

in either liquidation or were withdrawing from electrical goods retailing altogether. These 

acquisitions led to 75 shops and 17 superstores trading as ScottishPower in Scotland and 

46 superstores trading as Electricity plus in England and Wales. 

NOR WEB expanded its operations by opening new out of town stores moving 

outside the borders of its parent's authorised area to cover the Midlands, Yorkshire and 

parts of the Southeast. In 1995 South Wester: Electricity plc withdrew from retailing and 

NOR WEB acquired part of its business with 18 superstores and 16 high street shops 

thereby coming closer to covering the whole of England and Wales. In 1995 NOR WEB 

was acquired by Northwest Water plc and from 1996 the combined company traded as 

United Utilities plc. In November 1996 United Utilities sold the loan portfolio to 

Lombard Tricity Finance ltd and then sold the rest of the business to Comet. 

Southern Electricity plc, and Eastern Electricity plc merged their retail operations 

into Powerhouse in April 1992. A year later Midland Electricity was also merged into 

Powerhouse. The operation losses at that time led the parents to put it up for sale in June 

1995. Hanson plc acquired Eastern Electricity and also bought the interests in 

Powerhouse of Southern and Midland and soon afterwards they announced their intention 

to close 195 of the 317 stores. In June 1996 a management buy out team acquired the 

remaining 122 stores in the Midlands, Southern and Eastern England. 

Powerstore was formed in 1993 through the purchases of 14 stores from London 

Electricity plc. It also acquired the concessions, which were being operated inside 45 

Debenham department stores, but these were terminated 10 months later. In 1993 

Homepower Retail Ltd was formed from the acquisions of the retail operations of both 

Yorkshire Electricity group plc and East Midlands Electricity plc. In 1995 Homepower 

Stores Ltd, a newly formed subsidiary of Powerstore, bought the electrical goods retailing 
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business and the assets of Homepower Retail Ltd and in April 1996 both Powerstore and 

Homepower Stores Ltd went into administration. 

SEEBOARD plc has retained a retail operation, closing quite a few high street 

stores and opening 15 out of town superstores. Only the retail businesses of Northern 

Electric plc (NIE Retail Ltd trades as ShopElectric), and SHE have continued with little 

change. 

Scottish Power is the biggest Electricity Company in the UK in year 2000, 

followed by Powerhouse. They are the third and fourth largest retailers of white goods in 

the UK. Both electricity companies participate in bulk buying and have 4 and 3 

warehouses respectively. 

Regional multiples 

These are specialist electrical goods multiples with outlets in particular regions. 

They have significant market shares in the areas they operate. The largest are Tempo and 

Miller Bros. Other important regional multiples include Bennetts (Retail) Ltd, a 

subsidiary of Berry's Group Ltd, operating from Norwich, Hughes (Lowestoft) Ltd, and 

Apollo 2000 Ltd., both operating from Birmingham. 

Tempo 

Tempo is the trading name of KF Group plc's retail operation. In 1996 it had 8 

high street stores and 22 superstores mostly located in the Southeast. Stores are also 

located in the Midlands and the South. Tempo sells both white and brown goods whilst 

having a high proportion of computers in its product mix. Tempo however went into 

liquidation in 2001. 
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Miller Bros. (Doncaster) Ltd 

Industry Analysis 

Miller Bros. is a family owned business based in Doncaster operating from 16 

superstores and one high street site. Most of its outlets are located in Eastern England and 

the East Midlands. They sell both white and brown goods and they specialise in carrying 

a wide range of white goods. EPOS systems are used in all stores, which are not 

integrated with its accounting systems. This means extracting turnover details by products 

is difficult. 

Other Retailers 

The other outlets, apart from the specialist, are Retail Co-operatives, Department 

stores, Mail Order companies and Specialist dealers in built in units and DIY specialists. 

Other Multiples 

Retail co-operatives 

The Co-operative Wholesale Society Ltd (CWT'S) is the provider of buying, 

marketing, distribution and other services to co-operative retailers. CWVS also operates its 

own retail outlets, of which about 45 outlets stock white goods and is the largest co- 

operative retailer in the UK. Several independent societies also sell white goods but 

purchase stock from CWWS, giving it a dual role as a retailer and a wholesaler. 

The Co-operative Retail Society (CRS) trades simply as Co-operative. CRS has 

about 56 stores and about 26 stores sell white goods. Homeworld is the name it uses for 

its superstores. The notable feature of CRS is that it purchases its white goods directly 

from suppliers rather than from the CWYS. 
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Iceland Croup plc 

Industry Analysis 

The main subsidiary of Iceland is Iceland Frozen Foods plc, which has about 760 

outlets trading under the name of Iceland. About two thirds are high street stores. The 330 

showrooms display a wide range of refrigerators, freezers and microwave ovens. Iceland 

is price competitive and offers own-label or exclusive lines to differentiate itself from its 

competitors. The principal own brand is Iceline. 

Departmental stores 

Departmental stores display stock of both white and brown goods. The 

Departmental store chains who offer goods from five or more outlets worthy of note 

include Allders, House of Fraser and John Lewis Partnership plc. 

Allders Department Stores Ltd. 

This is the principal subsidiary of Allders plc., operating from 20 Allders 

department stores and 10 Allders Home shops in Greater London, central, southern and 

northern England. White goods are sold from all these locations, of which 8 are out of 

town and 2 are edge of town. Allders is managed centrally and includes buying and 

pricing. 

House of Fraser 

This is the principal subsidiary of House of Fraser plc. Trading takes place under 

several names, which includes Rackhams, Binns, Army & Navy, Dickins & Jones as well 

as its own name. Most of their stores are located in high street locations throughout Great 

Britain. 
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John Lewis Partnership plc 

Industry Analysis 

The principal subsidiary is John Lewis plc. It operates about 23 departmental 

stores in England and Wales under a variety of names. The majority of their stores sells 

white goods. The stores differentiate themselves from competitors by accepting the stores 

debit cards instead of credit cards. They also offer a free one-year extension to the 

supplier's warranty on appliances purchased and prefer this arrangement to promotions. 

Small retailers 

In this study firms with less than 5 outlets are considered as small retailers. The 

MMC report indicates that the total number of small retailers in the UK is expected to be 

greater than 3000. Small retailers appear not to compete on prices but project customer 

values through free delivery and installation, favourable credit terms and free warranties 

to counter balance price differentials. 

Many small retailers are members of retail buying groups and, as members, they 

use the buying power of these organisations to gain access to leading brands and also for 

purchasing at competitive prices. However, the listing in the small retailer outlets seems 

to favour products from the bottom/ middle end of the market with low margins. 

Retailer buying groups 

The difficulties in obtaining goods from suppliers have led the way for some small 

retailers to form buying groups. The purpose is to exploit favourable buying terms from 

suppliers who preferred to sell large quantities. The total turnover was about £83 million 

in 1995 (MMC, 1997 pp. 46) 
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The largest of these is the Combined Independent Holdings (CIII) which are 

owned by 21 local groups. The local groups are CIH shareholders and CIH takes title to 

goods purchased by their members. There are five local groups worthy of note. These are, 

Birmingham Combined Independents; LITER (males & West); Cl (CNS) covering 

Cambridgeshire, Norfolk and Suffolk; CI North and CIR (NI). Some of these local groups 

do take title to the goods they purchase for their members. 

CIH facilitates and guarantees payments to suppliers for orders placed by 

individual suppliers. About 80% of CIH turnover consist of retailers ordering direct from 

suppliers using CIH headed paper and the supplier delivers direct to the retailer. All 

transactions are thus recorded in CIH books for monthly settlement with the supplier, 

whilst billing the retailer concerned for the goods he has received. CIH does not handle 

these goods physically. The remaining 20% of the turnover consist of buying goods in 

bulk from suppliers for resale to individual retailers. Thus CIH not only takes title and 

physical possession of this ' central stock', but also takes responsibility for distributing 

them to retailers and is a member of Euronics, a Europe wide buying group. This group 

can, in its own right negotiates discounts or promotional offers with the suppliers on 

behalf of its members. There are other retailer groups such as Scottish Independent 

Television Dealers Association with about 50 members and Combined Independents of 

Ulster who do not take title to goods purchased by its members. 

Mail order companies 

Shops and stores are locations where most retail trade for electrical goods takes 

place. However, there is a large amount of trade that is taking place where there are no 

retail premises. The public is contacted directly through advertisements contained in 

catalogues and leaflets. This type of trade is known as mail order. 
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The term mail order is connected to companies that send out large catalogues 

advertising a wide range of merchandise including electrical goods. These are known as 

general catalogue mail order traders, where the customers are contacted directly by them. 

There is also another category where trade is conducted through agents. Catalogues are 

sent to these agents in the first instance and the mail order company deals with the 

customer through its agent. This is the most popular practice. 

There are typically two catalogue issues per annum with several promotional 

updates. These catalogues display a wide range of merchandise where prices are fixed for 

this term. To facilitate this price setting, suppliers also review their prices twice a year for 

mail order companies. 

The prices charged by the mail order companies are typically between 10 to 15 per 

cent higher than those charged in the high street. The high costs associated with their 

method of operation, for example, Agents commission, free credit, delivery costs, bad 

debts, cost of returns, and installations, are some reasons for high prices. 

The mail order companies dispatch these catalogues to their agents who in turn 

take orders by post or telephone. Most goods are sent on approval. The agent passes 

goods to the customer, but bulky items are despatched directly to the customer. The 

customer is given 14 days to accept or return goods before payments begin. Goods not 

accepted are returned via agent's arrangements. 

Payment is usually made by weekly instalments to the agent. The mail order 

companies make no charge for granting credit, say for a 20-week term. The agent 

deposits cash instalments into the mail order companies bank account. For their services 

the agents receive a commission of 10% in cash or 12.5% discount on goods purchased. 
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Mail order companies provide customer help lines. The advice in most cases is on 

the descriptions only. Mail order companies have also stated that it is unlikely the staff 

offering advice have the expertise in all white goods and are not technically qualified. 

Five companies dominate the mail order segment. These are: 

GUS (Great Universal), Littlewoods, Empire, Freeman, and Grattan. 

Other Dealers 

Several other types of dealers sell white goods. These include Wholesalers, 

Warehouse clubs and rental companies. 

Wholesalers 

A wholesaler has been defined as a person, other than a manufacturer or importer, 

who buys white goods to hold in stock in the ordinary course of business with the 

intention of resale to retailers or other wholesalers of similar goods. In other words a 

wholesaler is considered here as a person who sells several brands. Some wholesalers, 

particularly in Northern Ireland, may be classed as distributors, since they have exclusive 

rights to certain brands in a given territory. Most suppliers supply white goods directly to 

their retailers, or to their final customers, with the exception of Northern Ireland where 

the supply is to the wholesaler. Only a few supplier's use this channel i. e. distributors to 

supplement their direct supply systems or to cater to small retailers whose volume does 

not justify direct supply. There may be more than 100 wholesalers with less than 

£500,000 of turnover and about 9 with turnover greater than half a million pounds. 

The main wholesalers of white goods are: 

Bridisco Ltd, Swift Electrical Wholesalers Ltd, Owenmore Distributors - 

Northern Ireland, Portway Domestic Appliances Ltd, Stearn Electric Co Ltd, Harris & 
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Russell Ltd, Newey & Eyre Ltd, Inman & Co (Electrical) Ltd, and V. Leonard & Co Ltd. - 

Northern Ireland. 

Their total turnover in 1995 was about £32million (MMC, 1997 pp. 46). The 

market is also served by builder's merchants and DIY multiples referred to as kitchen 

specialists who are also installers of fitted kitchens. 

Warehouse clubs 

These are dealers who operate clubs with members and sell only to their members. 

This membership also extends to retailers. Trading takes place in the cash and carry 

format. Warehouse clubs are classified as wholesalers for planning law purposes. Their 

housing structures can resemble both traditional warehouses and conventional retail 

outlets. They also sell to non-retailers. There are about 3 warehouse clubs of some 

significance in terms of their small market share in white goods. 

They are: 

N&P - Nurdin & Peacock Cash and Carry Ltd, Makro Self Service Wholesalers 

Limited. - Makro and, PriceCostco Europe (UK) Limited. 

An important source of supply is that provided by diverters. These are firms or 

individuals that buy up batches of surplus white goods from manufacturers, importers or 

retailers in the UK and abroad. This channel may be the only venue for those who have 

been refused supply through a normal trading channel. These white goods carry the 

normal manufacturers guarantees. 

N&P 

N&P is a traditional cash and carry business of food and tobacco. In 1994 it 

diversified its business under the name of Trade & Business Warehouse, to sell a wider 
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range of goods including electrical goods. It has more than 50 outlets but only the largest 

outlet sells white goods. In 1995 14% of N&P shares were held by SHV Makro and in 

1996 N&P's parent - Nurdin Peacock plc was acquired by Booker plc which does not sell 

white goods. The membership is open to retailers, caterers and many categories of sole 

traders. There are no membership fees. 

Makro 

Makro is a wholly owned subsidiary of a Dutch company, Holding Maatschappij 

Ukadema NV. SHV Makro NV holds 60% and Metro Holdings AG of Zug in Switzerland 

holds the other 40%. SHV Makro is owned by SHV Holdings NV, a privately owned 

company with its head office in Utrecht and is one of the largest cash and carry, 

wholesale groups in Europe with world wide sales. 

Makro holds 35% of the share capital of Chip Shop (Business to Business) Ltd., 

which trades as Business to Business and is the joint venture partner for the management 

of Office Equipment centres and Sound and Vision centres in Makro outlets. There are 

about 27 outlets of which some carry white goods intermittently and some display and 

sell white goods. Makro does not charge a membership fee and limits its membership to 

trade customers. 

PriceCostco 

In 1992 The Price Company Inc (Price) formed a 50: 50 joint venture with the 

Littlewoods Organisation plc to develop a warehouse club business in the UK. North 

America was the first place where the concept of warehouse club operation was 

introduced and Price was a leading operator. Also in 1992 Costco Wholesale Corporation 

(Costco) another leading warehouse club operator, established a wholly owned UK 
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subsidiary. In 1993 Price and Costco merged to form a new company in the US. 

PriceCosto Ltc, and the UH subsidiaries were then combined to form a single 

organisation. The US parent companies holding is 60% and the remaining holdings is 

shared equally by both The Littlewoods Organisation plc and Carrefour SA, the French 

supermarket group. 

PriceCostco has major outlets in Thurrock, Watford, Glasgow, Liverpool and 

Manchester. Its main aim is to sell high quality nationally branded merchandise at low 

prices to businesses purchasing for commercial use or resale and also to individuals who 

are members of selected employee groups. There is a basic annual membership fee for 

both business membership and also individual members. 

65% of PriceCostco's turnover is with trade customers and the remainder is with 

individual customers. Their main aim is to achieve high sales volumes through rapid 

inventory turnover, based on competitive pricing, which is 15 to 20 % below 

recommended retail prices. 

Their product policy is to offer a limited assortment of merchandise in a wide 

variety of product categories, which includes white goods. However, at present the 

breadth of coverage (variants of the same product) is not available, as Pricecostco is 

dependent on diverters for white goods supply. This restriction on supplies thus forces 

Pricecostco to continually change the range of brands and models which, it makes 

available for sale to its customers. It is believed that the prices charged by the diverters to 

PriceCostco are about 5 to 10 % higher than their cost. 

Rentals 

The consumer rental business is a small portion of the total business in white 

goods. This scheme is aimed at customers having cash or credit restrictions and there are 
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no deposits or credit checks (usually). Most rental transactions involve televisions, and 

VCRs. Two companies that dominate the rental market are Thorn and Granada. With the 

entry of Granada, the growing volumes of white goods have been experienced by 

suppliers especially the Hotpoint brand supplied by GDA Ltd to Granada. Thorn's white 

goods are supplied by Whirlpool and it conducts its rental business through it Radio 

Rental subsidiary. Thorn launched its Crazy George operation where ownership of the 

product passes to the customer with the payment of the final instalment. One of the 

conditions of the rental of white goods is that they can be returned at any time. Hence the 

little or no residual value of white goods thus returned has forced many rental outlets to 

concentrate on Televisions and or VCRs as they are easy to handle and deliver, and do 

not require much display space. 

Dealers in Northern Ireland 

In Northern Ireland, a large proportion of electrical goods, which includes white 

goods, are distributed through wholesalers rather than retailers. The general consensus is 

that 75% of this market accounted for small retailers who were unable to meet the 

minimum turnover requirements of the suppliers for direct supplies to them. Furthermore 

the high freight cost and long lead times were at a disadvantage to the small retailer. The 

political environment was not satisfactory for some suppliers to set up local operations. 

However, the recent improvement in the political health has given way to a further 

problem i. e. the refusal of some suppliers to have their products stocked by the same 

wholesaler as their competitors. 

CIR (NI), a local group which is a shareholder of CIH, has a significant presence 

in Northern Ireland with 14 members. It obtains white goods directly from suppliers and 

local wholesalers. Its operations also include warehouse facilities and a procurement 
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service for its members. Combined Independents of Ulster has 34 members for whom it 

negotiates favourable terms of supply and arranges direct delivery as it does not take title 

to goods. 

There are also 9 branches of Dixons in Northern Ireland. NIR Retail is the largest 

retailer with 33 branches. Makro has 1 outlet in Belfast. 

2.2.3 Conclusion 

The year in which trading of the white goods first took place is unknown. The 

present market leaders are national multiples and these firms were involved in relative 

businesses before moving into white goods retailing. The regional electricity companies 

also diversified from established outlets throughout the UK, collecting electricity 

revenues to selling white goods from the same outlets. The firms mentioned above 

account for more than 50% of the market shares in this retail channel. There are a large 

numbers of small retailers mostly family owned with four or more outlets accounting for 

about 25% of trading of white goods. Hence it is possible that some of the small retailers 

were r-strategists at the birth of the retail channel followed by more small retailers, 

regional multiples, mail order companies and departmental stores. The k-generalists came 

later into the retail channel in the form of national multiples and regional electricity 

companies. Table 2.2 below depicts the age profile of firms in this retail channel and it is 

interesting to note that both current market leaders are national multiples (Dixon and 

Comet) and have been trading in white goods for about 14 years. 
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Table 2.2 Asse Profile 

No Of Years 

(trading) 

No of Firms 

in surve 

<10 17 
10<20 16 
20<30 12 

30<40 10 
40<50 8 
50<60 2 
60<70 2 

70<80 1 

80<90 0 
90<100 1 
>100 0 

Source: Compiled by author 

2.2.4 White Goods Industry 

Industry Analysis 

In order to understand when a resource becomes valuable it is necessary to find 

out the conditions under which it becomes valuable. White goods are sold to consumers 

in a traditional way i. e. through retailers in the UK and are an important consideration. 

Markets can be volatile, dynamic or moderately dynamic. The causes for such states are 

driven by technology that can make a stable environment become unstable overnight. 

Volatility in this industry is based on how the product behaves i. e. whether technology 

can change it swiftly. 

In high velocity markets, changes become non- linear and less predictable. The 

overall industry structure is unclear, market boundaries are blurred and market players are 

ambiguous and shifting. Furthermore the predictability plus the reliability of successful 

business models become redundant (Eisenhardt and Martin, 2000). 

On the other hand in moderately dynamic markets, change occurs frequently along 

roughly predictable linear paths. The industry structures are stable, market boundaries are 

clear and the players are well known. In these markets management capabilities rely on 
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existing capabilities (Eisenhardt and Martin, 2000). Therefore, the process below is a 

means of examining market dynamism in order to extract the factors that drive the value 

of key resource(s). 

The white goods industry in the UK is a mature industry, which supplies domestic 

appliances to the retail channel for white goods. White goods are in the mature stage of 

their life cycle and continual improvements are made only on quality and appearance. The 

structure of the suppliers mirrors the retailer's i. e. few retailers/suppliers hold major 

market shares. There is excess capacity in the white goods industry and this is believed to 

be a deterrent for new entrants into this industry. The retail channel for domestic 

electrical goods in the UK is the customer of the white goods industry and is also the 

main suppliers of electrical goods to the domestic appliance market. 

White goods are well-established consumer durable and the products are in a 

mature stage experiencing static annual consumer demand. Products undergo incremental 

improvements in quality and appearance and very little changes have taken place in the 

last 10 years. Suppliers have also commented that they did not envisage major technical 

innovations in the foreseeable future (MMC 1997, Vol. 11, Chapter7). 

Most white goods retailers acquire appliances directly from the suppliers, whilst 

only limited volumes are purchased from wholesalers or distributors. Some small retailers 

of white goods have formed buying groups to take advantage of buying power. Electrical 

goods are classified into two categories i. e. white goods and brown goods. White goods 

sales are seasonal, for example, more tumble dryers are demanded during winter months 

and cold food storage equipment in the summer months. 
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2.2.5 Market size 

Industry Analysis 

White goods are a product line within the total domestic appliances market 

(Housing Market). Key Note Ltd in 1997 surveyed white goods as the largest product line 

accounting for more than 79.5 % of the total domestic appliance market by value (Table 

2.3). The domestic appliance market includes white goods, vacuum cleaners, installable 

heating, space heating, water heating and electric blankets. White Goods are household 

appliances, which include washing machines, tumble dryers, spin dryers, washer dryers, 

refrigerators, fridge freezers, deep freezers, gas cookers, electric cookers, microwave 

ovens and dishwashers. 

Table 2.3 Domestic Annliance Market 
Product groups Value 

£000's 

White goods 2223 

Vacuum cleaners 301 

Installed heating 86 

Space heating 61 

Water heating 96 

Electric blankets 30 

Total 2797 
Source: Key Note Ltd. (1997) 

2.2.6 Market segmentation 

Segmentation of the white goods market is by product - home laundry products, 

refrigerators and fridge freezers, cookers and dishwashers. Table 2.4 displays the volumes 

of 3 categories of white goods. The white goods technology is mature and changes are 
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relatively slow. Brand names are of importance in this industry as it signals quality and 

reliability to the consumer. The quality and reliability of the above products vary and the 

ranges are categorised as low, medium and high. The margins for products in the bottom 

end of the market (low range) are low, and the products in the middle, and upper end of 

the market enjoy relatively high margins. There is also a high degree of product 

differentiation and as already mentioned the sale of white goods is seasonal. 

Table 2.4 Segmentation of Products 

Products Volume 
Units 
000's 

% 

Washing machines 1754.1 33.18 

Tumble Dryers 555.7 10.51 

Cold food storage 2556.7 48.37 
products 

Dishwashers 419.4 7.93 
Total 5285.9 100.00 
Source: MMC (1997) 

Home Laundry Products 

Home laundry products include washing machines, tumble dryers and washer 

dryers accounting for about 31% of the total white goods market. Washing machines 

make up the largest sector within the white goods market, accounting for about 23% of 

sales by value. In the recent past washer dryer growth has been less encouraging due to 

their poor performance in the drying area compared to tumble dryers. Customers have 

found it cumbersome to unload the wash-load before drying could begin. The washer 

dryer cannot dry a full wash-load and drying recommendations are for two drying loads. 
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Refrigerators and Fridge Freezers 

Industry Analysis 

The market for refrigerators and fridge freezers are more dependent on the 

weather than on economics. Hot summers seem to encourage buying. Concern for food 

safety and refrigerator temperatures, along with energy labelling, has encouraged 

manufacturers to produce high performance machines for example, frost free, ozone 

friendly machines and lower energy consumption levels at higher prices. 

Dishwashers 

The market for dishwashers has not grown as fast as anticipated. The reduction in 

prices has helped with slower growth. Consumers still perceive a dishwasher as a luxury. 

Manufacturers are countering this claim by encouraging first time buyers to own a 

dishwasher at a lower price. Builders on the other hand are closing house deals with the 

offer of a free dishwasher. 

2.2.7 Major suppliers 

Mainly large company groups supply the UK white goods market. A small 

number of specialised manufacturers are also involved in the supply activity. There is 

concentration in the industry and the details are shown in Table 2.5 below. The details of 

the firms and firm activities are not considered in this study. 
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Table 2.5 UK Market Shares of Sunnlier ßrnndc 
Suppliers Washing 

Machines 
Tumble 
Dryers 

Dishwashers Cold 
Food 

Stora e 

GDA 31.8 44.1 21.6 22.1 
Emaco 20.7 16.2 27.6 21.4 
MDA 12.1 7.7 2.6 
Candy/CDA 13.5 5.1 6.2 
Crosslee 22.7 
BSDA 20.6 5.1 
Lee 10.9 
Other 21.9 17.0 17.4 31.7 
Total 100.0 100.0 100.0 100.0 
Source: MMC (1997) 

2.2.8 Conclusion 

The white goods industry is highly concentrated as the supplies of goods are in the 

hands of few suppliers. Likewise it has been demonstrated that the retail channel is also 

highly concentrated, depicting that major trading takes place between strategic groups. 

The competitive strategies deployed by these groups may vary depending on their 

individual endowments of resources and capabilities. Brand names are of importance in 

this industry as they signal quality and reliability to the consumer. In the UK major 

brands are well established and the loyalty attached makes it very difficult for new entrant 

to this market. There is also a high degree of product differentiation and the sale of white 

goods is seasonal, products at the upper/middle end of the market command higher 

margins. 

Retailer organisations are the most important intermediary in the UK for the 

display and sale of white goods. Numerous outlets scattered throughout the UK facilitate 

the display and selling process. For outlets to be valuable in this retail channel superior 

firms must have the capacity to display and deliver customer needs. Effective and 
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efficient capacity utilisation of outlets equates to holding product portfolios that maximise 

returns and/or increase market shares for its shareholders. 

2.3 The structure or rules which govern the behaviour of the participants 

2.3.1 Economic Factors 

The housing market dictates the growth or decline of the domestic appliance 

market. In the UK house moves are the key factor in the purchase of household 

appliances. Households are purchased using mortgage facilities supplied by the financial 

institutions in the UK. The cost of borrowing money (mortgage rate) plays a significant 

part in the decision making process where house purchases are concerned. High mortgage 

rates can depress the housing market and a lower rate can stimulate movement between 

houses. However the lower mortgage rates do not always stimulate movement because 

consumers need to have confidence in the economic policies of the ruling government at 

the time the decision is to be taken. People are aware of the pitfalls of the short-term 

measures taken by various governments and are now very cautious with their long-term 

commitments. 

The lack of consumer confidence means that long-term investments can be 

postponed to a future date. The effect on the appliance markets has been to trade down in 

terms of price, reducing the average price of appliances. Some consumers on the other 

hand have been lengthening the replacement cycles for existing appliances with 

replacements taking place between 4 to 5 years on average. This was possible because, 

with lower levels of product innovation in white goods compared to that of audio-visual 

products, it was easier for consumers to put off purchases. However this situation has 

created pent -up demand and its release in the future may result in consumers replacing 

their existing appliances and some trading up to better, more expensive, specified 
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products. Rental companies have also joined in by offering ownership through high 

purchase schemes. There appears to be potential for further growth as consumers have the 

opportunity to change appliances as and when in exchange for new models. 

2.3.2 Environmental Analysis 

The Housing market 

After the boom in the 1980's the housing industry in the UK has undergone 

considerable changes mainly due to house prices falling resulting in negative equity for 

many householders. Consumer confidence was dented and spending on new appliances 

slowed down dramatically. However, The National Council of Building Materials 

Producers (BMP) - Statistical Bulletin, - Dec 1996 reported that there has been an overall 

increase of 6.06% in new housing starts since 1991 (163400 units), despite the recovery 

faltering between 1994 (200000 Units), and 1995 (167300 units), when it fell back by 

16.06%. In 1996 the new housing starts increased to (174200 units) with a growth of 

4.1% over 1995, figures indicating the slump had slowed down and the future prospects 

were good. The steady increase in house prices since 1996 has boosted consumer 

confidence in relation to spending on new appliances enhanced by more choices in 

appliance selection in the market place and vigorous competition between suppliers. The 

sale of council owned properties has also played a significant role in the housing market. 

Household Size 

One of the key factors affecting many consumer markets is the increase in the 

number of households in the UK, creating a potentially larger and diverse market for 

companies to target. The new housing stock is on average smaller than those built in 

previous years. The Office for National Statistics/Key Note has reported that the number 
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of households in the UK has risen by 7.5% between 1991 and 1996, bringing the housing 

stock to 24.1 million units in 1996. Key Note Ltd in 1997 predicted further steady 

increases in the future. 

The increase in housing stock was partly due to the rising population and partly 

due to the increased divorce rates in the UK. Divorces have created a situation where the 

number of people living alone by choice has increased resulting in the strong growth in 

single person households. 

Furthermore a key demographic trend during the last decade has been the increase 

in the proportions of women in full time and part time employment. The traditional 

family role of the women has changed bringing in time constraints for normal household 

chores and offsetting this discomfort through increased household income. This in turn 

has boosted the demand for labour saving appliances such as a washing machine, which is 

easy to use, reliable and cost effective. The increasingly busy life of men and women 

caused through different working shifts has had an effect on eating habits too. The 

availability of convenience foods has supported irregular meal times, creating demand for 

products such as microwave ovens, fridge freezers and dishwashers. 

The extra households therefore have created considerable potential for 

exploitation, as there may be demand for more and more white goods. However, there 

are constraints as well. These constraints may be on space for appliances. The demand 

therefore, could be for slimline appliances. Most extra households are single person 

households with Key Note reporting 7 million households in 1996 - an increase of 27 5% 

since 1990. 

2.3.3 Trade Associations 

The Radio, Electrical and Television Retailers' Association (RETRA) is the 

dominant organisation with about 1400 members in England, Scotland, and Wales. The 
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membership consists of small retailers -independent businesses and two large member 

organisations in Thorn and Granada and a retailer-buying group. RETRA is primarily a 

brown goods association with a growing white goods arm. Membership of RETRA was 

conditional on agreeing to abide by a long standing code of practice, developed in 

conjunction with the Offices of Fair Trading -OFT on the sales and after sales service of 

the products that RETRA members sold and rented. RETRA itself has no involvement in 

buying but is a self-regulating body. 

RETRA acts as a lobbying group representing the interests of its members both 

large and small players with the British Government and also the European Commission. 

The services it provides which are worthy of note to its members are: clearing house 

schemes, a range of standard forms complying with legal requirements on hire purchase 

and rental agreements, special terms with credit card processors. RETRA also provides the 

secretariat for the retailers forum, a less formal organisation which brings together the big 

players such as Dixons, REC's and the small players too, to discuss matters of mutual 

interest of all electrical businesses. Some large retailers i. e. Dixon are members of the 

British Retail Consortium - (BRC), whilst agency mail order companies are members of 

the mail order traders associations. 

2.4 The options available in terms of competitor behaviour 

2.4.1 Introduction 

The aim of this study is to test competitive advantages in a specific retail channel 

by explaining that firm heterogeneity is caused by firm activities, which lead to firm 

efficiencies/effectiveness. In order to achieve this objective it is necessary to choose 

factors (variables) relevant to the problem in hand. The factors in question here are 

resources and capabilities of the retail channel for white goods. The identification and the 
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screening of key resources and capabilities take into consideration the key resources and 

capabilities that drive other resource bases in pursuit of firm objectives. Managerial 

manipulation ensures firm efficiency and effectiveness and is path lead. The resources 

that need manipulating in the retail channel for white goods are primarily connected to 

product portfolios that maximise returns and/or increases market shares for its 

shareholders. The key point for managerial decision making here is that of economic 

rationality. Rationality implies a link between actions and intentions, but not common 

intentions between competitors and includes profit from each competitive action, the time 

pattern of actions and the nature of information about competitive activity. However, it 

was noted earlier that human behaviour stretches beyond economic rationality to social 

justifications and obligations and the management of normative rationality is an important 

source of competitive advantage. 

The information depicted in the following paragraphs are for identifying and 

screening independent key factors and their measures, which will result in the best 

explanations for firm heterogeneity in the retail channel. Furthermore it is also a process 

that helps decide how the response variable can be measured accurately for the testing of 

competitive advantages in the retail channel for white goods. 

2.4.2 Services Offered by retailers 

2.4.2.1 Store Locations - Outlets 

One of the most important changes in electrical goods retailing has been the move 

from high street locations to out of town locations. The increase in size has thus requires 

the renaming of stores to superstores. With so many models and variants available today, 

it is not surprising that such a move has happened. Displaying models to the public is an 

important feature of retailing and is a competitive advantage. The most successful 
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retailers have spent heavily on improving their existing outlets and have also relocated to 

better sites. 

The traditional performance measures were the sales per square foot of space. 

With the move to larger outlets this measure has been switched to sales per store. This is 

to accommodate far higher sales of bulky, high-ticket items, which would not be possible 

otherwise. The idea was to increase the turnover values per store but instead has resulted 

in lower sales per square foot. The compensating fact of higher margins on the more 

expensive products gave the out of town stores a better margin performance per outlet. 

Some stores have suffered from increased out of town competition, whereas turnover for 

those with a mixed portfolio of high street, shopping centre and out of town shops have 

not been adversely affected by the growth of out of town outlets. 

The 1996 Verdict report showed that the number of electrical superstores grew 

from 200 in 1986 to 743 in 1996. Of these 670 were operated by 8 of the largest retailers, 

indicating that smaller dealers have not been able to move out of town. The larger 

retailers therefore appear to have a competitive advantage selling bulky white goods. 

Furthermore, the withdrawal of many REC's has resulted in closures of about 700 of their 

high street stores. Other retailers had acquired some of these stores. The larger retailers 

have also reviewed their position on high street stores and this has resulted in closure of 

some of their bad performers. Whether this move has increased or decreased the overall 

space available for white goods is unknown. Competition for space between white goods 

and other electrical goods may also be a factor based on shop margins or sales per square 

foot. Therefore, if the total area had increased now compared to previous years and the 

units demanded remained was fairly constant, then market growth can only be at the 

expense of competition. 
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2.4.2.2 Stocking policy 

White goods have in general a life span of several years. Modifications come 

through cosmetic changes every one or two years and have very little technical changes. 

Suppliers usually inform retailers of new model details between 2 to 6 months before the 

launch date. The product reviews are held outside the UK and one of the famous 

exhibition venues is in Germany. Both the larger and smaller retailers attend this 

exhibition not only to find out what is offered in the European market but also to have 

discussions on the intended positioning - (price) of these products in the UK market. 

Product selection is one of the principal means by which retailers can differentiate 

themselves from their competitors. This is possible because there are several 

manufacturers of white goods, who have one or more brands in production. These 

manufacturers build a large number of models and model variants offering choices from 

low, medium, high-quality/price to serve the mass markets. It is this choice of products 

which enables retailers to stock a range that is different from their competitors. 

Larger retailers have the storage capacity to choose a range of models with a good 

spread to meet both the price and quality demands of their customers. Most models are 

chosen from what is available on the basis of their perceived marketability. Medium sized 

retailers favour major brand names and appear to go for brand leaders basing their stock 

selection on quality. 

Some suppliers regarded the small retailers as an important distribution channel 

for their brands. MMC investigations also indicate that some brands that are widely 

stocked by some small retailers achieved relatively low market shares compared to those 

retailers who infrequently stocked but achieved higher market shares. For example Creda 

washing machines were listed by 41% of the small retailers surveyed yet had only 2.6% 

of the market shares when compared to AEG listed by only 17% of respondents achieved 

45 



Chapter Two Industry Analysis 

a share of 2.8%. GDA Ltd. uses about 1000 small retailers who guarantee about 60,000 

unit sales per annum of medium to low quality products. 

The stocking policy of the mail order companies is based on exclusivity. The 

catalogues may not display all the models that are available for the brands selected. Only 

a small proportion of models is listed and restricted to maybe one brand. 

2.4.2.3 Own Label brands and exclusive models 

Own label brands are products offered under a brand name, which is owned or has 

been licensed usually by a large retailer. These products are built to the brand owner's 

specification or they may be a supplier's products, which are labelled with the name of 

lof the retailer brands for example, the Electra brand. MMC data that depicts about 16- 

17% of the total sales of white goods are from selective distribution deals. 

Retailers can obtain branded products from some suppliers on an exclusive basis. 

Exclusivity may be available in return for a large order through both domestic and 

overseas manufacturers. There are also situations where a manufacturer may have over- 

produced and is prepared to sell to the retailers the remaining stock at favourable prices 

exclusively in order to improve their cash flows. Some suppliers may also import 

excessive quantities, which may end up as surplus to market requirements and they may 

be forced to adopt the same tactics. This process is not exclusive, as similar products 

would have been sold to other retailers. 

In some cases exclusivity can arise through retailers displaying a distinct model 

number for a product. Certain features may be added or taken away in this situation or 

there may be some cosmetic difference to the product specification. It is also possible to 

find products with only a different label. 
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The main feature in the stocking policy of own label and exclusive models is that 

of price flexibility. The gross margin on these products is usually lower than that of 

branded products and the retailers may use this flexibility to increase their turnover 

whenever it suits them. 

2.4.2.4 Differentiation of product offerings 

There is are wide variety of products with a range of quality options. In 1995 the 

biggest retailer Dixons listed for example 110 washing machine variants from different 

brand names. With the inclusion of own brand labels there could be atleast 13 brands in 

the market fighting each other for market share. Other retailers may list according to the 

number of outlets available to them and may or may not prefer leading brands. For 

business reasons it is unlikely that the biggest retailer would stock or even list all the 

brands that are available. According to major retailers, listings are based on the perceived 

marketability of the products. However, the most appropriate form of competitive 

strategy will depend on the type of products the retailer is offering. A survey carried out 

by Comet on buyer behaviour has revealed that about 30% of consumers only visited the 

outlet they made the purchase from and between 55-64% either bought at their normal 

shop without shopping around or had visited only one or two other shops before arriving 

at their purchasing decision. 

Retailers may, therefore hold/list product portfolios sufficient to gather the 

expected returns and/or market shares on a national basis, based on available outlets. 

Some retailers may decide to follow the leader in strategy selection and others may have a 

focus strategy - concentrating on one or more particular segments or niches of the market, 

whilst, not trying to serve the entire market with a single product or brand. 
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The MMC survey in 1995 on the six best selling models based on retailer sales 

turnover depicted even sales and could not identify a single model that was a best seller. 

This indicates the competitive strategy followed in this retail channel is mainly the 

product differentiation strategy and that there could be close substitutes. This is because 

there were marked differences in the models and variants chosen, confirming retailers 

distinctive ranges and prices. 

2.4.2.5 Pricing 

The major retailers hold discussions and negotiations with the main suppliers on 

an annual basis to determine the level of net buying prices with a view to agreeing trade 

prices. These trade prices are based on retailer perception of the market for the year 

ahead. Catalogue sales are, however, set twice a year. The retailers also agree terms and 

conditions with suppliers regarding discounts, margin maintenance support and other 

incentives based on sales targets. Negotiations and discussions by both large suppliers 

and retailers take place at a very senior level. With small retailers the above take place 

with suppliers area representatives. 

The main policy of the retail channel is to price their product competitively, to 

match competitors prices or to price products lower than their competitors. Small retailers 

are generally not involved in price matching/or cutting but use other incentives instead for 

example, free deliveries, free warranties etc, and only larger retailers are involved in price 

cutting or price matching at present. Price competition between retailers is affected by the 

availability of particular brands or models in the various outlets. For this reason it is 

suggested that retailers often select different models from those chosen by their 

competitors in order to make price comparisons difficult for customers. This process 

avoids head to head confrontation with other competitors (MMC 1997, Voll, pp. 88) and 
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protects product margins. The 'Which' magazine survey of standards of service in 

electrical goods in 1996 also found that, despite widely publicised claims of price cuts 

and special deals, the larger chains not only matched each other on price, but were the 

most expensive. The independents and smaller chains tended to be cheaper. 

2.4.2.6 In store service and staff training 

Another feature of white goods retailing is that it is generally not practicable to 

demonstrate most of the features of the appliances. The absence of practical 

demonstrations however has not deterred customers from purchasing for example, a 

washing machine, as they were already familiar with its basic features. However, the 

accelerating technology of some of the products has shown growing importance to 

customer service. 

Suppliers as well as retailers recognise the importance of in-store service, which 

has to be provided by suitably trained staff. Although the quality of service in stores has 

improved considerably over the years it is still a problem. Retailers can provide high 

quality general sales training, but high quality product training is necessary to sell highly 

priced brands. For cost reasons, retailers are finding it difficult to employ suitably 

qualified staff with technical background. However, many suppliers are now expending 

their useful resources through retailer staff training programmes to address this problem. 

`Which' magazine conducted a survey in 1996 into the standards of service in electrical 

goods and found only 15% of sales assistants were deemed to be excellent in customer 

services, whilst 53% were found to be poor. 
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2.4.2.7 Consumer credit 

White goods are expensive items and not all consumers readily pay cash for 

purchases made at outlets. On average these purchases happen once in four or five years 

and are never planned. In order to facilitate instant purchasing and payment by 

instalment, several multiple retailers issue their own store cards, which offer an interest 

bearing account facility. Most retailers also accept third party debit/credit cards. With all 

cards the consumer can settle the account within one month of purchase or pay the 

balance by instalments incurring interest. 

Most retailers arrange their consumer credit and promotional credit through an 

outside finance house, which takes over the responsibility for approving credit and 

collecting instalments. The retailer, on the other hand, receives commission for the 

business transacted. Two finance houses worthy of note for white goods businesses are 

Lombard Tricity Finance and Time Retail Finance Ltd (Wholly owned subsidiary of 

Kingfisher). There are some retailers who finance credit transactions themselves, taking 

on the expense of administration and the risk of bad debts. For this facility they earn 

additional interest income. 

Most RECs and mail order companies finance their own credit facilities, whilst the 

provision of credit is the key strategy of a few smaller multiples. With credit facilities the 

debtors in a balance sheet would be high, thus reflecting extended credit terms. These 

companies therefore need to have strong balance sheets to survive. 

2.4.2.8 Promotional credit 

This is when credit offered is either interest free or a deferred payment - `buy now 

pay later'. With interest free credit, the purchaser usually pays a deposit and pays the 

balance on the purchase price in equal monthly instalments. The `buy now pay later' 
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scheme operates on a deposit payment now and several months grace before the balance 

on the purchase price is paid. There are also situations where a `buy now pay later' 

customer can opt for further periods of interest bearing credit, earning commission for the 

retailer from a finance company. 

Retailers through finance companies or their own finance credit facility arrange 

the cost of funding promotional credit. The type of consumer who uses these credit 

facilities are normally well off customers, who really do not need credit and are 

creditworthy. This scheme simply enables them to gain extended payment terms. On the 

other hand, if customers were influenced by weekly or monthly payment terms, then they 

would seek mail order companies for their transactions. The strategy used by retailers 

offering promotional credit is also to weaken the competitive advantage of mail order 

companies. The growth of interest free credit has led to increased competition, which has 

resulted in the erosion of the mail order companies volume of business. 

Promotional credit is normally borne by manufacturers or suppliers on the certain 

lines they wish to promote. It takes the form of subsidised sales. The retailer however 

would subsidise other lines not subsidised by suppliers. It is believed that the actual cost 

of subsidy to the retailer is small as most of the subsidy comes from the supplier. To the 

consumer the benefit is the high interest charges avoided on credit cards. 

2.4.2.9 Delivery and installation of goods 

Many large retailers make a charge for the above service. Due to the increasing 

duty levied on fuel prices some retailers do not always cover the cost of delivery and 

therefore charging for delivery of white goods to the customer homes is essential. On top 

of this delivery charge the retailers also offer choices for in-house installation of 

appliances. There is a charge for connection of an appliance to an existing supply. 
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Dixons, the biggest retailer, uses its subsidiary, Mastercare to carry out this work. Comet, 

on the other hand, sub contracts this part of the work. 

Smaller multiple retailers and some RECs offer free delivery and installation as 

part of service led position in the market. Again due to escalating transport costs some or 

even all have begun charging for these services. At present only small retailers offer free 

delivery, which is their strategy to counter price-cutting. Mail order companies, however, 

arrange delivery to their customers homes directly from their suppliers, whilst some have 

their own delivery fleet. 

Recently, some suppliers have reported an increased level of demand for their 

direct delivery service. This is not very surprising. The advantage to the retailer comes 

from reduced level of stocks, with its associated storage and financing costs and the risk 

of obsolescence. The other additional benefits to the customer are the removal of old 

appliances and packaging which may or may not incur a charge, 24 hour delivery service 

and am/pm deliveries, plus a telephone service for confirmation of delivery dates. 

2.4.2.10 Non price promotions 

A wide range of promotional devices is used to stimulate interest and encourage 

sales from different type of customers. The diversity of offerings triggers different 

appeals, which may be partly or wholly funded by suppliers. These offers are aimed to 

inject value for money into customer minds. Offerings include trade-ins, free gifts, free 

accessories, competitions and package deals. However, some suppliers have been 

reluctant to offer non-price promotions due to their logistical complexities. 
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2.4.2.11 After sales service 

Suppliers usually arrange servicing for white goods and some use their own 

facilities throughout the UK. Those who do not have these facilities sub contract the work 

to nominated service organisations. Retailers do not take responsibility for repair work 

but they may in certain circumstances take responsibility for the after care servicing of 

their own label white goods. After sales service could be an important feature for 

customers purchasing white goods. 

2.4.2.12 Extended warranties 

A manufacturer under normal trading situations provides the customer with a 

warranty for the goods purchased from a retailer. The period covered by the warranty is 

usually one year for parts and labour. However, most retailers sell extended warranties for 

all white goods which come into effect when the manufacturers warranty expires. This 

provision is normally an extension for a further four years. Retailers will source their 

extended warranties from a single insurer, who undertakes the administration of the 

policy and the handling of claims. In some cases the customer is able to buy off the shelf 

policies from both large and small retailers. 

Some policies are not insured and some large retailers take a substantial part of the 

risk themselves, by having the insurer reinsure part of the risk with another insurance 

company. A few retailers are known to tempt customers with free extended warranties, 

which is an alternative to price-cutting. 
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2.4.2.13 Advertising by Retailers 

Advertising spend is an important feature of trading for both the supplier and the 

retailer. A supplier will target advertising to strengthen the brand, whereas the retailers 

advertise a variety of products. Only large retailers advertise nationally and the small 

retailers advertise locally. 

2.4.3 Conclusion 

Some important information has emerged from the review of the industry chapter. 

The review indicates that the market is moderately dynamic as changes occur frequently 

but only in terms of quality variations. This means it is relatively predictable as it follows 

a linear path. The retail channel for white goods has relatively stable structures with a 

handful of firms dominating the retail channel and it is almost a mirror image of its 

suppliers. There is a portfolio of white goods made available from a portfolio of high 

street, shopping centre and out of town retailer outlets. Some retailers have moved to 

larger outlets to accommodate far higher sales of bulky, high-ticket items. The 

compensating fact is higher margins on the more expensive products gave the out of town 

stores a better margin performance per outlet. The traditional performance measures of 

sales per square foot of space has been replaced by sales per outlet and this change 

depicts that the listing of products in outlets will depend on product portfolios that 

maximise returns and/or increase market shares for their shareholders. 

The market leaders i. e. Dixon and Coniet both switched into the white goods 

business about the same time (early 1980s) and appear to have resources and experiences 

gathered from the businesses at birth. Growth has been through organic processes as well 

as acquisition and mergers. Dixon main competitive strategy appears to be that of 

differentiation whereas Comet initially based their strategies on cost cutting before 
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switching to differentiation. White goods are well-established consumer durable products, 

which are highly differentiated due to quality variations. The white goods industry has 

reached its mature stages and any major innovations are not expected in the next few 

years. 

The key resource appears to be the outlets. Organisational skills are needed to 

ensure the availability of leading brands of high medium, and low ranges of white goods 

at these outlets. Inter-firm relationships i. e. exclusive deals and inventory management 

facilitates economic exchange and is important for this retail channel. Information on 

bulk buying and warehousing is limited. Activities relating both product/non-product 

activities rely on marketing strategies that are fairly predictable for example, promotion 

schemes, free warranties, free gifts, consumer credit, free deliveries etc. and may be 

exploitable in the short term and quickly analysed and imitated on the long term. 

To summarise, the value of key resource(s) can only be enhanced and sustained by 

delivering customer values from product portfolios that maximise returns and/or increase 

market shares for its shareholders. 
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Chapter 3 

Literature Review 

3.1 Introduction 

Resources and capabilities are foundation stones upon which a firm's long term 

strategy is built, and provides both the basic direction and a primary source of profit for 

the firm (Grant, 1991). A resource based view of a firm claims competitive advantage as 

an offshoot of the reaction caused by a team of deployed resources that produce unique 

capabilities of corporation and co-ordination within such teams (Grant, 1991). 

Given the positive impact the diffusion of RBV has had on the field of strategy 

and cognate business activities, it was appropriate to look beyond a singular view using 

multiple theoretical approaches to extract the richer descriptions of organisational actions, 

their antecedents, and their consequences (Gray and Wood, 1991). Encouraged by this 

thought I have set about to test competitive advantage in a specific retail channel that 

links RBV to retailing for explanations for firm heterogeneity in terms of firm efficiencies 

and effectiveness. To this extent this chapter reviews the literature on competitive 

advantage from the perspectives of RBV and retailing. 

The hypotheses for this study are based on Penrose's (1959) observation that a 

firm may achieve above-normal rents not because it has better resources, but rather the 

firm's distinctive competence involves making better use of its resources. The hypothesis 

also took into consideration the sources of competitive advantages in terms of retailer 

differentiation of scale/scope and services respectively. To this extent retailer 

differentiation of scaletscope was represented by key resources and retailer differentiation 
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of services included organisational, inter organisational, competitive behaviour and 

strategic adaptive capabilities. 

The testing of the association of competitive advantage with resources and 

capabilities are based on the following premise. A firm is said to have competitive 

advantage when it is implementing a value creating strategy not simultaneously 

implemented by current or potential competitors (Barney, 1991). Firms become efficient 

and effective from firm activities driven by key resource(s) and facilitated by 

organisational capabilities that manipulate firm resource bases ensuring the potential for 

the key resource is fulfilled over time. The effective utilisation of the key resource is 

nevertheless dependent on how it reacts with the market factors within the market 

structure in question that either creates or impede demand for the retailers. 

In the retail channel for white goods, the main value creating strategy is the 

delivery of customer values that maximise returns and/or increase market shares for the 

shareholders. Market shares are used as a proxy for competitive advantages in this study. 

Value maximisation of key resources is internal to the firm and increases over time, 

subsequently making those resources valuable, rare, inimitable, non-substitutable, non- 

transferable, and highly marketable. 

3.2 Sources of Competitive advantage 

Barney (1991) provides the most detailed and formalised representation of the 

business level resource based perspective (Priem and Butler, 2001). In his article a firm is 

said to have a competitive advantage when it is implementing a value creating strategy 

not simultaneously implemented by current or potential competitors. He further defines a 

sustainable advantage, as the benefits of that value creating strategy that other firms 

cannot duplicate. Barney (1991,1992) asserts that if a resource is valuable and rare and 
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imperfectly inimitable, then it can be a source of competitive advantage. Value is created 

as goods move along the vertical chain and this is referred to as the value chain (Porter, 

1985). The search for competitive advantage involves scrutinising the value chain and 

identifying the key resources that drive capabilities within and outside the firm that create 

more value when compared to those of the competitors. 

Besanko et al. (2000) explain the resource-based theory of a firm as a framework 

used in strategy based on resource heterogeneity. They posit that for competitive 

advantage to be sustainable, it must be underpinned by resource capabilities that are 

scarce and imperfectly mobile, which means that well-functioning markets for resources 

and capabilities do not or cannot exit. 

Heterogeneity across firms can only materialise if there are factor market 

imperfections under the resource-based view. These imperfections take the form of 

barriers to acquisition, imitation, and substitutability of key resources (Barney, 1986, 

1991,1994; Penrose, 1959; Amit and Shoemaker, 1993). The function of these barriers is 

to restrict and/or inhibit the ability of firms to purchase or duplicate critical resources, 

which contribute to sustainable rent advantages over a period of time. However, the 

resource selection and deployment tend also to create resource mobility problems, as 

strategic factor markets can be imperfect or incomplete. This creates barriers to resource 

mobility depicting unequal distribution of resources within the industry (Barney, 1986; 

Dierickx and Cool, 1989). 

Neo-classical microeconomics focuses on how market forces determine the 

quantity, quality, and price of goods and services sold in a market. In equilibrium, 

industry demand and supply conditions determine the minimum efficiency levels required 

for firms to break even. The Ricardian rent theory depicts that firms will enter the 

industry and the output of firms in that industry will increase, so long as prices exceed 
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marginal costs. In the long run, some firms will become more economical in their 

consumption of productive factors creating efficiencies that result in lower marginal 

costs. These firms then reap the benefits of supernormal profits. Moreover, the perfect 

competition theory assumes that the factors of production are elastic in supply. In reality, 

some factors of production may be inelastic in supply as the time factor involved in 

developing capabilities may be unknown. Furthermore some capabilities cannot be 

bought and sold thus making some factors of production inelastic in supply (Dierickx & 

Cool, 1989; Barney 1991). Supply in-elasticity can thus become a source of sustained 

competitive advantage (Peteraf, 1993). 

In the retail world the Chicago approach considers the retailing function to be 

essentially perfectly competitive. However, Dobson & Waterson (1999) contend that 

perfect competition is not evident in most areas of retailing with retailer power in a 

limited form being the likely norm. They argue that retailer heterogeneity is created from 

barriers to entry, economies of size and scope, national and local market powers, 

exclusivity arrangements and retailer differentiation. They have also demonstrated that 

retailer firm concentration in most sectors has increased substantially throughout the 

1980s and that the movement of gross margins followed the direction of the concentration 

levels. The cause of concentration is characterised by strong economies of scale, which 

depicts a market structure that is imperfectly competitive. However, a model perfect 

competition predicts a market structure with the following characteristics: 

1. Many small sellers of a homogenous product. 

2. Many small buyers. 

3. Free entry and exit. 

4. Free mobility of economic resources. 

5. Perfect information. 
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6. The firm is a price taker and quantity adjuster. 

The use of the perfectly competitive model has increased in recent time as it is an ideal 

yardstick for comparison and evaluation against all other models that relate to the types of 

competition in the market place (Sio, 1991). 

Miller et aL (1999) suggests that the patterns of competition among different types 

of retailers are complex. Their findings indicate a relationship between competition and 

retail structure for different types of retailers. This implies a mutually beneficial 

relationship among different types of retailers instead of overwhelming competitive 

advantages for larger stores. Their study also suggested that regardless of whether scale or 

saturation is examined, the size of the competitive effects is greater when store types are 

adjacent in the degree of end use consistency of product line, undirectional from the 

lowest to the highest consistency. 

Winter (1993) proposes a customer heterogeneity theory in which retailers 

compete on price and service, which reduce the time it takes to purchase a good. The mix 

of these instruments that maximises the profits of retailers is based on tastes of consumers 

on product margins and also the interretailer margins. Retailers create markets both 

locally and/or nationally, and markets with the greatest dispersion of incomes are 

assumed to have the greatest variation in opportunity cost of time (Winter, 1993). In the 

multipurpose shopping theory Ghosh (1986) states that the agglomeration of dissimilar 

types of retailers results in more than double the profits of stores in independent locations. 

Evolutionary ecology is another means of describing the competitive processes 

(Henderson, 1983) and is useful for understanding the types of competitive strategies and 

the types of firms in an environment. Organisational theorists and sociologists have 

formulated a model describing the growth of a specie in an ecology, to describe the types 

of firms in an environment. The population of a specie is small, the effects of the carrying 
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capacity are small and the growth is an exponential function of the natural growth rate. 

This theory denotes competitive advantages emerging as a result of first mover 

advantages initially followed by the entry of other firms into this resource space for 

exploitation of efficiencies gathered from related areas. Hcnce, firm heterogeneity is a 

function of history or initial firm endowments. 

The most influential work in evolutionary economics was produced by Nelson and 

Winter (1982). They examined the implications of the processes of variation, selection 

and retention. In their framework the unit of analysis was routines and the most efficient 

and effective routines generate competitive advantages for firms. 

Under the Institutional theory it is stated that managers make value maximising 

decisions based on choices available to them. However these choices can be constrained 

by surrounding institutional factors which affect the potential for economic rents (Oliver, 

1997). The institutional context refers to rules, norms, and beliefs surrounding economic 

activity that either define or enforce socially acceptable economic behaviour. The 

decisions made through economic rationality at industry, inter-firm, individual levels 

must then be balanced with the ability to manage the institutional context if a firm is to 

sustain competitive advantage (Oliver, 1997). Therefore, the institutional determinants of 

sustainable competitive advantage are normative rationality, institutional factors, and 

isomorphism. 

Marketing theories along with RBV theorists directly address the most 

fundamental challenge of organisational survival by what gives rise to competitive 

advantage and how it can be sustained (Srivastava et aL, 2001). The role of marketing is 

value creation and is by definition externally focused. It attempts to determine what 

value is perceived, experienced and understood by customers by determining what 

customer needs are and it is ex ante. Furthermore marketing generates multiple forms of 
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resources through customer perceptions. Although brand names, customer and 

distribution relationships are helpful in gaining and sustaining competitive advantages, 

leading marketing theorists have not fully articulated processes by which internal and 

market based resources are converted into competitive advantages (Srivastava et aL, 

2001). 

The entrepreneurship theory bases its unit of analysis on the cognitive ability of 

individual entrepreneurs. Entrepreneurs have individual-spcciflc resources that recognisc 

new opportunities and the assembling of resources is also individualistic (Alvarez and 

Busenitz, 2001). Accordingly they argue that the entrepreneurship theory focuses on 

heterogeneity of beliefs about the value of resources that ultimately leads to superior 

performances i. e. competitive advantages between firms. They recognise that beliefs 

about the value of resources are themselves resources. 

Therefore the predominant feature of RBV is that it explains how competitive 

advantage can be sustained whilst other theories mentioned above do not necessarily 

explain sustainability of competitive advantages. 

3.3 Resources and Competitive advantage 

Firm resources are defined as stocks of available factors owned or controlled by 

the firm. Resources are converted into final products or services using a wide range of 

other firm assets and bonding mechanisms (Amit and Schoemaker, 1993). The resource- 

based theory by Grant, (1991) identifies the key distinctions between resources and 

capabilities. Resources being inputs of the production process and a capability as the 

capacity for a team of resources to perform some tasks. Only few resources are 

productive on their own. Productive activity requires the co-operation and co-ordination 

of teams of resources. Resources are therefore a firms basic unit of analysis. 

62 



Chapter Three Literature Review 

For perfonnance to be better, the firm has to possess resources and capabilities 

that its competitors lack. Identification of such resources is important. Barney 

(1991,1992) asserts that if a resource is valuable and rare and imperfectly inimitable, then 

it can be a source of competitive advantage. This means a resource to be a source of 

competitive advantage must meet three conditions. Firstly, the output from these valuable 

resources is willingly purchased by buyers at a price far higher than the costs incurred in 

bringing it to the saleable state. Secondly, it is scarce because it is subject to limited 

supply. Thirdly, it is difficult for competitors to either imitate or purchase the resources. 

In strategic analysis a finn's resources are strengths that firnis can use not only to 

create wealth but also to implement their value creating strategies (Porter, 1980; Barney, 

1991). The primary task here is strategy formulation for maximising rents over time. 

These returns depend upon two key factors: 

a) for sustainable competitive advantage durability, transparency, transferability and 

replicability are important determinants and, 

b) the appropriation of returns which is concerned with the allocation of rents where 

property rights are not fully defined, for example, the relationship between individual 

skills and organisational routines (Grant, 199 1). 

The direct link between resources and profitability is twofold. The first looks at 

what opportunities exist for economising on the use of resources. These resources are 

tangible and maximising productivity is the key in this case. The other looks at the 

possibilities of using existing assets more intensely and in more profitable employment. 

Strategic industry factors such as barriers to entry, buyer/supplier power, intensity of 

competition, and substitutes (Porter, 1980) impact on firms and influence the selection 

and deployment of resources to use. 
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Features of the resources are important ingredients for above normal rent 

generation potential of resources. The identification of characteristics, such as whether a 

resource is scarce, unique, non-tradablc, inimitable, durable, idiosyncratic, and non- 

substitutable (Rumelt, 1984; Barney, 1991; Mahoney and Pandian, 1992; Pcteraf, 1993; 

Amit and Schoemaker, 1993), are important determinants for above normal profit 

generation and sustainable competitive advantage. 

A number of authors have generated lists of firms resources. Barney (1991) 

classified three categories of firm resources: physical capital resources (Williamson 

1975); human capital resources (Becker, 1964) and organisational capital resources 

(Tomer, 1987). Physical resources include physical technology, plant and equipment, 

geographic location, and access to raw material. Human resources include training, 

experience, judgement, intelligence, relationships and insights of individual managers and 

workers in a firm. Organisational resources include the firm's formal reporting structure, 

together with its planning, controlling and co-ordination systems. Six major categories of 

resources recognised by Hofer and Schendel (1977) are financial, physical, human, 

technological, reputation, and organisational resources, indicating resources are tangible 

and intangible in nature. A summary of resources is displayed in Table 3.1. However, not 

all resources are strategically relevant resources. Only those attributes of physical, human, 

and organisational resources that enable a firm to create and implement strategies which 

help improve efficiency and effectiveness are classed as firms resources (Wemerfelt, 

1984; Barney 1991). Moreover, recent literature on the possible links between RBV and 

other disciplines has added more types of resources to the above list, for example, market 

based assets of relational and intellectual (Srivastava et aL, 2001) and entrepreneurial 

belief about the value of resources being resources (Alvarez and Busenitz, 2001). 
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The main purpose here is the selection and the conditions undcr which such firms 

resources can be a source of sustainable competitive advantage for the firm. Thus the 

firms resources must be heterogeneous and immobile. To exploit this potential Barney 

(1991) has suggested resources must possess four attributes: they must be valuable; rare; 

imperfectly imitable and without substitutes. 

Table 3.1 Tvoe of Resources 

Physical 

Resources 

Human 

Resources 2 
Organisational 

-Resources 
3 

General 

Resources 4 

Technology Training Reporting Structure - Financial 
Plant & Experience Planning Physical 

equipment 
Geographic Judgement Controlling Human 
Location 
Access to Intelligence Co-ordinating Technological 
Raw Materials 

Relationships Reputation 

Organisational 

Source: 'Williamson (1975) 
2 Becker (1964) 
3 Torner (1987) 
4 Hoffer and Schendell (1977) 

According to Dobson & Waterson. (1996), economies of size and scope give larger 

retailers a cost advantage over smaller rivals. This is due to falling fixed costs facilitated 

by increases in sales and buying economies thereby reducing the variable costs of 

purchases. Economies of scope arise from various product lines sharing fixed costs 

through common display and storage facilities. However, both economies of size and 

scope are generated from highly specific assets in the form of outlets. Miller et aL (1999) 

suggested that regardless of whether scale or saturation is examined, the size of the 

competitive effects is greater when store types are adjacent in the degree of end use 
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