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Competitors’ cluster, a common phenomenon in Europe, is not so common in
China. This type of cluster is often seen in retail industry, but no existing theories
pay attention to it and try to explain it. And no researches tell why competitors

like to cluster for competition.

The main purpose of our dissertation is to investigate and find out the underlying
factors of the phenomenon of competitors’ cluster. If clustering with competitors

is beneficial enough, it provides one more choice for the locating strategies.

We did a case study in Kristianstad. In the case study we conducted a survey to
test our propositions. The survey was done by way of the face-to-face interview
and questionnaire. Our sample is constituted by the managers and consumers in

Siba, OnOff and EL Giganten, three electronics stores in Kristianstad.

The research showed that the factors we found out partly supported to explain

why firms chose to cluster with competitors. These factors are the Rival, the

Cost, the Shopping Size, the Traveling Distance but not the Purchase Volume.

Retail, Location, Competitors’ Cluster
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Chapter 1 Introduction

In the first chapter the background is presented. The research problems and the
purpose of the dissertation are discussed. Finally, the limitations, the research

questions and the outline are presented. In addition, an important phrase is defined.

1.1 Background

As being the Chinese students at Kristianstad University, the aim of this study is to
obtain some advanced and practical managerial idea in Sweden. The idea for the
dissertation was formed in the middle of the autumn semester, and was settled in the
middle of the spring semester, during the course “International Business: Competing
in the Global Marketplace”. One chapter called Global Marketing and R&D detailed
the former idea. As students who have job at home and have more than five years
working experience, we may have advantages which other students do not have. For
us, it is necessary to consider the practical use of the dissertation. Marketing is very
universal and practical. Swedish, Nordic or European marketing management may be

beneficial to Chinese marketing management.

In Sweden, a common phenomenon found in most cities is that many stores gather
together. They form a market area. Among them there are always the competitors of
same trade who cluster together. For example, along the highways in Europe, a great
number of auto dealers locate in one area. They compete in an open-air market place.
Who made this situation, the government or the invisible hand of the market? What
are the underlying factors of the phenomenon? Research in this area may reveal new

locating strategies for businesses and interested groups.

Many researches have been done on the different types of firm’s gatherings. In this
dissertation it will be called “cluster”. The term cluster has been a hot word for many

years. A lot of researchers have studied clusters including Michael E. Porter, one of

1



the world leading authorities from Harvard University. Firms’ clustering brings
benefits to the members of clusters. In the field of retailing, firms may attract
consumers to have a one-stop shopping. In the field of industry cluster firms may
share the common information and talents by clustering. Researches define many
different clusters and look into them, but few looked especially into the field of the

same trade competitors clustering.

1.2 Problem

Since most of scholars pay more attention to the general cluster, few have studied and
explained the phenomenon of the same trade competitors clustering. It is hard to say if
the existing theories and models could explain the phenomenon. According to our first
impression competitors who cluster together will increase the competition and reduce
profits, simply because consumers will have good choices after convenient
comparison and the firm will still lose the consumers even if they provide low prices.
However, it is necessary to test or extend some relevant theories to fit for this kind of

clustering.

1.3 Purpose

The purpose with our dissertation is to discover the underlying factors of competitors
of the same trade clustering in retailing. Further, the purpose is to investigate whether
the existing theories are applicable for the clustering and if they lead to good
decision-making when it comes to locating. If such suitable theories cannot be found,
theories need to extended or modified, and our own explanatory factors need to be
created and tested by an empirical study. In addition, the dissertation is to be applied
to a locating planning and strategy in China. Hopefully it will be of help to future

retailing development in China, especially in the Chinese city of Ningbo.

1.4 Limitations

The first limitation is that in such short time it is not possible to read all the research
2



works done in the relevant field. It is only possible to look through the most relevant
and well-known works in part. Furthermore, some of them are not very up-to-date.
Thus our knowledge of marketing is limited. The book resources in Kristianstad
University limit the work process of the dissertation as well. Second, we have found
the phenomenon of clustering with the same trade competitors only in some cities of
southern Sweden, and it has been reported or mentioned in media that also it occurs in
other cities of Europe. We have no possibility to see this phenomenon on our own.
The research is especially done in the Kristianstad retailing market. So it is hard to say
how much the generalization the research has. If the data of the phenomenon in

Europe is adequate, the level of generalization will be high.

1.5 Research Questions

The dissertation is based on the following research questions.

Why does the same trade competitors cluster in one place?

What the underlying factors lead to this type of clustering?

What are their location strategies?

What are the benefits and effect of locating beside the competitors?

Can this phenomenon be explained by existing or modified theories?

What is the consumers’ attitude towards clusters?

1.6 Definition

The term “competitors’ cluster” will be used in the whole dissertation. It means that
competitors in one industry such as the household electronics stores of the similar

selling pattern and size locate together.

1.7 Outline

The dissertation has the following outline.

Chapter 2: The methodological strategy is presented. We present the details according
3



to the steps of the research process “onion”.

Chapter 3: The theoretical framework is presented. First, after discussing the
phenomenon of the competitors’ clustering which we want to research, we introduce
the overall development of marketing, some theories and marketers in the field, and
some concepts and natures in marketing. The focus is on retailing location, cluster and
its attraction for consumers. Second, we discuss four main theories related to
competitors’ clustering and evaluate whether they are suitable and applicable to
explain the phenomenon of competitors’ clustering. At the same time, we extend some

existing theories and models.

Chapter 4: In this chapter five factors are presented. According to this we try to

explain why the competitors cluster. Six propositions are presented at last.

Chapter 5: The empirical method is presented. The research strategy, sample and

limitation are discussed. The response rate, validity and reliability are also presented.

Chapter 6: The case study is analyzed. We present the result of the interview and the

questionnaire and evaluate the propositions.

Chapter 7: The conclusions are presented. The dissertation is summarized and the
applicability of the factors is discussed. Methodological criticism, future research and

practical implications are presented as well.



Chapter 2 Method

The methodological strategy is presented. We present the details according to the

steps of the research process “onion”.

2.1 Choice of Methodology

The purpose of this dissertation is to discover the underlying factors of the same trade
competitors clustering in retailing. In order to find out what existing theories that can
be applicable for the clustering and which of them lead to good decision-making of
location, we have read the relevant literatures in the field of economics, especially
marketing. However, few suitable theories could be found. It is obvious that the
existing theories of location need to be extended or modified. Therefore, an empirical

study is needed to conduct to explain the phenomenon of competitors’ clustering.

According to the research process onion (Saunders et al. 2003), we present the choice

of every step as follows.

2.2 Research Philosophy

The research we committed is based on the principles of positivism. We assumed the
role of an objective analyst and interpreted the data collected in an obvious value-free
manner. We obeyed the rule of ‘the researcher is independent of and neither affects
nor is affected by the subject of the research’ (Remenyi et al. 1998, cited by Saunders
et al. 2003, p. 84). We kept ourselves neutral in the research and tried to keep the

result unaffected by our subjective attitude.

2.3 Research approach

According to the idea discussed above, we adopted a deductive approach and started

the process from a literature review. After revaluation we extended theories based on



it and find out five underlying factors supporting clusters. We set up six propositions,
and tested them. The deductive approach is to find theories and develop them with
propositions and modification, and later choose a research strategy to test them. This

approach owes our research more to positivism (Saunders et al. 2003).

2.4 Research Strategy

The research strategy is about how to plan to answer the research questions. The
strategies usually related to the deductive approach are experiment, survey and case
study. Since we wanted to find out the underlying factors of retailing clusters, and
collect as much information as we can get, we chose the case study strategy and

conducted a survey in the case study.

2.5 Time Horizon

Since the time for research is limited, it is better to use cross-sectional studies. We
studied the particular phenomenon during a short period. The approach is more of a

“snapshot” approach.

2.6 Data Collection

2.6.1 Secondary Data

Cluster is not a new phenomenon in marketing. Many works on marketing have talked
about it. Many other works outside the economics field have focused on cluster as
well. But no one paid especial attention to the competitors’ cluster. Hence we had to
read a lot of literature both about marketing and cluster. The aim is to find some
relevant theories which may explain this unique phenomenon. The standards we
applied were as follows: the works should be in English or Chinese; the works should
belong to some recognized contemporary researches. We found some works and
researches were often mentioned in many books and literature, for example, Philip

Kotler, Michael Porter and their books, Marketing Management, and The Competitive



Advantage of Nations, etc.

In order to find out the underlying factors of the competitors’ cluster, we focused on
the previous researches about why the competitors cluster. We focused much on the
field where the theories originate from and the key objectives, findings and

conclusions of the researches.

After picking out four relevant theories, we evaluated them and connected them to the
phenomenon of competitors’ clustering. Unfortunately, none of them could explain
the phenomenon directly, specially or totally. There are some limitations of these
theories, and all the theories need modification or extension. These theories we picked
out were the Imitative Behavior Theory (Knickerbocker 1973), the Clusters Theory
(Porter 1998b), Huff’s Model (Huff 1964) and the 4C Theory (Lauterborn 1990).

2.6.2 Primary Data

We began our research by the way of case study. In the case study we conducted a
survey by face-to-face interviews and questionnaires. In order to link the theories to
the phenomenon of competitors’ clustering, we constructed the questions based on the
propositions explained later in Chapter 4. One package of structured questions was
distributed to the firms and another package of questions was distributed to the
consumers in three stores of Siba, OnOff and EL Giganten. This was to get the ideas
for cluster from both perspectives of them. Before the final questionnaire we
constructed some exampling questions and piloted the questionnaire. Then we
modified and redesigned the questions and implemented the final questionnaire. The
collection of primary data includes both quantitative and qualitative methods by using

the multi-methods according to Saunders’s book (Saunders et al. 2003).



Chapter 3 Theoretical Framework

The theoretical framework is presented. First, after discussing the phenomenon of the
competitors’ clustering which we want to research, we introduce the overall
development of marketing, some theories and marketers in the field, and some
concepts and natures in marketing. The focus is on retailing location, cluster and its
attraction for consumers. Second, we discuss four main theories related to
competitors’ clustering and evaluate whether they are suitable and applicable to
explain the phenomenon of competitors’ clustering. At the same time, we extend some

existing theories and models.

3.1 Introduction of Marketing

3.1.1 A phenomenon in retailing

Not only in Sweden but also in most European countries, many retailers like to gather
in one place. This area looks like a huge market. Another interesting feature is that the
same trade competitors often locate nearby, only a few hundred meters apart. For
example, in Kristianstad of Sweden, three consumer electronics stores, Siba, EL
Giganten and Onoff form a competitors’ cluster. According to common sense, it ought
to be more convenient to consumer but less profitable for retailers because all the
prices of the goods are in the open. They seem to lose their consumers to their
competitors easily. Why do they still locate closely? There seem to be some marketing
strategies, especially retailing locating strategies to clarify it. This part following is a
literature review where we try to find related works and theories about retailing

locating strategies.

3.1.2 Evolvement

In the 19th century production era marketing emphasized both quantity and quality.

Most firms adopted a production orientation approach although Adam Smith referred



to the importance of customers in his work The Wealth of Nations. Later in the early
20th century, sales era emphasized on selling and advertising, which is a selling
orientation. From the late 20th century, it becomes marketing era that emphasizes on
satisfying the needs of consumers (Hutchings 1995). It seems that more firms begin to
focus on the needs of customers, but there are still some firms whose strategy or

philosophy are not clear.

3.1.3 Some Marketers and the Development of Theories

There are numerous authors and works existing in the world. The development thread
of 4-serie theories, a thread from “Four Ps” to “Four Cs” to “Four Rs”, can be

illustrated in Figure 3.1.

The Old Economy Era The New Economy Era The Post-Economy Era
4P—6P 4C 4R
(MaCarthy) g (Robert Flanterborn) - (Elliott Ettenberg)

Figure 3.1 Development of Fundamental Marketing & Theories

The Four Ps, an idea originally constructed by Jerome McCarthy (Hutchings 1995), is
the traditional marketing theory of the Marketing Mix that explains four main factors
the firms could use on marketing. It contains Product, Place, Promotion and Price.
The term of the Marketing Mix was first used by Neil Borden in 1964. Later one of
the world leading authorities on marketing, Philip Kotler of Northwest University in
the United States, developed the 4Ps into the 6Ps. The Political power and PR (Public

Relationship) are the added two elements (Internet 1).

The Four Cs, put forward by several Americans such as Schulz in the 1990s, was
developed by Robert Flanterborn. This theory is based on consumers. From this

perspective consumers’ needs are the most important. This theory includes four



aspects of consumers. They are consumer solution, consumer cost, consumer
convenience, and consumer communication. Manufacturers and sellers no longer
produce and price productions according to their own will but consumers’. They also
want to service customers by providing conveniences and establishing good

communications with customers (Lauterborn 1990).

The Four Rs, focused on customer’s wants rather than needs, was advocated by the
marketer Elliott Ettenberg. The American marketer put forward his theory in the book
The Next Economy: Will You Know Where Your Customers Are (2001). The 4Rs
include Relationship, Retrenchment, Relevancy and Return. This is a new model in

the post-economy era.

3.1.4 Concepts and Natures

3.1.4.1 Definitions

@® Marketing

According to Hutchings (1995), one definition given by the Chartered Institute of
Marketing, UK is that “marketing is the management process responsible for
identifying, anticipating and satisfying customer requirements profitably.” The other
given by the American Marketing Association is that “marketing is the process of
planning and executing the conception, pricing, promotion and distribution of ideas,
goods and services to create exchanges that satisfy individual and organizational
goals” (Hutchings 1995, p. 1). Both the definitions have a common idea of marketing

namely that marketing is aimed at satisfying customers needs and their own as well.

@ Retailing

Retailing is the transactions of products that a consumer purchases to consume for
himself or his family. Sometimes an organization would also take part in retailing as a
consumer. A retailer is a business that purchases products from producers and sell

them to end-users (Dibb et al. 2001).
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@® Location

A transaction could not be finished unless the seller could sell and the consumer could
buy product or service at the right time and in the right place even on websites. For
this reason, problems about where and when customers purchase are important parts

of marketing mix decision-making (Hutchings 1995).

The definition of locate is quite simple. For a retailer, it means finding the exact
position and building its store in that place. Location is an act of finding the position

(Oxford University Press 2000).

® Cluster

There are also several definitions of cluster. Rosenfeld defines cluster as “a geography
bounded concentration of similar, related or complementary businesses, with active
channels for business transactions, communications and dialogue that share
specialized infrastructure, labor markets and services, and that are faced with common
opportunities and threats” (Rosenfeld 1997, cited by Preissl and Solimene 2003, p.54).
Michael Porter explains the cluster as “interconnected companies and institutions with

geographic concentrations in a particular field” (Porter 1998a).

In order to increase the customer pulling power and enhance the convenience of

one-stop shopping, many shops cluster together nowadays.

3.1.4.2 Natures of Retailing and Retailing Location

When a manufacturer, wholesaler, or a retailer sells goods to end-users, retailing
occurs. A retailer’s sales volume comes mainly from retailing. There are many types
of retailers on the market, for example, specialty stores, department stores,
supermarkets, discount store, off-price retailer and convenience stores (Kotler 1999).
The marketing decisions are very important to the retailers. According to Kotler, the
decision areas include target market, product assortment and procurement, services

and store atmosphere, price decision, promotion decision and place decision (Kotler
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1999). In order to obtain a competitive advantage retailers have to plan their

competitive strategies in more detail.

Whether the retailer is small or big, it faces the problem of choosing the location of its
new store. Location is one of the most important factors that determine the success or
failure of stores. The determinants of retailer success or failure are listed into ten
categories: (1) location, (2) nature and quality of assortment, (3) price, (4) advertising
and promotion, (5) sales personnel, (6) service offered, (7) physical store attributes, (8)
nature of store clientele, (9) store atmosphere, and (10) post-transaction service and
satisfaction (Blackwell et al, 2001). These authors regard location as the first
important determinant. According to Kotler (1999, p.529), “location, location, and
location” are the three keys to success. There are many factors to be considered when
retailers want to locate, for instance, flow of consumers, costs, rivals, transportation
and products characteristic. The retailers also have to decide where they want to
locate, e.g. in a general business district, regional shopping centers, out-of-town
superstores, retail parks, or a location within a larger store or in malls (Dibb et al 2001;
Kotler 1999). It is not easy to say which style is suitable for a specific retailer. Again,

it depends on many factors.

3.1.4.3 Location-Theoretical Traditions and Significant Concepts
The development of location theory has developed over a very long period. There is a
special overall scheme in M. Eliot-Hurst’s book, A Geography of Economic Behavior
(1972). Washington University especially represents it on the Internet. Some relative
theories are shown as follows:
a. The four classical location traditions are about land use theory contributed
by J.H.von Thoen in 1826, industry location theory by Alfred Weber in
1909, central place theory by Walter Christaller in 1933, and spatial
competition and competitive differentiation by Hotelling in 1929.
b. Neo-classical extensions, Interpretations and applications are related to

many aspects. One aspect of the retail location problem includes
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Christaller’s theory (1933), Huff’s model (1963) and W. Applebaum’s
practice (1966).
The overall scheme in M. Eliot-Hurst’s book, A Geography of Economic Behavior is a
quite detailed scheme about almost all of the location theories. The contributors for

this scheme are going to rework it according to the new development (Internet 2).

3.2 The Explanatory Value of Some Relevant Theories

3.2.1 Introduction

It is easy to understand that stores want to occupy ideal places to make profits through
many comparative advantages. However, there is no suitable theory that could explain
the phenomenon of clustering together to sell the similar products (for example, in a
city of Sweden like Kristianstad, as discussed in this dissertation, three big electronics
stores locate in one area). In this chapter the main concepts and some important
researches have been presented firstly above. In the following paragraphs, four
relative existing theories and models, which might be valid to explain the clustering
location of competitive retailers of same industry, are introduced and evaluated. The
former two are from the aspect of sellers, and the latter two are from the aspect of

consumers.

3.2.2 Clusters Theory

3.2.2.1 Introduction

The definition of cluster has been given out in the part of Concepts and Natures.
Many researches have been done related to the clustering of economic activities. The
beneficial impact of clusters has been found by researches on regional development,
the evolution of specific industries and technologies. The results have the common
point that the clusters are actually entities of interdependent organizations, which help

the growth and efficiency of the economy (Preissl and Solimene 2003).

Michael Porter presented his analysis of clusters in his 1998 book, Clusters and New
13



Economics Competition. Porter’s idea is a contemporary concept of cluster. In the
book he uses this concept to explain the competitive advantage in a global economy.
He argues that local units, like clusters, have a significant role in increasing the
competitiveness of individual firms in spite of the globalization and
internationalization (Porter 1998b). Other researches also did studies on clusters.
Marshall firstly began to mention the elements of clusters in 1890 in his book named
Principles of Economics. Rosenfeld defines clusters by emphasizing on the
communication aspects. These authors regard clusters as a geographical concept. It,
however, also includes definitions about other characteristics. The industry cluster
concept given by Bergman and Feser in 1999 does not focus on the spatial
specification. They focus on the membership of the group that is important to the

individual competitiveness (Preissl and Solimene 2003).

3.2.2.2 Clustering

The feature of cluster makes location an important factor for a firm to get the
competitive advantage. Michael Porter thinks that the availability of important
resources is generated in a local or regional context. When expatiating the national
and international competitiveness, Porter argues that besides the structure of
companies, the organizational settings and procedural routines, and the environment
in which they operate and interact each other are very important to the firms. Hence, a

“cluster approach” provides a new idea of how to locate (Porter 1998b).

There are two types of clusters. One is vertical and the other is horizontal. From the
vertical perspective firms in a cluster have the relationship of input and output linkage.
They form many supply chains. One example is the apparel industry in China. In
some towns, textile, dyeing, printing and knitting factories cluster together to form
supply chains from upriver to downriver. From the horizontal perspective firms have
no vertical relationship but stay parallel. Furthermore, it has several different forms.
One example, in retailing in Sweden, in Almhult a supermarket named MAXI is

located beside IKEA. They have no direct competitive relationship. Another example
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is that of some consumer electronics stores locate nearby each other in Kristianstad,
Sweden. They compete directly. The third form in retailing is a business district like
CBD, a shopping mall, etc. There is also a mixture form of vertical and horizontal
clusters. Silicon Valley is a typical example. Many IT companies cluster there
including suppliers, distributors, and manufacturers. Many competitors share the
global market but are located in one area. Hence, the cluster is full of competitiveness
and complementarities. Both competition and collaboration will face by firms in the
clusters. Although the relationship within clusters may be loose or tight, firms interact

each other.

Cluster brings benefits to the firms, the consumers and the society. The firms in the
cluster could enjoy the economies of scale, the same consumers at the same time, the
local common infrastructure and information. Consumers share the convenience of
one-stop shopping, parking and the possibility of comparing goods and prices without
spending more time to go to another place. Preissl and Solimene conclude with a table
of cluster benefits in their book, The Dynamics of Clusters and Innovation (Preissl

and Solimene 2003). It is listed in Table 3.1.

Table 3.1 Cluster Benefits

Benefits related to...

Agglomeration Knowledge spillovers
Transaction cost economies

Shared infrastructure

Level of activity Economies of scale
Externalities
Specialization

Interaction Tacit knowledge and trust

Competition and cooperation

(Source: Preissl and Solimene 2003, p. 43)
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3.2.2.3 Evaluation

The cluster approach shows that by clustering together, firms could benefit from
clusters. It might explain the phenomenon of same trade competitors clustering
together. For example, in Kristianstad of Sweden as mentioned above, three consumer
electronics stores, Siba, ELGiganten and Onoff cluster. Firms should have recognized

the benefits from clustering. But this is a quite simple type of cluster.

People have many different understandings of cluster. Researchers also defined the
cluster in many different ways. These different types and definitions of cluster have
been described above. It is necessary to narrow it down to fit for the purpose of this

dissertation.

3.2.3 The Imitative Behavior Theory

3.2.3.1 Introduction

Imitative behavior theory was the result of the studies that looked at FDI by U.S.
firms in the 1950s and 1960s (Hill 2004). Frederick T. Knickerbocker, a lecturer on
Business Administration of Harvard University, drew his conclusion of imitative
behavior in his book named Oligopolistic Reaction and Multinational Enterprise in
1973. In the context of American enterprises being inclined to establish their branches
and subsidiaries abroad after WWII, Knickerbocker researched into the phenomenon
by using facts and figures drawn from the data bank of the Harvard Multinational
Enterprise Study to test the claims of “follow-the-leader behavior” or “the bandwagon

effect” described by some researchers (Knickerbocker 1973).

This theory is related to oligopolistic industries in the international business. An
oligopoly use different strategies like opening a new plant or price-cutting. It will stir
up the reaction of its rivals in the same market or other markets. They are tightly
interdependent. They react to their rival’s action for fear that the market share will be

taken away. Therefore, “the oligopolistic reaction” became the theme of
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Knickerbocker’s research. The oligopolistic reaction and interdependence lead to the

imitative behavior strategy. And the oligopoly likes to imitate its rivals’ actions.

3.2.3.2 Imitative Behavior

As mentioned above, imitative behavior was first studied on FDI implemented by
American firms in the 1950s and 1960s. Subsequently in the 1980s Japanese firms
undertook the same behavior as the European firms did, especially in the automobile
manufacturing industry (Hill 2004). Imitative behavior has many different forms for
oligopolistic firms to take. One is to open a plant. Despite its sales before 1949, Coke
Cola returned to China in 1979 and built its first bottling plant in 1981. Pepsi Cola,
the main competitor of Coke Cola, followed tightly to invest in its bottling plant one
year later. The other is to open store. Metro, Carrefour and Wal-Mart, none of them
would give up the chance to develop in China. As soon as one of them open a store in
a new area, the others would consider establishing its branches there as well.
Nowadays, other followers like Auchan follow the step of their competitors to open
more supermarkets in many areas in China. There are also other forms of imitation
like price-cutting of the competitive products, imitation of superior products and
processes, imitation of organizational structure and managerial system, etc.
“Economic theory suggests that rather like chess players jockeying for advantage,
firms will try to match each others’ moves in different markets to try to hold each
other in check” (Hill 2004, p.227). This is the idea of multipoint competition which
reveals that a firm always worries about being attacked in other markets while the
rivals obtain profits in one area and use profits to subsidize their other activities (Hill

2004).

There may be other advantages of rational imitation. First, imitation could reduce the
costs of decision-making. For example, A opened a store in suburb after a series of
investigations and decision-makings, and B opened another one near it by imitation to
take advantage of its rival’s decision-making cost and strategy. B would like to

believe that the decision A made is profitable (i.e. B could benefit from the same
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action). Second, imitation might be a natural reaction to the uncertainty of the
environment. The reality is changeable and uncertain. It is not easy to predict the
environment of competition. Firms are limited in the ability of predicting the
environment. When they imitate others, risks and benefits are shared between the first
mover and the followers. Third, imitation can balance the market share of each
participant. By imitation firms limit rivals and share the parity. None of them could

obtain the absolute advantage in one area.

3.2.3.3 Evaluation

Back to Knickerbocker again, he argues that rivals matched each other’s entry into
foreign markets like the bunching of FDI. This strategy was called
“follow-the-leader” behavior and could lead to the result of risk minimization
(Knickerbocker 1973). The first mover can be seen as a fashion leader, and the
followers could be described as a bandwagon. The followers prevent their rivals from
leading the “fashion” by adopting a similar strategy. It makes “fashion” to “popular”.

The followers’ strategy, however, leads to over-investment sometimes.

There are two limitations on the Knickerbocker’s imitative behavior theory. One is
that the theory does not explain the strategy of the first mover in FDI. It only explains
the strategy of the followers. The other is that the theory does not tell the underlying
effectiveness of the bandwagon. It has less explanation than the market imperfection
theory has. That is what many economists think about the imitative behavior theory

(Hill 2004).

When it comes to the research of the phenomenon of same trade competitors
clustering in one area, it does not matter that the first limitation mentioned above
occurs. Of course, the first mover has its location strategy when it begins its action.
There are many factors related to the choice of location. The emphasis here is to
explain the implication of the cluster, the gathering of competitors. Neither does the

second limitation. Despite that the research field of Knickerbocker is in foreign direct
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investment and the competitors are oligopolies and multinational enterprises, the
theory seems capable to explain the phenomenon of the same trade competitors
clustering. If there are no interventions from the government (e.g., government
requires that the stores of the same industry should locate in one area), it might be that
the first store was opened in one place and its competitors, with the intention of
sharing the advantage once the first mover considered, followed for fear that the

advantages might be taken by the first mover.

There is a gap between the theory and the phenomenon. Knickerbocker’s imitative
behavior theory is applied to FDI but not the domestic business, whether it is
oligopolistic or not. More scientifically, the theory is the result Knickerbocker
researched into the data that were reported in the Multinational Enterprise Study from
1948-1967. The data were also developed from the American foreign manufacturing
subsidiaries in 23 countries (Knickerbocker 1973). So it has no inevitability to be
related to the domestic issues. Thirty years have passed, there are still few researches
connecting this theory to the phenomenon of the same trade competitors clustering.
Few studies focus especially on the cluster of the same trade competitors. They pay
more attention to other types of clusters. That will be discussed later in the part of

cluster theory.

3.2.4 Huff's Retail Gravity Model

3.2.4.1 Introduction

“Huff’s Model” was first introduced in 1964 by an economics professor named David
L.Huff, now teaching at the University of Texas at Austin in the United States. Huff
tries to model probabilistic human behavior and the ability to predict the frequency of
visitors to shopping areas. Huff's model assumes that the probability of consumers’
patronage behavior changes with the variety of the shopping distance and the store’s
shopping area (Huff 1964). Today, his model is widely used in the retailing area of

location optimization. Retailers face multiple location options when they plan to
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expand their operations and serve a new market. Huff's model assists them in
determining which location provides the highest percentage of customers in the new

market.

3.2.4.2 Content

Choices of consumers to a particular store can be looked as probability. The higher the
probability is, the higher the attraction of the store is as well. Huff's model uses two
variables to estimate where to locate stores: the size of the store and the travel time or
distance from a consumer’s start point to the store. The probability directly related to
these two important variables. The possibility that a consumer will shop in the store j

can be estimated by using the formula 1:

Uj:Sja/Dib

U; means the preference that an individual consumer chooses the store.

S; refers to the scale of the store.

D; means the traveling distance from a consumer’s start point i to the store j.

J means a particular store

a= an empirically estimated parameter that reflects the effect of different shopping
areas.

b = an empirically estimated parameter that reflects the effect of different kinds of

shopping trips’ distances.

In reality, consumers usually face the problem how to find an appropriate store among
many shopping alternatives when they purchase. As a result, the probability exists in
the chances of choosing a particular given alternative that will exclude other given
alternatives. This proposition can be expressed as formula 2. The probability (P) that
an individual consumer (i) will select equals to the probability (U) of the particular
alternative (j) compared with the sum of probabilities of all of the given choices (n)

considered by individual (i). In order to calculate the probability, the utility of every
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alternative must be calculated at first.

n
P=U;/ ¥ U or
=1
P;=(S{*/D;’?)/ ¥ S{/D;
Where:

P;; = probability of drawing a customer from his residence i to a

particular store j.

S; = square meter of the store j.

D;; = traveling distance from customer's starting point 1 to the store j.

a= an empirically estimated parameter that reflects the effect of

different shopping areas.

b = an empirically estimated parameter that reflects the effect of different
kinds of shopping trips’ distances. The larger the value of b, the higher the effect of
travel time or distance will be. For example, b value of 1 may be assigned to a retail
area selling a particularly specialized bundle of goods, such as a Home Depot or
Staples. The b value of 2 may be assigned to a retail area having a variety of stores
selling comparison goods. The b value of 3 assigned to a shopping area that

specializes in convenience goods.

The model indicates that the larger the size of the shopping area (S;) compared to
competing shopping area sizes, the larger is the probability that a customer will shop
at that area. Travel time or distance (Tj;) has the opposite effect on the probability that
a customer will shop at a given shopping area. Generally, customers would rather
shop at a close area than at distant one. Travel time and distance are generally more
important for convenience goods than for durable goods. Thus a larger value for b is
assigned if the area being analyzed specializes in convenience goods rather than
durable goods. The parameter b is usually determined through surveys of shopping

patterns.
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The application of the model attempts to predict consumer patronage patterns for
stores in different areas. The utility of a store was defined as the ratio of the square
meters of the stores’ shopping area and the distance from a consumer’s starting point
to the given store. Each of these variables is weighted by parameters that are
estimated by surveying the shopping preferences and frequency in a study area. These
two parameters are more important for some products than others respectively.
Shopping products are goods that consumers need to spend time to search information
and compare with other alternative goods. It is usually purchased less frequently.
(Kotler et al. 2002). Convenience products are consumers’ goods and services that the
consumers buy frequently without many comparison and efforts. Shopping products
could be expected to have a larger sensitive parameter of shopping areas than others.
Convenience products could be expected to have a larger parameter of the distance

than others.

The expected purchases that a consumer located at (i) will spend in the store (j) can be

estimated by using formula 3:
Ei=P;*Bik

In this formula, E;j means the expected purchase amount; P; is the probability of
purchases from area i to store j; Bix is the amount budgeted by consumers in i for

product k.

3.2.4.3 Analysis of an Example
Three stores A. B and C are situated in the same area. The sizes of the stores and the
distances from a consumer’s residence to the stores are listed in the following table

3.2:
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Table 3.2

Store Distance (km) Size of Shopping Area (square meter)
A 5 5,000
B 3 3,000
C 2 1,000

First of all, it can be assumed that a (the parameter that reflects the effect of different
shopping areas)=2, b (the parameter that reflects the effect of travel time or distance

from customer's starting point to shopping area)=1.

Then, the probability of a resident shopping at retail center A is equal to:
5,000%/5

Prob.A= =0.59

(5,000%/5)+(3,000%/3)+ (1,000%/2)

The probability of a resident shopping at retail center B is equal to:

3,000%/3
Prob.B= =0.35
(5,0002/5)+(3,0002/3)+ (1,0002/2)

The probability of a resident shopping at retail center C is equal to:

1,000%/2
Prob.C= =0.06
(5,000%/5)+(3,000%/3)+ (1,000%/2)

In the example above, store A is believed to have the highest probability of drawing
customers from the target place. Store C has the lowest probability of attracting

customers from the target place. Store A lies in the more distant place than store C
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from the starting point of the consumer. The example indicates that consumers are
willing to travel greater distance as additional merchandise is available at a location of

the larger store’s shopping area.

3.2.4.4 Evaluation

Huff's model is a good tool to assess retail competition among retailers who sell same
category merchandise. It helps local business retailers to learn more about sustaining
their businesses and the potential for new business development. Retailers who
attempt to determine the sales potential of a particular area have widely used this
model. It cannot be denied that the approach how to evaluate the parameters in Huff’s
model is difficult to use properly. Huff argues that in order to use his model correctly,
collecting actual sales data by the survey from the subject store as well as competing
stores is necessary. The survey can provide the first-hand base data for calculating the
final data-parameter. Such information can help existing business owners to refine

their current marketing strategies.

3.2.5 The 4C Theory

3.2.5.1 Introduction

An American professor, Robert F. Lauterborn, believes that it is necessary to create a
theory based on looking consumers as the center of marketing to instruct marketing
management. He put forward a new marketing concept — the 4C Theory. The 4C
Theory is based on consumer demands and the establishment of a relationship
between enterprises and consumers. The first point of the theory is consumer’s wants
and needs. The second point is the costs that consumers are willing to pay. The third
point is convenience, which means to provide purchase convenience for consumers so
that they can buy products instantly and conveniently. The last point is

communication with consumers (Lauterborn 1990).
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3.2.5.2 Consumer Wants and Needs

Enterprises must provide products demanded by consumers instead of asking
consumers to buy products that they can provide. Shopping can no longer be regarded
as a simple act of purchasing (Myers and Robertson 1982). The act of shopping ties
into a number of central existential aspects of human life (Engel et al. 1969, cited by
Solomon et al. 1999). Since people act out many different roles, they may modify
their consumption decision according to the particular “play” they are in at the time.
The criteria that they used to evaluate products and services in one of their roles may
be quite different from those used in another role (Solomon et al. 1999). The demands
of changing roles lead to different purchasing behaviors. Also, with the popularization
of cable TV, the growth of Internet, people have more information about merchandise
available than ever before and come to expect and demand an endless variety of
consumer products (Zyman 1999). A consumer’s demand continually changes with
the development of the society. These changes create enormous opportunities to
enterprises. Enterprises have to identify new opportunities. By learning about
developments of consumers’ demands, enterprises can decide what needs are
important to serve and make the right strategy (Kotler et al. 2002). Otherwise, they

cannot provide the right types of merchandises to meet consumers’ demands.

3.2.5.3 Consumer Costs

It is inappropriate for enterprises to base their pricing on brand strategy. Instead,
enterprises should base their pricing on the prices of other products of the same kind,
consumer’s time and money budget, and costs of switching products from one to
another. The cash price for products and services is just a part of the overall costs to
the customer. Consumers will encounter the one-time costs in the processes of
switching from one supplier to another purchaser in the business. “It is important to
recognize that the ‘real’ costs may be greater or less than customer’s perception of
them” (Stewart 1998, cited by Egan 2004). Concerning one-time costs of the
merchandises, switching costs should be taken into account as an apparent component.

Switching costs may be created by the suppliers, by the consumers or by the
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relationship itself. Either the suppliers or consumers may create switching costs.
Switching costs can be divided into search costs (based on the time and energy spent
searching for alternative sources of supply), learning costs (based on the time and
energy expended learning how to make use of supply effectively and efficiently), risk
(moving to a new supplier will always involve a degree of risk. Even where the risk is
not immediately apparent there is still a general preference to stay with an existing
supplier rather than risk a move to another of whom you have no experience), etc.

(Egan 2004).

3.2.5.4 Consumer Convenience

It is to not enough to offer the same level of service or products as one’s competitors.
Enterprises will take account of customer convenience as an important factor when
they try to promote the sales of products. As convenience relates to satisfying
consumers, it refers to the quality of meeting a consumer’s needs with higher comfort
and lower efforts. Convenience may include aspects of the physical or virtual location,
access ease, transaction service time and hours of availability. Numerous information
packets for different consumption alternatives are stored in consumers’ memories
(Shimp 1997). Enterprises have better stimulate people to fulfill their demand by
helping them find proper information and make the decision conveniently. Sometimes,
the end-users need the merchandise instantly and required rapid delivery. This gives
rise to new sales behaviors such as door-to-door delivery, telephone ordering, TV

shopping, etc.

3.2.5.5 Consumer Communication

Enterprises used to contact target consumers based on the approach of sales
promotion. In competitive markets, Consumers are not only recipients. They need
opportunities from enterprises for dialogue to express their requirements. More and
more enterprises realize that diversified communications with consumers are
necessary so as to establish yearlong relationship with consumers. Enterprises can use

different mediums to represent unified messages to make the communication with

26



consumer. The public relation program, advertising program, point-of-purchase
programs and after service program are all implements used to enhance the
communication between enterprises and consumers (Shimp 1997). Enterprises also
need to establish a type of feedback mechanism to get responses from consumers and
build commitment and trust between each other. Consumer communications can
influence an enterprise’s position in a consumer's mind and help enterprises gain the
consumer loyalty in a long period. “Companies realize that it is more profitable to
build and maintain good relationship with old consumers than it is to search for new

customers” (Shimp 1997, p.15).

3.2.5.6 Evaluation

The focus of the 4C theory is based on the analysis of consumer behaviors. Robert
F.Lauterborn changes the traditional opinion that marketing can be directly controlled
by the enterprises themselves. The 4C theory puts consumers into the core of the

whole marketing strategy.

3.3 Summary

Many theories are related to the choice of retail location. The four theories described
above are regarded as suitable ones to explain the phenomenon of same trade
competitors clustering in retailing. The former two are about the perspectives of firms.
The latter two clarify the influences of the consumers’ behaviors when enterprises
carry out marketing strategies. They are evaluated in the light of clustering. This

chapter is finished with a short conclusion as follows:

The cluster theory reveals the benefits and dynamics of clustering. But it needs to be
tested in a way of clustering with same trade competitors. The imitative behavior
theory seems very suitable for the followers in the cluster, despite being derived from
the researches in the field of FDI. A proposition has to be made and tested in the

empirical part.
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Huff’s Model gives the precise probability of consumers’ choice. The 4C theory gives
a new marketing strategy compared with the more traditional strategy of 4P theory
based on enterprises. The 4C theory is an innovation to marketing theories. The focus
of the 4C theory was on consumer-orientation marketing. Robert F. Lauterborn holds

the opinion that all marketing strategies taken by enterprises depend on the 4C theory.

These theories have contributed to our understanding of the importance of optimal

locations and the advantages of retailers’ cluster.
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Chapter 4 Analysis--An Attempt to Develop Research

Framework

In this chapter five factors are presented. According to this we try to explain why the

competitors cluster. Finally, six propositions are presented.

4.1 Introduction

Cluster is a popular phenomenon in the field of many kinds of industries. A lot of
researchers have done research works on this phenomenon. But as for the area of the
competitors’ cluster in retailing, there is no existing systematic research concerning
about this kind of cluster as far as we know. We have found the existing theories
which related to the competitors’ cluster and conclude that these theories cannot fully
explain the emergence of the retailing competitors’ cluster. In this chapter, we
clarified factors implicated by the four theories we have discussed before and chose
the possible factors which could explain the emergence of the retailing competitors’
cluster. By using these possible factors, we wanted to explain the phenomenon. In the

following chapters, we would test the factors by conducting a survey.

According to the theories related clustering, it is obvious that every member of the
competitors or of similar type retailers in a cluster shares common benefits. The stores
in the cluster share infrastructure such as water, electricity, heat, gas, parking lots and
roads. A store’s consumer does not even need to move the car if he or she wants to
visit other stores. Meanwhile, these stores share the consumers as well. If the stores
are separated, consumers may choose to go to only parts of these stores. They may
also go to every store, but it will require more time and is not easy to finish at one
time. After stores cluster together, it is more convenient for consumers to visit these
stores one by one after parking their cars. For example, one electronic store is found
to offer a radio cheaper than another store in which the consumer decided to buy at

first. The consumer resources are shared by the member of the cluster. The stores
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provide the chance of one-stop shopping for the consumers intentionally or
involuntary. Locating a store in the cluster also give a chance to operators to reduce
the costs by lowing the risk as much as possible. Clustering together can reduce the
uncertainties and risks of operating business in a new place by making use of facilities

and convenience talked about.

After reviewing the Knickerbocker’s imitative behavior theory, we considered the
competitors’ incentives of taking this strategy as follows. The market is just like a big
cake, every member wants to share the biggest part of the cake with as small costs as
possible. The suitable way is to follow other’s steps. Imitative behavior can bring the
followers costs reducing effects. The costs reduced include money, time and labor. At
the same time, in the process of sharing the cake of the market, the followers will
prevent the market share from being occupied by their competitors. Imitative behavior
is the natural response actions taken by competitors. They do not want to miss what

others do.

Concerning Huft’s model, the core of the model is the formula to calculate the
attraction of a store and the probability of a consumer’s patronage to the store. The
result of the formula depends on four main factors: the shopping area of a store; the
parameter which reflects the influence of consumers; the distance or travel time from
a consumer’s residence to this store; the parameter which reflects the influence of the
distance changes. The change of every factor will alter the probability of a consumer’s

purchase.

According to the 4C theory, if retailers attempt to induce consumers’ patronages, they
must consider about consumers’ behavior. A consumer’s habits in shopping processes
are different when he purchases different kind of goods. Everyone would like to finish
the purchasing process with low time pressure, less costs and more convenience. As
for shopping products, consumers usually spend time on searching information and

making comparison. They will be influenced to buy something they need in the future
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when they go to stores to buy something they need immediately.

4.2 Possible Factors

@ The Cost

Generally, there are many uncertainties in the process of operating a new store. The
costs may be fluctuated by the influences of external circumstances. Amount of the
beginning investment of opening a store is a large number. If the locating strategy of a
new store fails, the lost is disastrous. All the mangers detest uncertainty and risk. If a
new store can make full use of the advantage of clusters, it will decrease the
probability of pay higher costs for a new market by sharing the costs with all the
members in the cluster. Therefore, we found the cost is an explanatory factor for the

cluster.

@ The Rival

Imitative behavior can be applied to restrain the development of rivals. In reality, the
fierce competition happened in every corner of the market. Everyone wants to beat
others with efficient way and low costs. If the profits of a market look like a cake, the
followers want to share the cake in order to prevent these profits from being enjoyed
by their competitor alone. In order to restrain the first-mover and other competitors,
firms usually take imitative behavior to restrain the development of rivals by the

efficient way of clustering. Firms pursue costs reducing effect by imitative behaviors.

@ The Shopping Area (s)

The change of the shopping area can increase the attraction to consumers under the
precondition that all other factors are unchangeable. In the electronics cluster in
Kristianstad, all three electronics stores are located within the distance of 100 meters.
These stores sell same kinds of merchandise, with same marketing pattern of
self-service, same kind of billboard and point-of-purchase stimuli, etc. If customers

are used to making choices in diversiform models of a single kind of goods without
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distinguishing the stores in this special cluster by treating three stores as a big
integrated shopping area, the whole scale of the cluster will increase. The increase
directly leads to the increase of the index of the attraction. Therefore, “s”, the

shopping area, is an explanatory factor that we can use.

@ The Traveling Distance (d)

The formula of Huff’s model tells us that distance or travel time that consumers have
to travel from their residences to the cluster will influence the index of the attraction
to consumers. With the popularization of automobiles, it is very convenient to take a
few minutes to travel about 2 miles. The cluster of electronics stores in Kristianstad
locates within the radius of 2 miles from the downtown area. Shopping products are
goods that are usually purchased less frequently. Consumers would rather to travel
more distance to the cluster for abundant categories of objective merchandises, for
more information and comparison with other alternative goods than buy it nearby.
Consumers will not think it is trouble to visit the cluster. If consumers prefer to
purchase in the cluster without influences about the distance between residence and
the cluster, the influence of distance in the formula will be eliminated or will be

maintained at the constant level. Therefore, “d” is an explanatory factor as well.

@ The Purchase Volume

The 4C theory indicates that marketers should sell goods by researching consumer
behavior carefully. As for majority of customers, they prefer to buy more things they
want in a shorter period of time. As long as the three stores take the strategy of
consumer-oriented marketing, they will manage to provide convenience of searching
proper goods to customers and induce them to buy as many as they can. When
consumers do some planned shopping, they usually visit all stores for gathering
information and comparing merchandises on shelves subconsciously. If consumers are
reminded frequently by retailers to buy something that is need potentially or is
omitted. Customers incline to buy more things than that have been planned at homes.

By carrying out this kind of consumer-oriented marketing strategy, retailers will
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succeed in making use of the opportunities to increase the volume of consumers’
purchase. Therefore, we found the purchase volume is an explanatory factor that we

can use to explain the phenomenon.

4.3 Attempt to Explain the Clustering of Competitors

4.3.1 Introduction

Since five relevant factors were found according to the literature review, we tried to
connect the factors with the phenomenon of competitors’ clustering. Figure 4.1 shows

the theoretical framework. It is shown as follows:

The phenomenon: The clustering of competitors
Factors: 1) The cost
2) The rival
3) The shopping area (s)
4) The traveling distance (d)

5) The purchase volume

Competitors’ Cluster

Aspect of retailers " Aspect of consumer

Figure 4.1 Theoretical Framework

4.3.2 Explanations

In the former chapter of literature review four theories have been evaluated. A

conclusion was drawn that part of them could be useful for explaining the
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competitors’ clustering after modification and extension. These factors are based on
the firm’s perspective and consumer’s perspective. It is because both the perspectives
lead to the strategy of locating near competitors. Without these perspectives, firms
would not like to locate by clustering with their competitors. These five factors may

determine the locating strategy of clustering.

From the perspective of firms, they may often consider to reduce its own costs and to
constrain its rivals’ profitability. If they could reduce the costs of decision-making and
reduce risks, or even avoid facing the risks alone, they could make more profits.
Meanwhile, firms want to balance the difference by constraining rivals. These ideas

are described in the theory of the imitative behavior and the theory of cluster.

From the perspective of consumers, Huff’s Model and the 4C theory provide three
factors to influence the strategy of clustering. Firms should have thought about
consumers’ ideas and feelings when in the decision-making process. Otherwise,
without these factors, firms will also consider to locate in another way instead of

clustering. These factors should contribute to clustering.

4.4 Propositions
Based on five factors we set up 6 propositions, which need to be tested in the
empirical study. Because there are five factors that affect the strategy of clustering, it

is difficult to hypothesize individually. So we had a main proposition.

P1. Some special factors make firms prefer to cluster with their competitors.

From the main proposition we created five sub-propositions according to five factors.
P2. To constrain rivals, firms choose to cluster with competitors.
P3. To reduce costs and risks, firms choose to locate beside competitors.

P4. Customers treat the competitors’ cluster as a big integrated store.
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P5. Distance that consumers have to travel from their residences to the clustering has
no influence on a buyer’s decision of purchasing in which store.
P6. The unplanned buying may frequently occur when consumers do some planned

shopping in the same trade competitors clustering.
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Chapter 5 Empirical Method

The empirical method is presented. The research strategy, sample and limitation are

discussed. The response rate, validity and reliability are also presented.

5.1 Research Strategy

The research strategy in this dissertation is the approach of case study. In the case
study we conducted a survey. In the former chapter four main relative theories were
reviewed. These theories are bases of the proposition that were created. It is optimal
to value the propositions through an empirical study. We tried to find out whether or
not the extended theories could explain the clustering phenomenon. The propositions
refer to two aspects of determinant factors of the cluster. Since these propositions
need to be tested, it is necessary and efficient to learn about the retailers’ thoughts and
consumers’ opinions by using a survey in the case study. The propositions originate
from existing theories and researches and require more information through the
survey. “The survey strategy is associated with the deductive approach and allows the
collection of a large amount of data from a sizeable population in a highly economical
way” (Saunders et al. 2003, p. 92). The case study can be a worthwhile way of
exploring existing theory (Saunders et al. 2003). Researchers can tightly control the
research process through the survey strategy. Meanwhile, a survey is a good approach
to overcome the insufficient time and outlay related to this dissertation. The case
study is very helpful to generate answers to the question “why?”, “what?” and “how?”

(Saunders et al. 2003).

The survey was carried out with either interview or questionnaire. We designed some
sample questions and tested them in advance before using questionnaires to collect
data. The purpose of the pilot test was to modify the questionnaire in order to make
respondents have no problems answering the questions and recording the data. We

tested two questionnaires by interviewing a manager in a store that is a member of the
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cluster and several consumers whom have visited the cluster for shopping. The pilot

test went smoothly and no important modifications were necessary.

The case study was carried out by a survey. The survey was conducted through
structured interviews with managers and face-to-face questionnaire with of consumers.
Instant answering to the questionnaire can be drawn upon the face-to-face
questionnaire. At the same time, we tried to alleviate the number of questions in order
to improve the corresponding rates and shorten the questionnaire process.
Furthermore, we created a brief introduction to show our incentives and appreciation
to respondents at the beginning of the questionnaire in order to gain the supports from
them. We also designed some questions to acquire basic information about

interviewees in the interview.

First of all, we tried our best to contact all three stores in the cluster, by presenting the
purpose of our research and try to get a chance to interview the managers of these
stores. ‘We have found that managers are more likely to agree to be interviewed,
rather than completing a questionnaire, especially where the interview topic is seen to
be interesting and relevant to their current work’ (Saunders et al. 2003, p.250). It is
beneficial for us to collect first-hand data and personnel assurance when we collect

information.

Secondly, we managed to interview consumers when they finished shopping and go
out of electrics stores. We focused on the consumers who had the experiences of

shopping by asking them to fill in the questionnaire directly.

Thirdly, in order to expand the scale of the valid respondents, we implemented the

questionnaire with consumers who visiting the electrics cluster in different days in a

week.
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5.2 Sample

The industry cluster is a popular phenomenon in developed countries. But it is hard to
investigate all of the clusters during a limited period. Furthermore, there is no existing
definition and applicable theory of the competitors’ cluster. We had no access that has
been proved correctly to the research area of the competitors’ cluster. We had to
conduct a research by our own. Not all the clusters in the world were our population.
It was necessary to create a sample. Our research was concentrated on consumer s and
retailers in the electronics cluster in Kristianstad because we had a higher probability
of gain higher response rate by communicating with local retailers and local

customers than contacting with retailers and consumers in other places.

A probability sample needs a sampling frame. In order to build up this frame, a
complete list of all the cases in the population should be taken into account.
According to the subject it is impossible to use a probability sampling method. We
chose to use non-probability sampling method. Preconcerted sampling helped us to
choose suitable cases that can be used to answer our research questions and fulfill our
objectives. Within all of the retailers’ clusters in Sweden, we chose the cluster
consisting of three consumer electronics retailers in Kristianstad. These retailers
belong to the same industry and have mutual accelerations in providing merchandises
to consumers. And they are also surrounded by many others retailers (see attached
list). The most important benefit of the non-probability sampling method is that it can
be easier to find the appropriate samples that can be controlled and fitted for the
objective by researchers in the research. However, using the non-probability sampling
method cannot generalize a common conclusion about all clusters in developed
countries. It still needs to do further researches which is beyond the scope of this

dissertation.

Three managers of three stores and 100 consumers have been interviewed in the

investigation. There are three stores of the cluster. We visited all of them. Since the
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amount of consumers who are fit for the questionnaire is numerous, the objective
consumers who are interviewed are related to random choices. Furthermore, we were
rejected about two hundred times by customers in the investigation. Therefore,
respondents will not be representative of the total population. The whole methodology

is shown as the following flow:

- Retailer -

- Consumer - Question

Figure 5.1 Empirical Method Flow

5.3 Limitations

There are some limitations existing in the research. First, we only chose the consumer
electronics cluster in the city of the southern Sweden in our own eyes. Our sample is
located in Kristianstad due to our convenient contacts to these stores and customers. It
would be difficult to investigate stores and consumers in other cities frequently in
order to increase response rates. Second, during a limited period of preparing the
dissertation, we had not enough time to investigate all the consumers visiting the
cluster. Finally, the numbers of questions in the questionnaires are limited. In order to
get respondents as many as possible, we had to limit our questions numbers to nine

(not including four basic questions).
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5.4 The Questionnaires

In order to improve the response rate, the questions were prepared simply and clearly.
Since the respondents of our research are Swedes, we designed the questionnaires by
using the languages of English and Swedish. To be sure that the questionnaires use the
correct translation, we asked for our teachers’ help to modify them. We benefit a lot
from the Swedish questionnaire. Respondents can understand questions quickly and

answer them without any hesitation.

5.4.1 Explanations for the Questions

The theories of cluster and imitative behavior give out two factors from the
perspective of stores. Both Huff’s model and 4C theory take into account three factors
from the aspect of consumer behavior. These factors include the cost, the rival, the
shopping size, the traveling distance and the purchase volume, which will be useful to

explain the emergence of the retailers’ cluster.

In our propositions, we put forward one general proposition and five sub-propositions.
First, to constrain rivals, firms choose to cluster with competitors. Second, to reduce
costs and risks, firms choose to locate beside competitors. Third, the shopping area
will increase attraction of stores if they are looked as an electric mall. Forth, distance
between a consumer’s residence and the stores does not affect decision of shopping
place. Fifth, purchases will increase if consumers buy something without plan. 20
questions in the questionnaire investigated the sub-propositions. The following figures

indicate which question investigates which sub-proposition.
In the questions for the retailers, the beginning five questions are to get the general

information of the order of locating. The rest six questions cover the two factors of

firms, the cost and the rival.
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Question E— The Cost E—
7,8,9,11 The

Aspect

Question ] The Rival ] Oof
6,8,10,11 Retailers

Figure 5.2: The questions connected to retailers

The Cost
We hypothesized that clustering can help firms to reduce costs in operating. So
questions 7,8,9 and 11 reveal that whether or not clustering could give firms in the

cluster competitiveness, costs reduction, profits and consumers, etc.

The Rival
In one of the propositions, we talked about that firms follow the step of the first one to
open stores nearby is to constrain the former competitors. Question 6,8,10 and 11

indicates directly or indirectly that firms want to constrain rivals by clustering.

Question 1-4  z——= The Shopping Area |z——n

The

Aspect

Question 5-7  p——n The Distance — Oof

Consumer

Behavior
Question 8-9  p—— The Purchase —

Volume

Figure 5.3: The questions connect to consumer behavior

The Shopping Area
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One of the sub-propositions we set up was that the clustering of three electronic stores
increases the shopping area as a whole. The change of the shopping area can increase
the attraction to consumers under the precondition that all other factors are
unchangeable. In our questionnaire, we test this sub-proposition by asking consumers’
opinions about differences among three electric stores, whether three electric stores
gather together look like an electric mall or not (question 1 and 2). We also asked if
only one store exist there, would consumer still like it or choose another place
(question 3). Finally, the participants were asked to answer consumers’ views of doing
shopping in which store if these stores sell almost same types and brands of goods
(question 4). We hope to find the relation between increase of shopping area and the

similar images of three electric stores.

The Traveling Distance

Another sub-proposition we set up was that the distance or travel time that consumers
have to travel from their residences to the cluster would have little influence on the
index of the attraction to consumers. We test this sub-proposition by asking
consumers whether they have more choices with lower prices at here than in other
stores or not (question 5). Consumers also were asked if the distance (between home
and three stores) affect their decision do shopping there (question 6) and the question
about that to what degree do they think it is far from their homes to electric stores
(question 7). We hope to find the relation between increase of attraction of the stores

and the eliminating influence of the distance.

The Purchase Volume

The last sub-proposition we set up was that consumers usually be reminded to buy
something that have been omit when they do planned shopping in three electric stores.
The stores manage to provide convenience to customers and induce them to visit all
stores for gathering information and comparing merchandises on shelves
subconsciously. If consumers are reminded frequently by retailers to buy something to

fulfill their underlying needs, retailers will be succeeded in making use of the
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opportunities to increase the volume of consumers’ purchase. We test this
sub-proposition by asking consumers whether they usually compare the goods among
three stores before buy or not (question 8). Consumers also were asked that if they
usually buy more things in electric stores than their plan at home (question 9). We
hope to find the relation between increase of purchase and the unplanned intentions of

consumers.

At the beginning of the questionnaire for consumers, we design some basic questions
to investigate basic information about respondents. Through these questions, we will
try our best to extend the regions being investigated and make our samples more

extensive.

5.5 Response Rate

There are only three electrics stores in the retailer’s cluster. We had structured
interviews to the managers of all the stores. The sample of consumers has to be
chosen randomly since the total population is enormous. We asked 296 consumers to
help us fill in the questionnaires. Only 100 consumers did us a favor. Other 196
consumers rejected us for some reasons. The response rate of consumers is 33.8%.
According to our own analysis, there are three factors could explain the phenomenon.
First is the age. Few young people refused us but many old people refused to answer
the questions. Probably the reason is that young people could communicate with
others and they have the intelligence to understand the questions quickly. But the olds
they have difficulties in reading even if the questionnaire is in Swedish. Another
reason is that young people are open and curious but the olds are not. The olds may be
introverted. Second is the education level. Most of the people who looked well
educated answered our questionnaire but some people who dressed not so neat refused
us. The final factor is the time. People who came to shop on Thursday and Friday
were eager to answer the questionnaire. They mostly came alone. But on Saturday and

Sunday, people came with their families. Though the total volume of the customers
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was increased, people did not want to answer our questions while keeping their
children or husbands or wives waiting. And the respondent rate around lunch was also

very low while people were in a hurry to go back for eating.

5.6 Validity

Validity examines the causal relationship between two variables and shows if the
findings are what they appear to be (Saunders et al. 2003). In the research, risks exist
concerning about whether the questions are misleading or have no functions of
proving the purpose. The questions used in the investigation should be relevant and
suitable for finding right propositions in the research. Otherwise, it will distort the
object of the research even if using more samples. In our questionnaires, all the
proposition were testified by measuring incentives and attitudes of retailers and
consumers. These incentives and attitudes can be hardly measured only as
quantifiable variables. We managed to use both qualitative analysis and quantitative
analysis to evaluate the variables. For instance, in the research, the imitative behavior
of retailers was measured. The theoretical idea “imitative behavior” cannot be
operationalized into quantifiable variables. We used the method of qualitative analysis
by designing opening questions for interviewees such as sequences of locating, the
degree of sensitivity about rivals’ behaviors and the degree of imitative incentive
while making decision of location. As for the investigation of consumers, we choose
the method of quantitative analysis. We converted the incentives and attitudes to
seven degrees of opinions. By making abstract concepts more concrete, the variables

were clarified efficiently through these questions.

5.7 Reliability

The reliability of the collected data is whether or not the measures will yield the same
results on other occasions and if similar observations will be reached by other
observers (Saunders et al. 2003). Participant errors are one of the threats to reliability.

The occasions of distributing questionnaires are important. Different time and
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different circumstance will lead to different results for questions. To avoid this the
questionnaire should be conducted at a neutral time when the participants ‘may be
expected to be neither on a high, looking forward to the weekend, nor on a low, with a
working week in front of them’ (Saunders et al. 2003, p. 101). During our
investigation, we tried to contact with retailing managers at first and make
appointments with them at first. We interviewed them by the right time they thought
reasonably. Meanwhile, we contacted consumers contingently by observing their
moods after going out of stores. We managed to talk with customers who were not
eager to leave and had patience to answer our questions. Participants’ errors existed in
the survey will be a threat to reliability too. Since we were foreign students compared
with other interviewers, the respondents might be misunderstand questions and gave
the misleading answers. We used bilingual questionnaires to decrease the probability
of this kind of bias. Observer errors were also eliminated in the research because most

of questions are standardized and only can be explained in one way.

5.8 Generalisability

The purpose with many researches is to be able to generalize the result to a larger
population (Saunders et al. 2003). However, to be able to generalize about regularities
in human social behavior it is necessary to select samples of sufficient numerical size
(Saunders et al. 2003). Our research focused on the consumer electronics cluster in
Kristianstad and tried to explain underlying causes of the clustering phenomenon. The

research will not put forward a theory that can be generalized to all populations.
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Chapter 6 Analysis of the Case Study

The case study is analyzed. We present the result of the questionnaire and evaluate the

PYopositions.

6.1 Introduction

The result of the case study reveals the relationship between the factors and the
phenomenon of clustering. These factors support firms to take cluster strategy into
consideration when they locate their shops. To analyze the case we adopted two ways.
One was the interview in qualitative way, and the other was the questionnaire in the
quantitative way. In the quantitative analysis we used SPSS, a computer program for
analyzing data. By using the program of SPSS we calculated the mean and standard

deviation of every question.

In the qualitative interview three managers from three electronics stores in
Kristianstad took part in answering the structured questions. The qualitative method
helped us to do an explanatory study in connecting two factors with the phenomenon.
In the survey we administered the questionnaires in front of three stores. All the
participants were consumers who came out from the stores after shopping or looking.

They answered the questions face to face with us.

6.2 Analysis of the Interview with Retailers

6.2.1 Introduction

There are two factors from the perspective of retailers. One is the rival, and the other
is the cost. We set up eleven structured questions to test the possibility of the causal
relationship between the two factors and the phenomenon of clustering. Since there
are totally three electronics stores in a competitors’ cluster existing in Kristianstad, we

had to take a qualitative method to get the result. Fortunately all the managers of three
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stores answered our questions. They are Mr. Linus Latervall of OnOff, Mr. Peter
Stjernstrom of Siba and Magnus of EL Giganten. All of them are not top managers but
middle managers in their stores. But their opinion represented the idea of the stores

because few of the questions need to be answered in subjective way.

6.2.2 Three Cases

6.2.2.1 The Store of OnOff
OnOfT has its head office in Upplands Visby. The chain stores are all over Sweden.

These stores sell the TV sets, DVD, video, audio, home cinema, etc. (Internet 3).

OnOff in Kristianstad was built up in September of 2000. It was the first Electronics
store in this area. At that time the top managers of headquarters once talked with the
government in Kristianstad and listed several options for the location. By considering
many factors they chose to locate its new store in this area. This area is convenient for
consumers both in Kristianstad and outside Kristianstad to reach because it is the
point with many highways connecting here. It also has large size of land because it is
outside the downtown. According to the manager of OnOff, the core competence of
OnOff is knowledge, service and the personal computer. So consumers could get good
suggestions and introduction from the store. Although it was the first store in this area,
when the manager was asked the question of “Do you think locating with competitors
can help you to reduce competitors’ market share?” his answer was “Yes”. He thought
the consuming volume was probably constant, if locating individually, OnOff might
attract more consumers, but it was also risky that the consumers were attracted to
other stores, then the market share might be occupied by others mostly. The safe way
was to locate with others. And for the question of “If your store did not locate here, do
you think it is more helpful for competition?” his answer was ‘“No”. He told us
although the competition was increased, but it was more helpful to get imformation
about the rivals and adjust their own strategy in marketing. So if the store did not

locate with others, it was not helpful to increase the competitive strength. Both the
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answers of “yes” and “no” reveal that they like to locate with each other. When it
came to the question 8, “What is your attitude towards the location with competitors
in general?” the manager replied that it was good and the turnover was doubled. He
said that the cluster covered 8-9 Swedish miles, and it was good for people who lived
far way, for instance, a farmer who came to this place and did a one-stop-shop. The
manager agreed that clustering together could attract more consumers. He did not
think that their shop followed other’s step because OnOff was the first electronics
store in the area. For answering the question of “When you want to open a new store,
do you want to locate together with others?”” the manager said if they planned to open

a big and cheap store like the current one, they would like to locate with others.

6.2.2.2 The Store of Siba

Siba AB is a leading Swedish company. It sells home electronics including the radio,
TV, computer, telephone, etc. it has 54 chain stores in Sweden, Norway and Denmark.
The headquarters is in Gothenburg, Sweden. The first Siba store was opened in 1951.

So Siba has more than 50 years old history (Internet 4).

Siba started its business in this market area in Kristianstad two months later after
OnOff in November 2000. It is the second electronics store in the area. The
headquarters decided to move its store in Kristianstad from two kilometers away. The
store is good at office PC and TV sets. According to the manager’s answer, they
thought that locating with competitors could do help to reduce the competitors’
market share. Their moving of store was an obvious evidence for constraining the
rival, OnOff. It also attracts more consumers to this area because there are so many
choices among three stores. So according to the manager, the cluster covers four to
five Swedish miles in Scania. Since Siba was once located two kilometers away and
came to the current position after OnOff, the manager regarded his store as having
followed the step of OnOff. When it came to the question of opening a new store, the
manager still thought to locate together with other competitors. He said that even if

the competition was very hard by locating together, the benefits from locating
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together was also very obvious. So cluster is still their first choice.

6.2.2.3 The Store of EL Giganten

Compare to OnOff and Siba, EL Giganten is a young company. It started its business
in 1994 when the first store was open in Barkarby, Sweden. Barkarby is also the
locate of the headquarters. It grew very fast and now it has 37 chain stores in Sweden.
Till September 2004 the market share is 15% and the market position in year
2003/2004 was No. 1 (Internet 5).

EL Giganten came to the current place in the same year with other two stores but the
last one who came in the end of 2000. So the order of locating is OnOft, Siba and EL
Giganten. When EL Giganten made the decision of building a store in Kristianstad,
they only chose to locate beside the other two stores. In another city, Hiassleholm, the
same thing is happening. EL Giganten is building a new store beside OnOff there.
This is an good example the manager gave us for their location strategy of cluster. The
core competence of EL Giganten is the cheapest prices of goods and the white
electronics. The manager thought that locating with competitors could help their store
to reduce the competitors’ market share in the competition. If the store was not
located at the current place with other two stores, the manager thought it was not
helpful for competition. He told us that because many goods in their store were
cheaper than others, if EL Giganten was not locating besides other two stores, many
businesses from the budget-oriented customers would not happen. He gave a positive
attitude towards the cluster because the sales are increasing year after year. When
answering the question of “Do you think that locating with other electronics stores
can attract more consumers?” he gave an answer of “definitely YES”. He said thee
were so many choices in the cluster, as long as the consumer wanted to compare, he
could find his best choice, so consumers would prefer to come to the cluster to make a
comparison than purchasing in a single store without many choices. If EL Giganten
wants to open a new store, the manager said that they would still locate with the

competitors but when opening cheap goods stores. If to open a store selling high-end
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electronics with high prices, the manager thought it better to locate alone in the main

shopping street.

6.2.3 Descriptive Analysis of Three Retailers

6.2.3.1 General Analysis

There are totally eleven questions in our interview with the retailers (Appendix 1).
The first five questions are about the overall information of these stores. The answers
of these questions told us that they came to the current place in the same year but in
the different month. OnOff was the first one came in September 2000. The managers
from its headquarters chose the location after talking with the government. Later Siba
followed to come in November 2000. EL Giganten started its business fifty meters
away from OnOff in December 2000. Importantly, Siba closed its old store and moved
from two kilometers away to the current place near OnOff. Except the first mover,
OnOft, others took the follow location strategy voluntarily. Although the merchants
are similar in these stores, they have their own core competences to gain the profits.
No one would lose all the market shares to others in the competition. OnOff provides
knowledge and service to the customers. Personal computer is their prevailing goods
in sales. Siba sells well at office computer and TV sets. EL Giganten offers the
cheapest prices for many goods. So EL Giganten could attract more consumers than
other two stores, and white electronics are their preponderant merchandise. All the

stores got good sales and profits in the cluster according to their own saying.

6.2.3.2 To Constrain Rivals

One of the five explanatory factors for the phenomenon of clustering is rival. Both the
imitative behavior theory and the cluster theory explain that limiting rivals is
important. We made one of the propositions that in order to constrain rivals, firms
choose to cluster with competitors. In our structured questions for retailers (Appendix
1), there are four questions are to evaluate the possibility and extent of rivals’

constraining by clustering:
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6. Do you think locating with competitors can help you to reduce
competitors’ market share?
8. What is your attitude towards the location with competitors in general?
10. When making decisions about the place to build this store, did you
consider to follow others’ step to locate here?
11. When you want to open a new store, do you want to locate together with
others or alone?
As mentioned in the part of the answers to the questions, all the managers from each
store answered as YES for question 6. It means that each of them thought clustering
with other two stores could reduce other stores’ market share. Otherwise, consumers
maybe go to other stores without paying a visit to the store which stays alone.
Additionally, since there were other stores of different types near the first mover,
OnOff, Siba and EL Giganten were afraid that consumers might go there to have a
one-stop shopping. It would lead fewer consumers to Siba and EL Giganten if they
located stores far away from this area. This point will be mentioned in the following
part of the second factor, the cost. And for answering question 8, all of the managers
thought it was good to locate with other two competitors. The managers told us that
the sales volume was increasing year after year, although they refused to tell the exact
data. Answers for question 10 and 11 told us that two of them had taken the following
strategy for locating in the past and all of three stores would like to locate together
with competitors if they open new stores in the future. They want to keep on

constraining competitors.

According to the analysis above, rival is an important factor that firms always take
into consideration. The answers from the managers proved that our proposition for
rivals’ constraining is valid, i.e., firms want to constrain rivals by clustering. To avoid
the market be shared wholly by competitors is important to a firm. Every firm tries to

get more in the competition.
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6.2.3.3 To Reduce Costs

Another factor is the cost. The imitative behavior theory tells us that by imitation of
the first mover the followers could reduce the possible risks and costs. Even if there
were risks from the environment that firms located together, these risks would be
equal for the firms in the cluster. The cluster theory tells that by clustering firms can
share the infrastructure and information. It is also connected with the cost. Thus we
made a proposition that in order to reduce costs and risks, firms choose to locate
beside competitors. To estimate the proposition we set five questions in the structured

questions for the interview (Appendix 1). They are as follows:

7. If your store did not locate here, do you think it is more helpful for
competition?

8. What is your attitude towards the location with competitors in general?

9. Do you think that locating with other electronics stores can attract more
consumers?

11. When you want to open a new store, do you want to locate together

with others or alone?

The managers have the same idea about the benefits for the competition by clustering
with competitors. So when answering question 7, they all thought that it was not good
for competition if they located separately. If located separately, they might face the
risks of little volume of costumers. And they have to pay extra fee for parking, gas,
heating, water and electricity. But after locating together, the entire fee could be
shared by the stores, which located in the same area. To some extent costs will
decrease. Most importantly, the stores have the chance to welcome all the customers
come to the area. So the managers thought clustering was good when they answered
question 8. Furthermore, for question 9 they said because they provided more
merchants and prices for the consumers, they attracted more consumers to come. One
of the managers gave us an example: if a farmer lives thirty kilometers away and

takes his wife to shopping. They prefer to spend half a day in comparing the goods
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and prices among three stores and decide to buy in one shop. This couple will be the
customers for all three stores. And the business opportunity will be available for all
the stores. The potential purchase increases. The manager also mentioned an
additional example: the farmer only wants to buy a bed in Sova. But his wife drops in
the electronics stores and is attracted by a new model of TV set. The couple is that the
electronics stores expect unexpectedly. This type of cluster is not what we wanted to
research but has some explanative meaning for the cluster of the electronics stores.
The answers for question 11 we had discussed in the former paragraph. They are not
directly related to the cost. But the answers show that the stores prefer to locate

together.

Thus the second factor, the cost, is important as well. Firms try to reduce the risks and
costs when they operate their business. When the sales are made, less costs and risks
means more profits to businesses. According to the descriptive analysis, the
proposition of reducing costs is valid. It tells us that firms cluster together to reduce

risks and costs and to increase profits.

6.2.4 Sub-Conclusion

Once the two propositions are available, the benefits of the cluster theory and the
imitative behavior theory are proved to be shared by firms in cluster. The cluster of
competitors is a special cluster. Although firms in this cluster may not share the
benefits which the vertical clusters have, for instance, one firm in the cluster produces
materials for another firm in the cluster, firms in this special competitors’ cluster
could enjoy common benefits like public infrastructures, transporters, consumers and
information, etc. As for the imitative behavior theory, the followers in the cluster take
the following strategy in locating, and achieve to constrain rivals and get benefits
from reducing risks and costs. These benefits lead firms to take the imitative behavior
in locating. It is proved that the imitative behavior theory could be available in the

field of domestic business. This theory could be extended about its applicable extent.
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6.3 Presentations and Analysis of the Questionnaire

6.3.1 Introduction of How to Organize in the Questionnaire

Both Huff’s model and the 4C theory take consumer behavior as a key when they talk
about marketing strategies. In the propositions that have been discussed in the former
chapter, one aspect we considered about the possible factors is consumer behavior.
There are three factors from the perspective of consumer behavior. They are the
shopping area, the traveling distance and the purchase volume, which will be useful to
explain the emergence of the retailing competitors’ cluster. We set up nine questions
to test the possibility of the causal relationship between these three factors and the
phenomenon. Since we wanted to get the answers from consumers who shopping in
three electronics stores mentioned above, we had to have face-to-face meeting with
respondents at the gates of the stores. We adopted a quantitative method to get the
result. In the questionnaire, we put forward four questions to get the result from the
factor of the shopping area (Appendix 2). We designed three questions to get the
result from the factor of the traveling distance (Appendix 2). We also prepared two
questions to get the result from the factor of the purchase volume (Appendix 2).
Figure 6.1 shows which question is used to investigate which factor. At the beginning
of the questionnaire for consumers, we designed four basic questions to investigate
basic information about respondents (Appendix 2). Through these questions, we tried
our best to extend the regions being investigated and make our samples more

extensive.
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Question 1-4  |s———f The shopping area |———=

The

Aspect

Question 5-7  p——= The distance — of

Consumer

Behavior
Question 8-9 =1 The purchase vol. —

Figure 6.1: The questions connected to the consumer behavior

6.3.2 Results of the Investigation

6.3.2.1 The Shopping Area

One of the sub-propositions we set up is that the clustering of three electronic stores
increases the shopping area as a whole. The enlargement of the shopping area can
increase the attraction to consumers. In our questionnaire, we tested this
sub-proposition by asking consumers about differences among three electronics stores,
whether these stores gather together look like an electronics mall or not (Appendix 2,
question 1 and 2). We also asked if only one store exists there, would consumers still
like to go or choose another place (Appendix 2, question 3). Finally, the participants
were asked to answer which store they prefer if these stores sell almost same types
and brands of goods (Appendix 2, question 4). We hope to find the relation between

increase of shopping area and the similar images of three electric stores.

6.3.2.1.1 The Result of Question 1

The mean of the first question is 5.2. The mean shows that about 75% of the
respondents held the same opinion that differences among the three electronics stores
were limited. The three stores look similar. Only 14% of the consumers thought the
stores were different. 11% of the respondents held the medium evaluation. We could

draw a tendency from the graph that consumers tend to think that the three electrics
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stores are similar.

Table 6.1: The distribution of responses of questionl.

Valid Cumulative
Frequency Percent Percent Percent
Valid 1.00 0 0 0

2.00 4 4.0 4.0
3.00 10 10.0 10.0 14.0
4.00 11 11.0 11.0 25.0
5.00 24 24.0 24.0 49.0
6.00 37 37.0 37.0 86.0
7.00 14 14.0 14.0 100.0
Total 100 100.0 100.0

Q1

40

Std. Dev = 1.33
Mean = 5.2
N = 100.00

Frequency

2.0 3.0 4.0 5.0 6.0 7.0

Q1

Figure 6.2: The distribution of responses of question1.

6.3.2.1.2 The Result of Question 2

The second question is about whether consumers think the three electronics stores
located together so closely makes shopping feel like in one electronics mall or not.
The mean is 5.1. It was clear that three-quarters of the respondents took it for granted
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that the three electrics stores were more like an electronics mall in general than like
individual stores. Only 16% of the customers hold the opposite opinion. Another 9%
of the consumers stood in the middle. The index indicates that the consumers accepted
the concept of cluster, which comes into being by enlarging the total size of the stores

and sharing the customers at the same time.

Table 6.2: The distribution of responses of question2.

Valid Cumulative

Frequency Percent  Percent Percent
Valid 1.00 2 2.0 2.0 2.0
2.00 6 6.0 6.0 8.0
3.00 8 8.0 8.0 16.0
4.00 9 9.0 9.0 25.0
5.00 26 26.0 26.0 51.0
6.00 37 37.0 37.0 88.0
7.00 12 12.0 12.0 100.0
Total 100 100.0 100.0
Q2

40

30 4

20

10 1

>
[}

S Std. Dev = 1.46
= Mean = 5.1

2 N = 100.00

1.0 2.0 3.0 4.0 5.0 6.0 7.0
Q2

Figure 6.3: The distribution of responses of question2.
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6.3.2.1.3 The Result of Question 3

As for the third question, concerning about the influence of the numbers of the stores,
the mean is 5.5. This mean reveals that the amount of stores affects the consumers’
inclination of shopping in this area. 77% of the customers hold the view that the
clustering of the electronics stores increased attraction to them. If there were no
clustering, the shopping area would not increase, and consumers would rethink their

options.
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Table 6.3: The distribution of responses of question3.

Valid  Cumulative
Frequency Percent  Percent Percent
Valid 2.00 5 5.0 5.0 5.0
3.00 4 4.0 4.0 9.0
4.00 14 14.0 14.0 23.0
5.00 20 20.0 20.0 43.0
6.00 25 25.0 25.0 68.0
7.00 32 32.0 32.0 100.0
Total 100 100.0 100.0
Q3
40
>
g Std. Dev = 1.42
= Mean = 5.5
2 N = 100.00

2.0

Q3

3.0

4.0

5.0

6.0

7.0

Figure 6.4: The distribution of responses of question3.

6.3.2.1.4 The Result of Question 4

The mean of question 4,about the choice of shopping in which store in the cluster, is

3.2. The questionnaire indicates that 59% of the consumers did not mind shopping in

which store if they found the right goods for them. There were 31% of the consumers

on the opposite. 10% of the consumers chose the medium degree. The result of this

question shows that the majority of consumers buy randomly in anyone in the
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clustering of the stores if they think the stores are similar.

Table 6.4: The distribution of responses of question 4.

Valid  Cumulative

Frequency  Percent  Percent Percent

Valid 1.00 30 30.0 30.0 30.0
2.00 19 19.0 19.0 49.0
3.00 10 10.0 10.0 59.0
4.00 10 10.0 10.0 69.0
5.00 11 11.0 11.0 80.0
6.00 15 15.0 15.0 95.0
7.00 5 5.0 5.0 100.0
Total 100 100.0 100.0

Q4

40

30

20

10
>

O

< Std. Dev = 2.02
g‘ Mean = 3.2
20 N = 100.00

1.0 2.0 3.0 4.0 5.0 6.0 7.0

Q4

Figure 6.5: The distribution of responses of question 4.
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Through the analyses of the former questions, the research results indicate that the
difference between three stores is very limited. The consumers widely accepted the
opinion that the shopping areas of three stores are operated like integration one.
Majority of the consumers do not mind shopping in which store when they shop in
three electronics stores. Our proposition is strengthened by the indexes calculated
above. Even if the further research have to be conducted to prove it and to generalize
it, we hold the opinion that the increasing size of the clustering stores as a mall is a

explanatory factor of the retailing competitors’ cluster.

6.3.2.2 The Traveling Distance

Another sub-proposition we set up was that the traveling distance or travel time
consumers have to take from their residences to the cluster would have little influence
on the index of the attraction to consumers. We tested this sub-proposition by asking
consumers whether they have more choices with lower prices in the cluster area than
in other stores or not (Appendix 2, question 5). The consumers also were asked the
question if the distance (between home and three stores) affects their decision of
shopping in the cluster (Appendix 2, question 6) and the question about that to what
degree do they think it is far from their homes to the electronics stores (Appendix 2,
question 7). We expected to find the relation between the increase of attraction of the

stores and the eliminating influence of the distance.

6.3.2.2.1 The Result of Question 5

The result of question 5 shows that 66% of the consumers enjoyed the more abundant
merchandises in the electronics cluster than other single stores. According to the 4C
theory, the consumers prefer convenience during the process of searching information.
By clustering, three stores enable consumers to compare goods and prices as
conveniently as possible before making decisions. Most of the consumers also
accepted this kind of convenience. Only no more than one-fifth consumers denied this

advantage of the cluster compared with other stores.
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Table 6.5: The distribution of responses of question 5.

Valid Cumulative

Frequency Percent  Percent Percent

Valid 1.00 4 4.0 4.0 4.0
2.00 5 5.0 5.0 9.0
3.00 8 8.0 8.0 17.0
4.00 15 15.0 15.0 32.0
5.00 30 30.0 30.0 62.0
6.00 26 26.0 26.0 88.0
7.00 12 12.0 12.0 100.0
Total 100 100.0 100.0

Q5

40

Std. Dev = 1.52
Mean = 4.9
N = 100.00

Frequency

1.0 2.0 3.0 4.0 5.0 6.0 7.0

Q5

Figure 6.6: The distribution of responses of question 5.

6.3.2.2.2 The Result of Question 6
The mean of the question 6 is 2.7, which reflects most of the customers consider the
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distance between their residence and three electronics stores is not far. It is obviously
that though more than 30% of consumers go to the cluster from 30 km away, only
15% of the consumers think the distance is far from their residence to the cluster.

More than three-quarters of the consumers thought the distance was not so far.

Table 6.6: The distribution of responses of question 6.

Valid Cumulative

Frequency Percent  Percent Percent

Valid 1.00 27 27.0 27.0 27.0
2.00 25 25.0 25.0 52.0
3.00 23 23.0 23.0 75.0
4.00 10 10.0 10.0 85.0
5.00 11 11.0 11.0 96.0
6.00 3 3.0 3.0 99.0
7.00 1 1.0 1.0 100.0
Total 100 100.0 100.0

DISTANCE

Table 6.7: The distribution of responses of question 6.

Frequenc Valid Cumulative
y Percent Percent Percent

Valid 5.00 19 19.0 19.0 19.0
10.00 21 21.0 21.0 40.0
20.00 25 25.0 25.0 65.0
30.00 16 16.0 16.0 81.0
40.00 8 8.0 8.0 89.0
50.00 11 11.0 11.0 100.0
Total 100 100.0 100.0
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Figure 6.7: The distribution of responses of question 6
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Figure 6.8: The distribution of responses of question 6.



6.3.2.2.3 The Result of Question 7

The mean of the questions 7 is 2.7. It can be easily understood that the distance
couldn’t affect the most consumers on the demands of shopping in the three
electronics stores. This index also shows a tendency that since the consumers have
abundant choices in the stores, they would rather to travel longer for shopping in the
three electronics stores than shopping in a single store nearby. The influence of the

distance is not the first factor to influence a consumer’ decision-making.

Table 6.8: The distribution of responses of question 7.

Valid Cumulative
Frequency Percent Percent Percent
Valid 1.00 32 32.0 32.0 32.0
2.00 35 35.0 35.0 67.0
3.00 20 20.0 20.0 87.0
4.00 5 5.0 5.0 92.0
5.00 5 5.0 5.0 97.0
6.00 3 3.0 3.0 100.0
Total 100 100.0 100.0
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Figure 6.9: The distribution of responses of question 7.

Through the means talked above, the distance has a little influence when a customer
makes a decision to shop in the three electronics stores on the condition that they can
get more choices in this area compared with other stores. It gives a further explain to
the former question. In the formula of the Huff’s model, the change of the distance is
the denominator. The increase of the shopping area will lead to the increase of the
cluster’s attraction since the variable of distance is a constant. Our proposition is
strengthened by the results of these three questions. Even if the further researches
have to be conducted to prove it, we hold the opinion that the eliminated affect of the

travel distance is a explanatory factor of the retailing competitors’ cluster.

6.3.2.3 The Purchase Volume

The last sub-proposition we set up was that consumers usually are reminded to buy
something outside the plan when they do planned shopping in three electronics stores.
The stores manage to provide convenience to customers and induce them to visit all

stores for gathering information and comparing merchandises on shelves
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subconsciously. If consumers are reminded frequently by retailers to buy something to
fulfill their underlying needs, retailers will be succeeded in making use of the
opportunities to increase the volume of consumers’ purchase. We tested this
sub-proposition by asking consumers whether they usually compare the goods among
three stores before buy or not (Appendix 2, question 8). Consumers also were asked
that if they usually buy more things in the electronics stores than their plan at home
(Appendix 2, question 9). We hoped we could find the relation between increase of

purchase and the unplanned intentions of consumers.

6.3.2.3.1 The Result of Question 8

The mean of the frequency of comparison is very high. The mean indicates that
consumers get used to making decisions to buy something after comparison. The
compensation of traveling a long distance is to visit every store in the cluster in
limited time and to get the lowest costs by comparing the goods and the prices
between three stores. More than 70% of the consumers admitted that they often made

comparison. On the contrast, less than 20% of the consumers hold the opposite

opinion.

Table 6.9: The distribution of responses of question 8.

Valid Cumulative

Frequency Percent  Percent Percent
Valid 1.00 6 6.0 6.0 6.0

2.00 7 7.0 7.0 13.0
3.00 6 6.0 6.0 19.0
4.00 7 7.0 7.0 26.0
5.00 14 14.0 14.0 40.0
6.00 23 23.0 23.0 63.0
7.00 37 37.0 37.0 100.0
Total 100 100.0 100.0
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Figure 6.10: The distribution of responses of question 8.

6.3.2.3.2 The Result of Question 9

The mean of question 9 is 2.8. It reveals that the unplanned purchases are not frequent
after visiting and comparing in different stores. The mean indicates that consumers
have determined to buy which kind of things clearly before comparison. Majority of
them had not been influenced by the retailers’ reminding. About 70% of the
consumers admitted that they seldom bought unplanned things. On the contrast, only

17% of the consumers hold the opposite opinion.
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Table 6.10: The distribution of responses of question 9.

Valid Cumulative

Frequency Percent  Percent Percent
Valid 1.00 27 27.0 27.0 27.0
2.00 25 25.0 25.0 52.0
3.00 17 17.0 17.0 69.0
4.00 14 14.0 14.0 83.0
5.00 10 10.0 10.0 93.0
6.00 6 6.0 6.0 99.0
7.00 1 1.0 1.0 100.0
Total 100 100.0 100.0

Q9
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Figure 6.11: The distribution of responses of question 9.

Since our research indicates that consumers are not usually to buy something that has
not been planned when they do planned shopping in three electronics stores. Our
proposition is denied by the results talking about. Most of Swedish consumers are
good at financing. We hold the opinion that though the purchase volume was not an
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explanatory factor of the retailing competitors’ cluster in this research, retailers should
take into account the marketing strategy of spot stimulation. In some other countries,

consumers inclined to the impulsive purchase when they enter stores.

6.3.3 Sub-Conclusion

Through the questionnaire, we could draw a conclusion that the two factors, including
the shopping area and the traveling distance, are exact the explanatory factors, which
can support our main propositions about the retailing competitors’ cluster. It is really
true that there is a kind of relation between the increasing of attraction of the stores
and the increasing of shopping area. There is also a kind of relation between the
increasing of attraction of the stores and the eliminating influence of the distance. The
essential of Huff’s model is the formula to calculate the attraction of a store and the
probability of a consumer’s patronage. The four main factors determine the result: the
shopping area of a store; the parameter which reflects the influence of consumers; the
distance or travel time from a consumer’s residence to this store; and the parameter
which reflects the influence of the distance changes. The change of every factor will
alter the probability of a consumer’s purchase. Through the questionnaire, it is right to
use the two explanatory factors in the formula of the Huff’s model. It can be easily
understood that the number of the numerator increases. The shopping area and the
parameter, which reflects the influence of consumers, are all positive. These two
factors at least increase 3 times on the numerator .The parameter, which reflects the
influence of the distance changes, is a constant. At the same time, since the electronics
cluster locates in the radius of 2 km from the downtown, the denominator increase at
most 2 times. The attraction of a store to consumers will rise with the changes of the
numerator and the denominator. It is the real result that the retailers in the cluster want.
We also found that the consumers usually are well planned before shopping. They are
not easily induced by the various kinds of goods on the shelves. Instead they only
focus on the right merchandises they plan to buy. The more choices provided by the

cluster just clarify and shorten the decision process of planed purchase without extra
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purchase.

6.4 Summary

2

We have found 5 explanatory factors to explain the phenomenon of the competitors
clustering. For the factors we wet up 1 general proposition with 5 sub-propositions
related to 5 factors. According to the result of survey analyzing, 4 propositions were
proved to be true except 1 proposition. Thus we drew a conclusion that the survey
partly supported the general proposition. The relevant factors in the propositions,
which have been proved to be true, are the rival, the cost, the shopping size and the
traveling distance. Another factor, since the proposition about it was not proved to be

true, is not the underlying factor for supporting the cluster.
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Chapter 7 Conclusions

The conclusions are presented. The dissertation is summarized and the applicability
of the factors is discussed. Methodological criticism, future research and practical

implications are presented as well.

7.1 Summary of Dissertation

Cluster is not a special phenomenon in the world from the past till now. Horizontal
clusters and vertical clusters are often seen in many countries. Silicon valley is a
typical cluster that contains both horizontal and vertical types. Clusters of competitors
form a special cluster type. In the domestic retailing, this type of clusters plays an

important role in the past, nowadays and in the future.

Rosenfeld defines cluster as “a geography bounded concentration of similar, related or
complementary businesses, with active channels for business transactions,
communications and dialogue that share specialized infrastructure, labor markets and
services, and that are faced with common opportunities and threats” (Rosenfeld 1997,
cited by Preissl and Solimene 2003, p.54). Michael Porter explains the cluster as
interconnected companies and institutions with geographic concentrations in a
particular field (Porter 1998a). There are also other definitions about cluster beyond

the scope of geography.

Many researchers have investigated into cluster. They talked a lot about the benefits
firms could share by clustering together. But few of them explain directly why the
competitors of the same trade cluster together for competition. Michael Porter
presented his analysis of clusters in his 1998 book, Clusters and New Economics
Competition. The Imitative behavior theory was a result of the studies into FDI by
Frederick T. Knickerbocker. This theory is about constraining rivals. Huff’s model set

up a practical approach to evaluate the efficiency of choosing a location of stores. The
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4C theory approves that retailing strategy should base on the comprehension of

consumer behaviors.

Based on previous researches we found five factors, which are probably related to the
phenomenon of cluster. The discovery of five factors is to explain why competitors
would like to cluster together instead of locating separately. The rival, the cost, the
traveling distance, the shopping size and the purchase volume are these five factors.

We set up six propositions to connect five factors with cluster.

To test the propositions we conducted a survey by using face-to-face interview and
questionnaire. We wanted to test if these factors could lead firms to cluster. The
survey was implemented in two ways: interview with retailers and questionnaire with
consumers. We went to the electronics stores in Kristianstad to interview managers
and consumers. The interview with consumers was random and continuously
changing between three stores. We got 3 answers from three managers in three stores

and 100 answers from consumers after they finished shopping in these stores.

The data from three managers could only be analyzed descriptively because the
sample size was so small. But the data from the consumers were big. We analyzed the

data from the consumers in a quantitative way. The analyzing program is SPSS.

The result from the survey implied that when firms chose to locate the stores, from
their own perspective, they wanted to constrain rivals and reduce costs by clustering.
And these firms also took the consumers’ attractiveness into their consideration.
Through the questionnaire we drew a conclusion that two factors include shopping
area and traveling distance are exact explanatory factors, which can support our
propositions of the retailing competitors’ cluster. But another factor of the purchase

volume was not supported by the consumers in the questionnaire.

The survey possesses a relatively high validity because of the choice of measurement
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technique and the way of interview and questionnaire. Maybe because the questions
set in the questionnaire were not appropriate enough, the factor of the purchase
volume was not proved. If we had used other different questions, it might be proved.
Since we only investigated the electronics stores in Kristianstad, it is hard to say how

much the generalization the research has.

7.2 Applicability of the Factors

Our propositions involve five explanatory factors, the cost, the rival, the shopping
area, the distance and the purchase volume. The research shows that it is not all of
these factors are important to explain why the phenomenon of the competitors’

clustering emerges. We have gotten support for the former four factors.

The research indicates that in order to constrain rivals, firms choose to cluster with
competitors. In our structured questions, we asked retailers four questions to evaluate
the possibility and extent of rivals’ constraining by clustering. According to the
managers’ answers, firms did want to constrain rivals by clustering. Through the
cluster, they managed to avoid the market be occupied wholly by competitors and try
to get more in the competition. Meanwhile, all the stores got good sales and profits in
the cluster according to their own opinions. We could draw a conclusion that rival is
an important factor that firms always take into consideration. The answers from the

managers proved that the proposition of constraining rivals is a valid factor.

We assumed that the firms tried to reduce the risks and costs when they operated their
business. In the questions for interview, we designed five questions for respondents in
order to testify this issue. The feedbacks of interviewees are positive. It reveals that
firms do cluster together to reduce risks and costs and to increase profits. In reality,
many kinds of operating fees are shared by the stores, which located in the same area.
Most importantly, the stores have attracted more consumers by providing more

merchants, more choices and reasonable prices together. According to the descriptive
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analysis, the explanatory factor of the cost is valid. The proposition of reducing costs

was tested to be true.

The research reveals that the clustering of the same type stores can lead to the
enlargement of the shopping area. In the investigation, we asked consumers their
opinions about the differences between the three electric stores, the feeling of
shopping in an electrics appliances mall, the importance of shopping in which store
and the effect of the numbers of stores in the area. There is a tendency that the
majority of respondents give us positive answers. The increase of shopping area
directly raises the index of the attraction. It confirms that the factor of the shopping
area is right to be taken into account as an explanatory factor. It was proved that the

stores in the cluster formed a big store for the consumers.

We assumed that the consumers would rather to travel more distance to the cluster if
the cluster provides abundant categories of objective merchandises, more information
and comparison with other alternative goods than to buy it nearby. We testified this
issue by asking consumers whether the distance is far or not and the effects of
distance while choosing stores. The answers told us that consumers thought it was not
trouble to get to the cluster. Since consumers prefer to purchase in the cluster in spite
of traveling a long distance, the cluster obviously eliminates the influence about the
distance between residence and the cluster. Therefore, the attraction in the formula of
Huff’s model will increase if shopping area increase whereas the influence of distance
keeps the same level. The result confirms that this factor of distance is the right

explanatory factor.

Finally, we also assumed that when consumers do some planned shopping, they are
reminded frequently by retailers to buy something to fulfill their unplanned needs. It
will bring up opportunities to increase the volume of consumers’ purchase. In the
investigation, we asked consumers’ opinions about the frequencies of comparison and

unplanned purchase. The majority of respondents gave us a positive answer to the
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former question. But most of respondents gave the negative answer to the latter
question. Our research gave no support for the explanatory factor of the purchase
volume. We failed to prove that firms could increase consumers’ purchase by

clustering.

To summarize, our case study indicates that our proposition is valuable when it comes
to explain why the phenomenon of the competitors’ cluster emerges. However, future
researches have to be done to find more explanatory factors underlying the
phenomenon. Furthermore, we chose respondents randomly as samples to collect
answers and drew the conclusions of our investigation in Kristianstad. It is
inappropriate to generalize and to draw conclusion about all of the competitors’

clusters in Sweden.

7.3 Methodological Criticism

Our research was conducted with a case study. In order to test the propositions, survey
was suitable for us to use. The questions helped us to evaluate the factors and made it
possible for us to see if the factors could explain why firms chose to locate with
competitors. There are other research techniques we could choose in the research. But
we thought none of them could give us the clearest picture of the phenomenon.
However, the sample size we could choose of the firms was only three stores in
Kristianstad, and the interview with the managers was limited by the structured
questions. If we could use more open questions to interview with them, we believed
that more information we could obtain would help us to research. The questionnaire
was implemented in four days. If we administered it during a longer period, we might

have better possibilities to get more respondents and more precise answers.

The most significant shortcoming of the survey was that we had not chosen the firms
who located alone. Otherwise we could compare the situation between the firms

locating in the cluster and the firms locating alone. Then we might tell the differences
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between them and show the explanatory factors more easily. But we felt that it was
hard to compare the firms locating individually with others locating in the cluster
because they had very different size and category. There was little comparability
between them. If we could find some stores which located individually but was
similar to the stores in the cluster, we would choose to conduct the survey by

comparing them without any hesitation. Unfortunately the reality was not so.

7.4 Future Research

We have put forward five underlying factors to explain why the phenomenon of the
competitors’ cluster emerges. We have conducted a survey and the result of the
research gave us partial support. The survey indicates that four explanatory factors are
correct. However, the competitors’ cluster is a phenomenon which never been
interpreted systematically by the traditional theories. It will be interesting to do

further researches within the area.

Further researches can be conducted in the following areas:

Firstly, our research was conducted on a rather small sample. It was impossible for us
to generalize the conclusion based on the sample. It will be interesting to carry out a
larger survey to find whether the result is same or not. Further researches could be
used to prove the reliability of the proposition and test the value of the explanatory

factors.

Secondly, it would be interesting to do more surveys on the competitors’ clusters in
other Swedish cities and in other countries. It is also meaningful to do some research
on the competitors’ clusters specialized on other products. We have only investigated
the cluster of the electronics stores in Kristianstad. We focused on the Swedish
retailing market of electronics appliance. It is more practical to investigate different

kinds of clusters in different places.
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Thirdly, it is valuable to conduct researches on other explanatory factors for the
emergence of the competitors’ cluster. Since we put forward our propositions based on
the theories we have learned from our courses, there must be other explanatory factors
indicated by other researchers we have not learned. Therefore, it would be meaningful
to investigate if some other factors can be regarded as explanatory factors for the

emergence of the competitors’ cluster.

Finally, the proposition of purchase increment has not been proved in our
investigation. But we still hold the opinion that it really happened many times as 17%
of respondents confirmed the factor and 14% of them kept neutrality between confirm
and disavowal. It will be interesting to conduct a research, which focus on this factor,

in the wider extent.

7.5 Practical Implications

In the very beginning of this dissertation we have talked that the research is to be
applied to locating planning and strategy in China. It is hoped that the research will do
help to the future retailing development in China, especially in Ningbo. So the most
important implication is for the firms who want to open new stores or want to adjust
their locations, they can adopt two strategies of locating, by clustering or individually.
It seems that clustering with competitors has many advantages when locating. It will
benefit both firms and consumers. To avoid directly face-to-face competition is not
always a good thing in the market. Clustering can bring win-win situation to the firms

in the cluster. Meanwhile, the costs for the whole society will be lowed.

The research can also be helpful for the governments in China to plan the commerce
distribution. China is a country with planned economics and market economics. The
governments at different levels have the responsibility to plan the economics because

it has large area and population. To some extent the governments encourage firms to
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cluster will bring benefits to firms, consumers and the society. It is more practical that
the governments encourage firms to move their stores to some places not so centrally
since the car consumption is booming. Firms can enlarge the stores, provide one-stop

shopping and more choices to the consumers.
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Appendix 1

Structured Assistant Questions For Retailers

1. How many years has your store been in the current place?
( years)
2. Is your store the first electronics store in this place?
3. If no, how many electronics store in this area before you come?
4. Did you consider locating in other places before you decided to locate
here?
5. What is the core competence of your store?
6. Do you think locating with competitors can help you to reduce
competitors’ market share?
7. If your store did not locate here, do you think it is more helpful for

competition?

o0

. What is your attitude towards the location with competitors in general?

9. Do you think that locating with other electronics stores can attract
more consumers?

10. When making decisions about the place to build this store, did you
consider to follow others’ step to locate here?

11. When you want to open a new store, do you want to locate together

with others or alone?
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Appendix 2a

Questionnaire

Dear friends:

Thank you for participating in this research survey! Michael and Pritt, who are
responsible for this questionnaire, are Chinese students studying in Kristianstad
University. We are gathering material for our graduate dissertation. We would like to
ask you about your shopping experiences in OnOff, Siba and EL Giganten. We look

forward your answers and appreciate your generous help.

To begin with, we need some basic information about you for statistical calculations.

1. Gender:
(1) Male (2) Female

2. Age:
(1) Under 20 (2) 20-30 (3) 31-40 (4) 41-50 (5) 51-60 (6) above 60

3.How do you get to OnOff, Siba and EL Giganten?

(1) By bike (2) By public transportation (3) By car (4) By foot

4. How far is it from your home to OnOff, Siba and EL Giganten?

(1) Under 5km (2) 5-15 km (3) 16-25km(4) 26-35km(5) 36-45km(6) above 45km

Instruction:

Please rate your answers to the following questions. There are seven rates in a
question, between two extremes, for example "very different" and "very similar" in
the first question. Please indicate your answer by ticking the relevant “O” based on

your experiences of shopping in OnOff, Siba and EL Giganten.
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Questions:
1.What is your opinion about the degree of difference between the three electric stores?
They are:

Very differentO O O O O O O Very similar

2. To what degree do you think the fact that the three electric stores are situated so
closely together makes shopping here feel like shopping in one electric appliances
mall?

Notatall O O O O O O O Very much

3. If there would be only one of the three stores in the area, to what extent do you
think that would affect your shopping in the area?
Notatall O O O O O O O Very much

4. Is it important to you in which of the three stores you buy your goods?

Notatall O O O O O O O Very much

5. To what degree do you think you have more choices in these three stores compared

to other stores?

Notatall O O O O O O O Very much

6. To what degree do you think it is far from your home to this shopping area?
Notatall O O O O O O O Very much

7. Does the distance (between your home and here) affect your decision to go here to
shop?
Notatall O O O O O O O Very much

8. Do you usually compare the goods and the prices between the three stores before
you buy anything?
Never O O O O O O O Usually

9. Do you usually buy more things than you planned at home in the electrics stores?

Never O O O O O O O Usually
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Appendix 2b

Konsumentenkit

Kéra vanner,

Tack for att ni svarar pa var enkét. Vi heter Michael och Pritt och ar kinsesika studenter
som ldser vi hogskolan Kristianstad. Resultatet av denna enkdt ska anvindas i vart
examensarbete. Vi skulle vilja stdlla ndgra fragor kring de erfarenheter ni har av att handla hos
OnOff, Siba and EL Giganten.

Vi ser fram emot att ta del av era erfarenheter. Tack for hjdlpen!

Forst och framst behover vi lite statistisk information:
1. Kon:

(1) Man (2) kvinna

2. Hur gammal &r du?

(1) Under20  (2)20-30(3) 31-40(4) 41-50(5) 51-60(6) dver 60

3. Vilket transportmedel anviander du for att ta dig till OnOff, Siba och EL Giganten?

(2) Cykel (2) Kollektivtrafik ~ (3) Bil ~ (4) Till fots

4. Hur langt har du hemifran till OnOff, Siba och EL Giganten?

(1) Under Skm (2) 5-15km (3) 16-25km (4) 26-35km  (5) 36-45km  (6) mer dn 45km

Instruktioner:

I nedanstdende fragor ska du ange din standpunkt mellan tvd extrema punkter genom att
kryssa i en ruta. Du har sju olika nivéer att vilja mellan, exempelvis mellan "mycket olika"
och "mycket lika." Vinligen vilj en punkt mellan de tva extrema punkter som bést beskriver

dina erfarenheter av att handla hos OnOff, Siba och EL Giganten.
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1. Hur mycket tycker du att affirerna skiljer sig 4t? Ar de lika eller olika varandra?

Mycketolika O O O O O O O Mycket lika

2. Tycker du att man kan uppfatta OnOff, Siba och EL Giganten som ett enda stort
elektronikvaruhus eftersom de ligger sé néra varandra?

Intealls O O O O O O O Ja,ihog grad

3. Om bara en av dessa varuhus hade funnits 1 omradet hade du fortfarande kort dit for att
handla?

Absolutinte O O O O O O O Jaabsolut

4. De tre varuhusen erbjuder liknande varor. Spelar det nagon roll for dig i vilket varuhus du
koper dina varor?

Intealls O O O O O O O Jamycket

5. Tycker du att du erbjuds varor till battre priser nir du handlar av ett av varuhusen i detta
omrade?

Intealls O O O O O O O Jamycket

6. Upplever du att det dr langt for dig att ta dig till det hiar omréadet for att handla?

Intealls O O O O O O O Jamycket

7. Paverkar avstandet hemifran och hit ditt beslut att handla 1 dessa tre varuhus?

Intealls O O O O O O O Jamycket

8. Brukar du jamf6ra utbud och priser i de tre affarerna innan du kdper négot?

Aldrig O O O O O O O Vanligtvis

9 Brukar du kopa mer i dessa tre varuhus &n det du har planerat att kdpa?

Aldrig O O O O O O O Vanligtvis
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