Unit 3 Supplementary Material
J.C. Penney’s

You all know the Penney's stores.  The founder, J.C. Penney was a classic marketer, and looking at his style gives us great insight into the marketing concept.  In many ways, Penny epitomized the classic retail marketer.  James Cash Penney opened his first "Golden Rule Store" in Kemmerer Wyoming, in 1902.  From this humble beginning, his empire now includes more than 1,075 stores across the United States. Penney himself best explained his attitude toward marketing: 


In setting up a business under the name and meaning of the Golden Rule, I was publicly binding myself, in my business relations, to a principle that had been a real and intimate part of my family upbringing.  To me the sign on the store was much more than a trade name...We took our slogan 'Golden Rule Store' with strict literalness.  Our idea was to make money and build business through serving the community with fair dealing and honest value. J. C. Penney.
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Penny had another rule as well. His rule was, either you or your successor will greet a customer within 60 seconds of coming into the store.  His personal dedication to customer service was unmistakable.

In the mid 1950's J.C. Penney produced a remarkable short film, which was to be used for training of his employees.  I had the opportunity to see this film several years ago, and it was amazing.  Penney, died in 1971 at the age of 96, but in the 1950's, when this film was made, he was in the prime of life.  The film shows Penney talking straight into the camera.  He is seated in a large leather chair.  At that time, he was a short, plump looking man, wearing a three-piece tweed suit, a bow tie and rimless glasses.  If you dig out a picture of your grandfather or even great grandfather from the 1950's you will get the idea. 

In a strong, persuasive voice, Penney addressed the employees, while looking directly into the camera lens.  At one point he says (I am paraphrasing), "Ladies and Gentlemen, Penney's is a great store.  We have the best nylon stockings in the world.  When a customer comes into the store, she (sic) may not know this, and if we don't tell her, then she still won't know this when she leaves the store.  This is not good for her, and it is not good for us."
What a great line!  There are several parts to his statement that are important.  First, it is clear that Penney believed what he said.  He was convinced that his "nylon stockings" were the best in the world.  He could say that because he had set a corporate policy of getting the best.  Now, let us understand this correctly in terms of the marketing concept.  What does best mean?  Did he mean the most expensive?  Almost certainly not.  Penney's then, and Penney's now, has segmented the market and is positioned to serve mid-income families.  Penney did not buy the highest quality, most expensive nylons.  He bought what he considered to be the best nylons in the price range of his customers.  Therefore when he said, "best" he meant, "best for my customers."  This is classic market segmentation based on demographics.  He knew who his customers were, and bought specifically for them. 

Penney also understood that a customer comes into the store with imperfect knowledge.  This is a classic issue for retailers to understand.  This is sometimes referred to as the "negotiated question."  Let's say, for example, that you go to Penney's.  You have a particular need, so you seek a clerk (now much harder to find than in Penney's day), and you say, "I want a blanket."

Think about this request.  Do you really want a blanket?  What is your actual problem?  You get cold at night.  What you really wanted to say to the clerk was this: "I get cold at night.  What do you have in my price range that will keep me warm?"

Do you see the difference in the two statements?  In the first case, you do not tell the clerk your real problem.  You tell the clerk what you think will solve your problem.  This can cause difficulties.  Your question is based on your level of understanding of potential solutions.  From our life experience, we know that there are several ways to get warm at night.  One is turn up the heat, but that may be too expensive.  Another would be to wear a coat, but that may not be comfortable at night.  Another is a blanket.  We have now gone through our menu of experiences and have decided that a blanket is the way to go.

The biggest problem with this, of course, is that we don't have enough information.  It is possible that Penney's is carrying a new invention that is cheap, comfortable, and better than a blanket.  For example, have any of you ever slept under a duvet?  If you don't know what a duvet is, then you can't go into Penney's and ask for one!  You can only ask questions based on your level of knowledge.  This is why Penney was suggesting an aggressive approach by the clerks.  They must get around the "negotiated question."  They must approach the customer and raise their level of understanding.  This is the only way to actually satisfy the customer.  If you bought a blanket today, and then discovered the duvet tomorrow, would you be happy with your purchase?  If the clerk doesn't tell you about duvets, then it is "not good for you and not good for her," as Penney would say.

It is critical for marketing personnel to get this point:  You must engage clients and customers with an understanding that their perception of the world and yours may be very, very different.  Penney wanted his clerks to engage immediately.  This, as he pointed out, was good for the customers and good for the clerks.  

Let me spend a second on this last point:  Penney did not see the relationship between client and clerk as adversarial.  I think Penney meant this sincerely.  His thinking was that if he treated the client well, then the client would respond to this.  Remember, the FIRST sale is easy.  The SECOND sale is hard.  Rather than considering customers to be "suckers," Penney wanted his employees to treat them with respect.  Thus, the name of his original store...The Golden Rule Store.  This was a radical departure from the selling style of the times.  At that time, most stores used "caveat emptor" as their method of sales.  This is a Latin term meaning, "Let the buyer beware."  In other words, it is up to YOU to make sure you don't get cheated.  All is fair for the seller, and it is up to you to be careful.  If you get cheated, it is your fault.

The Penney’s of today is very different from the Golden Rule Store in 1902.  And, it is doubtful that very much of old Mr. Penney is left within the new corporate culture.  It is doubtful that Penney’s will ever fully move away from the iconic J.C. Penney, even though today’s corporation is run by “professional” managers who have a tendency to blend in with all other retail businesses.  What seems to have been forgotten by many in the retail sector is that it isn’t necessary for all retail establishments to be exactly alike.  Wal-Mart is not the model for everybody.  Managers who simply chase the trends created by Wal-Mart are not necessarily creating success for their own organizations.  

One more Penney story (source Penney's former CEO):  When Penney was running the company; each year he chose one of his outlets to be "Store of the Year."  Back in the 60's, the suburban Penney's stores all looked pretty much alike. They were usually square box, with a ground floor and a mezzanine.  The mezzanine had a staircase, and an escalator that was in the middle of the store. 

Penney has chosen a store in a suburban city in California as "Store of the Year."  He went to visit the store to give them their prize.  The manager of the store had done what the big boss would expect in anticipation of the visit: he had everything in order.  The aisles were clear.  The banisters were polished and the place was spotless.  When Penney entered the store, the manager, who gave him a tour, met him.  Of course, Penney had seen HUNDREDS of stores like this one--it was he who had designed the store layout in the first place.  As Penney and the manager (and the entourage with them) were descending the central staircase, the manager was expounding about how wonderful his store was, and pointing out all the great things.  Penney seemed distracted and unresponsive to all of the bragging.

As they were about halfway down the staircase, Penney turned abruptly to the manager, and stopped him in mid sentence. "John," Penney said to the manager, as he pointed across the store, "I see two customers over there who aren't being served.  You take one of them and I will get the other!" 

Here is a focused marketer!  Penney clearly understood the marketing concept, and the successes of his stores proved this.  Of course, it is hard for a retailer to maintain this kind of enthusiasm--particularly when J.C. Penney is no longer with us.  Penney's and other retailers seem to have lost this kind of customer focus.  

In reality, the world of retailing has changed substantially in the last few years.  If you compare Penney's of 1960 to the Penney's of today, you will see major changes.  The Penney's stores of the 1960's were small, and the assortment of goods for sale was small as well.  The products sold in Penney's were mostly domestically made, and given the income levels at that time, were relatively expensive.  People bought less because the prices were higher, when compared to the salaries people earned. Minimum wage at that time was $0.85 per hour, and the average wage was around $300-$400 per month.  The goods were cheap, when compared to today's prices, but not compared to these salaries.

Today, most of the products sold in Penney's, and by other retailers, are made abroad.  The products are relatively cheap for us to buy, but even cheaper for the retailer to purchase.  The inventory is far bigger than it was in the 60's, but the cost to the store is much lower.  Stores have felt the need to cut overhead, and the result has been that there are few clerks left to tell you "Penney's has the best nylon stockings."  You are simply confronted with hundreds, if not thousands, of products, and it is up to you to try to figure out which one is best.

Is this the best kind of marketing?  It is difficult to say.  Customers today are heavily cost driven, and because of the huge selection available in shopping malls, retailers have a tendency to simply blast you with products, hoping that you will pick up SOMETHING.  It used to be that running the store was cheap and inventory expensive.  Now the inventory is relatively cheap, but stores are EVERYWHERE--and expensive to run.  What stores once spent on inventory of goods for sale, they now spend on construction of new stores. This costs a lot of money.

What is important for students of marketing to understand is that every change of this kind creates a new "market niche."  There are probably still people in the market place who want the kind of service they used to get.  They want domestically made products.  What's more, they are able and willing to pay for it.  As a marketer, your question is, "are there enough of these customers, and how much are they willing to pay for goods?"  This is the critical point.  We mentioned earlier that there is a problem with company owners having a "love affair" with their products.  The question is not whether YOU, as a company owner, like the product, the price or the level of service.  Rather, what do the CUSTOMERS want?  Just because you like something doesn't mean that others do.  If there are enough customers with disposable income, who like your product or service, then you have a business.  If there aren't enough, then you have an expensive HOBBY!!!

There may still be a place for “Golden Rule Stores” in the American retail sector, but as long as all CEO’s of retail organizations simply benchmark against Wal-Mart and each other, we are unlikely to see anything like Golden Rule Stores again—even if the customers actually want them.

The real question is, what kind of CORPORATE CULTURE should Penney’s have today versus the day of the Golden Rule Store?  Penney’s have moved drastically away from the culture at the time of J.C. Penney.  Can they go back?  SHOULD they go back?  Does the culture of Penney’s drive the strategy or does the strategy drive the culture?
