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Please RSVP with Keshia in our Geography office 

if you wish to come for the free lunch

(Former) Denton Location

Today’s Retail Business Case 

Study: Brookshires

Aledo Location

What is Brookshire’s location strategy in North Texas?

Denton Location 

Closed Fall 2019

Brookshire’s Locations in North Texas
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Brookshire’s Locations in North Texas

Almost complete 

avoidance of this 

core urban zone

What is Brookshire’s location strategy in North Texas?

Denton Location 

Closed Fall 2019

Compare with Kroger in North Texas

KrogerBrookshire’s

Virtually no stores in 

core urban zone

Virtually all stores in 

core urban zone

Or Walmart

WalmartBrookshire’s

Virtually no stores in 

core urban zone

90% of regional stores 

in core urban zone

Or Walmart

WalmartBrookshire’s

Virtually no stores in 

core urban zone

90% of regional stores 

in core urban zone

Business strategy is often reflected in some 

locational element, such as the distribution of 

stores for a chain retailer

Week 11

Making Marketing

Decisions

Making Marketing Decisions

 This discussion focuses on the decisions that 
management must make in moving their retail 
firm forward

The most basic goal is to survive, but hopefully the 
firm will do much more than that

In some circumstances, survival might be the 
highest or best outcome you can achieve (a store 
already operating in a poor market)

How can management maximize the benefit the 
company provides to its shareholders, employees, 
and customers?
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Making Marketing Decisions

A couple of basic perspectives we’ll cover 

here

1. the general study of decision-making, 

especially under conditions of great complexity

and uncertainty

2. making good management decisions in the 

context of the retail industry in particular

General Decision-Making

 “Decisions imply choices among alternatives”

Sometimes we make decisions, but we don’t need to 

think hard about the alternatives

Perhaps it is a relatively complex situation, but one 

you have dealt with many times: for example, driving 

through a familiar city

Or perhaps it is a simple decision: would you rather 

pay more, or less, for the same item?

General Decision-Making

 True decision-making occurs not when you 

already know what to do, but when you don’t

know what to do

 The classic conditions for a non-obvious 

decision (“what do I do?”) are

Complexity: a big, multi-faceted problem 

Uncertainty: you don’t know all you really need to, 

and maybe you can’t know what you need to know 

because the situation is changing

General Decision-Making

Q: what would be some examples of 

decisions involving complexity, uncertainty, or 

both?

Career decisions (“what do I want to be when I 

grow up?”) are a good example encompassing 

both aspects

Much complexity: so many options for careers

Many uncertainties: lots of things you just can’t know 

when you are making your career decisions

General Decision-Making

 The most important decisions in corporate or 

personal life are often those that put you in 

situations where you least know what to do

“Decision science” evolved to cope with this 

problem

Roots go back to the 1700s, but little application 

until after WW2 (advent of computers)

General Decision-Making

Decision Analysis (DA): the application of 

decision science to real-world problems

A “normative” discipline: meaning that DA 

focuses on how people should logically make 

decisions (not how they actually make decisions)

DA findings correspond very well to how most people 

make decisions in simple situations

DA also shows how this simple decision-making 

behavior should logically be extended to more complex 

situations
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General Decision-Making

The philosophy of decision analysis is 

based on two basic insights

1. uncertainty is a consequence of our incomplete 

knowledge of the world: sometimes we can fix 

this with more effort and resources, but often 

complete information is just not available

2. there is a distinction between good decisions 

and good outcomes: good outcomes are what we 

want, while good decisions are what we can do to 

maximize the likelihood of good outcomes

General Decision-Making

Q: this means that a good decision can 

sometimes have a bad outcome – can you 

think of an example?

Imagine an entrepreneur who identifies an 

opportunity to open a restaurant in a growing 

tourist destination, and their early sales results 

are fantastic

Then, a once-in-500-year storm destroys the 

town and the business opportunity is gone

General Decision-Making

Q: this means that a good decision can 

sometimes have a bad outcome – can you 

think of an example?

Imagine an entrepreneur who identifies an 

opportunity to open a restaurant in a growing 

tourist destination, and their early sales results 

are fantastic

Then, a once-in-500-year storm destroys the 

town and the business opportunity is gone

Is this an example of a bad decision? 

(implying that the businessperson 

made a mistake, and that this mistake 

should somehow be a part of their 

“track record”)

General Decision-Making

Most often we connect bad outcomes with 

bad decisions, and we fire the people

associated with the bad outcomes

This makes sense when the situation is simple 

and certain: good logic will always get you good 

outcomes

This makes less sense when the situation is 

complex and uncertain: even the best decision-

maker will see bad outcomes (this is not 

necessarily a sign of incompetence)

General Decision-Making

Let’s take a quick look at an example

Idea: illustrate the kind of problem where 

uncertainty is involved and the best decision is not 

necessarily obvious

Scenario: two investment alternatives that you 

have taken the time to investigate as much as 

humanly possible

You end up with the following set of information

In both of the two options:

• The investment required would be $10,000

• You will find out what you get back only after investing for one year

• The amount you receive back from your investment is uncertain

Chance $ Returned

25% $0

50% $10,000

25% $100,000

Chance $ Returned

25% $4,000

50% $14,000

25% $24,000

Option 1: Oil Drilling Option 2: Shopping Center

Our usual simple decision-making principle (“more money is 

better than less money”) doesn’t help us. Two people who agree 

on this principle might disagree on which option to choose.

So how do you evaluate which option is best for you?
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General Decision-Making

Decision analysis provides us with the 

tools we need to rationally evaluate such 

decisions and make the best decision

Note: you might make the best choice possible 

(going by the information available) and lose 

money, while your friend might make the worst 

decision possible and make money

General Decision-Making

Actual, in-depth decision evaluation 

methods go beyond what we can examine 

here

The software package “SuperTree” is tool for 

tackling very complex, real-world problems

Can handle thousands of uncertainties and 

multiple levels of decisions

Not just a simple, single-step one like “invest” or “don’t 

invest”

Free student version available at http://www.supertree.net/

General Decision-Making

Here are a couple of ideas to consider for 

solving our simple example

1. when we have multiple options, one thing we 

can do is evaluate the average expected return

for each option

Chance $ Returned

25% $0

50% $10,000

25% $100,000

Chance $ Returned

25% $4,000

50% $14,000

25% $24,000

1. Oil Drilling

2. Shopping Center

$0

$5,000

$25,000

$1,000

$7,000

$6,000

Apply Probabilities

$30,000

$14,000

Q: Which one would you invest in now?

Expected Value #1 

Expected Value #2 

General Decision-Making

2. as well as evaluating expected returns, we also 

need to evaluate our tolerance for risk

Not just what we would expect to happen “on 

average”:

• How bad would it be if the worst case scenario actually 

occurs (because it can)

Chance $ Returned

25% $0

50% $10,000

25% $100,000

Chance $ Returned

25% $4,000

50% $14,000

25% $24,000

1. Oil Drilling

2. Shopping Center

$0

$5,000

$25,000

$1,000

$7,000

$6,000

$30,000

$14,000

Q: What do you think now? (remember: initial investment is $10,000)

Expected Value #1 

Expected Value #2 

http://www.supertree.net/


6

General Decision-Making

Risk tolerance is a personal judgment: 

you can’t say for another person whether 

their risk tolerance is “right” or “wrong”

Risk tolerance is based on your own individual 

preferences and experiences

Some people are by nature more “risk takers” (take part 

in extreme sports, drive their cars fast)

Other people are “risk averse” (do the safe thing)

Some people are risk takers in one area (e.g. with their 

money) and risk averse in others (e.g. with their 

personal health)

General Decision-Making

So, in our example, your level of risk-

aversion would work together with the 

expected values we calculated

If you don’t mind taking risk (i.e. losing your 

investment completely isn’t a big issue), then the oil 

drilling option fits you (higher expected value)

If you are wary of taking risk (you prefer having some 

part of your investment guaranteed even if your return 

is lower), then the shopping center option is for you

There is no universal right or wrong choice here

General Decision-Making

Actually using decision analysis in 

support of real-world corporate decision-

making involves
 1. Collecting as much data as possible to define the situation in 

question

 2. Taking the time to properly interpret and assess the meaning 

of the information you have collected

 3. Completing a quantitative analysis using a professional 

software package like SuperTree

 4. Taking the time to assess your decision analysis results

relative to the needs and limitations of your firm and its 

customers, investors, and competitors

General Decision-Making

A “Decision Tree”:

General Decision-Making

A “Decision Tree”:

Initial Decision 

Point

Uncertainty

General Decision-Making

A Slightly More Complex “Decision Tree”:

From the Supertree website www.supertree.net

Your initial 

decision
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General Decision-Making

A Slightly More Complex “Decision Tree”:

From the Supertree website www.supertree.net

An uncertainty you don’t 

control that follows from 

the initial decision

Decisions in the Retail Sector

Using the concept of decision analysis as 

background, we can appreciate the kinds 

of decisions that retail firms must make

Need to weigh competing options and decide which 

one is best for the firm

Q:

What makes the retail competitive environment 

complex?

What about the retail environment is uncertain?

Decisions in the Retail Sector

Uncertainties can arise from multiple 

sources in the retail sector

Market variations, such as

change in fashions and trends (very unpredictable 

– what is popular this year might be totally out the 

following year)

change in the economy (booms and busts, 

nationwide and regionally)

Decisions in the Retail Sector

Uncertainties can arise from multiple 

sources in the retail sector

Competitor actions

Two competitors go “upscale” at the same time

(independently), ending up with the two going head-to-head 

over the same market niche (a winner and a loser, or maybe 

even two losers)

One competitor goes “upscale” while another goes 

“downscale” (again independently), resulting in both making 

gains (penetrating different market niches)

Decisions in the Retail Sector

Q: when have you seen the results of a 

retail business making a decision?

Something obvious inside a store, or in a 

store’s advertising, or perhaps in actual store 

openings or closures?

Decisions in the Retail Sector

Many retail decisions, even if they aren’t 

explicitly spatial at the beginning, have a 

spatial component at some level

Focusing on a given market segment, like “tech-savvy 

twentysomethings” or “fifty-something empty-nesters”, 

means focusing on certain geographic markets

Closing unprofitable stores means abandoning 

specific geographic communities completely 

(Mervyn’s, Kmart)
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Decisions in the Retail Sector

Making decisions like these often means 

taking one option over another

By focusing on tech-savvy twenty-somethings, you 

probably have to abandon reaching the fiftysomething 

emptynesters

By saturating one metro area with superstores, 

perhaps you will not have the resources to do the 

same in another metro (so which metro do you 

choose?)

Decisions in the Retail Sector

Some potential market strategies with 

location implications

Price-cutting: discount retailers might locate on cheap 

land, sometimes in fringe locations

Saturation: large numbers of sites, emphasizing 

convenience and availability (high levels of impulse 

buying linked to convenience helps drive up market 

share)

Decisions in the Retail Sector

Some potential market strategies with 

location implications

Segmentation: focus on a particular market segment 

(the opposite strategy to saturation)

Different market segments link to different locations

Cross-merchandising: links one retail service to other 

complementary services

Development of larger retail facilities that provide many 

services

Decisions in the Retail Sector

Good example of some of these 

strategies: gasoline retailing

Segmentation: development of different formats of 

gas stations for different route types (interstates 

versus other highways, versus local streets) and 

markets (wealthy versus poor neighborhoods)

Different facility sizes and signage, and varying levels and 

types of service offered
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Decisions in the Retail Sector

Good example of some of these 

strategies: gasoline retailing

Cross-merchandising: convenience stores 

and restaurants combined with gasoline 

sales – the “gas station” is just a drawing 

card to get people to come in and purchase 

the other, more profitable products
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Decisions in the Retail Sector

As we’ve mentioned briefly already, 

location strategies can also be thought of 

in terms of a firm’s relationship with its 

competition

How a firm locates is in part determined by 

how much and what kind of competition it 

faces

Gas Stations… Relatively Widespread Department Stores… Relatively Concentrated

Decisions in the Retail Sector

Dominant firm (single major player):

Can translate a dominance in store numbers into 

an even greater dominance in sales if it locates 

shrewdly (60% of local stores, 80% of sales)

How they do it: truncate a competitor’s trade area 

(dominant firm locates a store near any new 

competitor that opens, even losing money if 

necessary)

Use dominant position to get into any major new 

retail development, keep competitors out (pre-

emption)

Decisions in the Retail Sector

Oligopoly (two or three major players):

All stand to lose if a new player enters the market

All stand to gain if one of the existing players 

goes out of business

A strategy of co-existence and protecting the 

“status quo”, waiting for one of the other firms to 

go under

You want to be where the other firms are (expand 

when they do), but you don’t want to be too 

aggressive either (probably a “mature” market): 

just wait for a mistake
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Decisions in the Retail Sector

Underdog firm (new entrant):

Have to recognize the strengths of the major 

players already operating

Can’t go head-to-head, unless you have some 

major financial backing (or a death wish!)

Better strategy: identify a niche (a location, 

product, or market segment that is not well 

served by existing competitors)

Geography often plays a role in identifying 

markets and locations that are under-served


