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ABSTRACT

The presence of bigger retail outlets have bronght business opportunities and moved the retailing
industry and Malaysian economy to greater heidgbitsce these bigger outlets affects the existingjlezs, a study
was undertaken to assess the potential impacegiriposed development of departmental stores istirexsmall
business retailers in Bandar Bukit Tinggi, Selandte assessment was based primarily on the péospnd
expressed opinions of the sampled retailers ic#tehments area of the proposed development afgpartmental
stores. The objectives of the study were to: Dadate on the characteristics of the retaileriéndatchments area
and 2) assess the perceptions of the small retaidgiarding their performance, future outlook, aations needed
amid the development of the departmental storenRhe analysis, there would be short-term advengact on
most retail outlets and the degree of the impadetsermined by the type of retail business. Thdysalso raised
several recommendations for the existing smalileztato employ in order to stay competitive.

INTRODUCTION

The Malaysian economy is projected to grow by rage of 6% annually. This growth will be suppdrte
by domestic demand with strong private investmewt @nsumption with the services sector is expeiteslistain
its growth momentum at 6.5% per year on averagsguhe Ninth Malaysia Plan (9MP) period. The griowill
come from the finance, insurance, real estate aisthéss services as well as the wholesale and tretae, hotels
and restaurants sub-sectors. (The Star, March (Bl§)2Bigger retailers are still popular among Malap though
the government tried to slow down the growth byddticing new policies, (The Star, May 9, 2002)2004, the
performance of the retail industries is expectethtoease by 10%, which is an increase of 2.6% ftioenprevious
year (New Straits Time, March 8, 2004). Currertthg retail sector alone is worth some RM57bil, #risl does not
cover distributive trade or direct selling. Retagjiis now directly employing 700,000 people who stitnte about
7% of the total labour force. There are about 0R50 shopping centres taking up about 123 milliqrft. There
are about 1,000 outlets of retail trade with foreartners, based on 20% of total space in alshwoping malls
(The Star, August 28, 2006). Shopping complexesombt provide better shopping experience, but aismvide
entertaining outing with family and friends. Inéirwith the growing popularity of bigger retail ctt, this study
attempts to analyse the perceptions of the existimgll retailers on the proposed development ofademntal
stores on the existing small business retaileBaindar Bukit Tinggi .



Retailing and the Ninth M alaysia Plan

Retail outlets serve as the contact point betwaginkss channel members to the consumers. Retailing
refers to the activities involved in selling goaatsd services directly to final consumers for thpgrsonal and non
business use (Armstrong & Kotler, 2003). Retaifestsocome in all shapes and sizes. Boone and K204 define
retailers into several categories: form of owngrsbhopping effort, services provided and prodinetsl.

The Ninth Malaysian Plan (9MP) is the blueprint foe direction of Malaysia's economic and social
development for the period 2006-2010, while therdhindustrial Master Plan (IMP3) maps out Malaysia’
industrialization plan for the period 2006 to 2020 the nation’s quest to achieve global competitizss. Three
main sectors - manufacturing, services and agticaik- will receive special attention to further promdte
transition to high value-added activities in theseas. During the 9MP, the manufacturing sectqrigected to
grow at 6.7% per annum. The impetus for growth anegstment is expected to come from technology and
innovation driven industries. The services sectoexpected to grow at 6.5% per annum with growtimfithe
finance, real estate, wholesale & retail tradeglsoand restaurants (Bernama, March 13, 2006). ¢jenetailing
sector plays a major role in the achieving the cbjes of 9MP.

Background Details

Bandar Bukit Tinggi which is situated in Blok Pecangan 6 (Pendamaran) under the administration of
Majlis Perbandaran Kelang, Selangor One of the m@ajojects is a well known departmental store.. darBukit
Tinggi has many educational facilities ranging frgre-school, primary and secondary schools. In&iital
facilities include library, health clinics, polictation and other public amenities such as sponptex, hall and post
office. The area also comprises several shop Idts warious types of retail businesses such asuesits, sundry
shops, office supplies, car accessories, and wogsstAs indicated in Draf Laporan Rancangan M&jisbandaran
Kelang, there is a proposed LRT station near thaity. This modern public transport facility whiét scheduled
to be constructed soon will make Bandar Bukit Tireggimportant business area in Kelang.

Presence of Supporting Trade Businesses

In Bandar Bukit Tinggi, the proposed departmestaire would be in direct competition with several
foreign hypermarket and departmental stores alreguiyrating in the catchments area. Tesco is locatesd
kilometer from the proposed site and Giant is catidg its business in Persiaran Bukit Tinggi, whiskabout 1.5
kilometer within the catchments area of the prodasite. Meanwhile, Econsave supermarket is locatkibometer
away in Bandar Botanic. Additional retailing conmpet will come from the existing small retailers.

Population Size

Bandar Bukit Tinggi is part of Blok Perancangaim ®endamaran in the state of Selangor. As of 20@2
population of BP6 stood at 60,191 and by 2010,pihyulation is forecasted to increase to 87,277s Thows an
increase of 4.5% each year. In terms of the etbréakdown of Pendamaran, 49% of the populationataly) 34%
is Chinese, and the other 11% is Indian. The od&ris made up of people from other races. Figushdws the
ethnic breakdown of the population in 2002.



Figure 1. Population of Pendamaran
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METHODOLOGY

Several methods were utilized to achieve the objes of the study. First, a descriptive study gssarvey
method was done on the small retailers within theluments area of Bandar Bukit Tinggi. The retaileere
identified through purposive sampling and they udeld retailers from electrical stores, furniturerss, medicine
hall/pharmacy, sundry and convenience stores. & tdt121 retailers from Bandar Bukit Tinggi paipiated in the
study. Structured questionnaire was specificallgigieed for the study. The questionnaire was divithed four
parts. Part A consists of statements related tachiagacteristics of the retail outlets such as sypieoutlet, floor
space area, and operational period. Part B anallyedsusiness trend of the retailers while, Pase€ks the profiles
of the retailers. Finally, Part D contains statetaam the perceptions of the retailers on the psedalevelopment
of the departmental store in the area. The secattad used to elicit the information is througtemiew. A brief
discussion was done with the officers from locahatities, from Majlis Perbandaran Kelang (MPKheTmeeting
was done to get inputs related to the developnritee cities and to collect maps of the catchnaeeas.

ANALYSIS
Types of business
From the analysis, more responses were gatheredtfie retailers of sundry and grocery stores indBarBukit

Tinggi. Meanwhile, pharmaceutical/Chinese medidgtege was found to be the least with only 4.7% (RarBukit
Tinggi) of these retailers participated in the syrvTable 1 lists the types of sampled retail dsiie the study.

Table 1: Types of Retail Outlets

Retail Outlet Bandar Bukit Tinggi (n =121)
Frequency %
Grocery/Sundry shop 21 17.4
Food / Restaurant 21 17.4
Electrical/appliance 12 9.9
Clothes 12 9.9
Furniture 9 7.4
Medicine/Pharmaceutical 6 5.0
Others 40 32.0




Owner ship of the outlets

From the study, most of the retailers sampled v&haese. This is typical of the retailing industry
Malaysia where the majority of retail outlets atm by the Chinese. The figures 2 show the breakdof
ownership of the outlets according to race.

Figure 2: Owner ship of Outlets According to Race
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Shops Establishment

The information regarding the years of establishin@f the existing retail outlets is important snit
influences the acceptance of the new customersritswhe proposed departmental store. Establishaderns have
their own regular customers that patronize theetgitiThe majority of the retailers (80.9%) in BanBakit Tinggi
started their business at least 5 years agojnee 2001.

Figure 3: Year of Establishment
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Service Provided

Services is generally related to the type of tetailet. For example, delivery service is normalhpvided
by furniture and household shops while returneddgdacility is offered by electrical stores. Frongute 4, more
retailers from Bandar Bukit Tinggi (24%) offeredeafsales service to their customers comparedatftar services.

Figure 4: Typesof ServicesProvided
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Business Trend

The analysis is based on the daily sales perfocmain the outlets for the last 3 years, i.e. frod®2 to
2005 and their expected daily sales in 2006. In&tiom regarding the business trend and daily salasportant in
analyzing the performance of the existing retaikargd the competition especially with the futurezelepment of
the departmental store in the immediate vicinityiAdicated in Figure 6, the general business traming the
existing small retailers in Bandar Bukit Tinggisigble

Figure5: Daily Salesin 2003, 2004 and 2005 (Bandar Bukit Tinggi)
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The business performances of the existing resaidere the same in the last three years. The dalbs
among the five categories (ranging from < RM500-t&M5000) are quite similar from 2003 to 2005. Eocted
daily sales of 2006 by the small retailers provédeetter picture of their future performance. Feg8rexplains the
expected daily sales of the sampled outlets. THd4B01-RM5000” and “> RM5000” daily sales categorgtow
higher expectation by the sampled retailers in 200@s shows a positive outlook and hence encosrdge
existing small retailers to continue doing busiries8andar Bukit Tinggi.

Figure 7: Expected Daily Salesin 2006
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Main Customers

Figure 9 shows the main customers of the retdletaufor both cities. For Bandar Bukit Tinggi, theain
customers naturally came from the people livingthe nearby residential areas (66.9%). About 24.8%he
customers came from the offices and factories &mtéat the area and another 8.3% of the customene deom
other area.



Figure 8: Main Customers of Retail Outlets
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8.3% O Nearby

Residents
24.8% H Office Workers

OOthers

66.9%

Perceptions of Small Retailers on the Departmental Store Development

Retailers were interviewed to get their opiniorgarding the proposed development of a departmental
store in their area. The perceptions of the respotsdwere analysed based on a 5-point Likert scategng from 1
(strongly disagree) to 5 (strongly agree).

i Problems of operating outlets

The sampled retailers were initially asked theidlitties that they encountered when setting upstbees. Table 2
shows the ranking of the main problems faced byrd¢iteilers when operating their retail outlet. Reta from both
cities claimed that competition would be their ldggthreat in operating their business.

Table 2: Problems of Operating Outlet

Problems

BB Tinggi
Competition 1
Changes in customers’ needs 2
Capital 3
Not strategic location 4
Workers 5
Supplies 6
Space 7

ii. Impact of departmental store

The perceptions of the sampled retailers on thegeed development of a departmental store wergetkefrom a
survey conducted in the catchments area. Seversted¢ements were used to measure the retailerseptoos
ranging from the impact of the departmental stamettee existing retailers and future efforts undestaby the
retailers to sustain and improve their business. dVerall responses from the retailers are showrabie 3

Opinions on departmental store

The majority of retailers supported the idea thatpresence of departmental store is good fordbtomers and the
local business. This is shown when 84.3% (92.6%bhefretailers were either strongly agree or agvite the
statement “Departmental store offers more variétissaddition, 58.6% (61.1%) of the retailers eeg that the
goods sold in a departmental store are much che@perpresence of departmental store would alsacatmore
customers to come to Bandar Bukit Tinggi. In additithe majority of the sampled retailers agreed stnongly
agreed that “Departmental store would bring morstamers in the area”. Only 17.4% (20.2%) of thewwutht
otherwise.The retailers from both cities also idfett certain characteristics of a departmentatestén terms of
customers, about 68.4% (75.8%) retailers agreedsamuahgly agreed that “Departmental store’s custsnae



different than other outlets”. Regarding competitithe majority of the sampled retailers thougfatt ththe main
competitor of a departmental store is the hyperatark

Table 3: Perceptions of Retailers on Departmental Store

Statement Strongly | Disagree Neutral Agree Strongly
disagree agree
% % % % %

Departmental store offers mored 9.9 5.8 66.9 17.4

varieties

Departmental store has cheaper pricéd8 26.4 14.0 51.2 7.4

products

Departmental store’s customers ar@ 18.2 12.4 63.6 5.8

different than other outlets

Departmental store would be my mai.8 8.3 15.7 66.9 8.3

competitor

Departmental store would bring moreé 17.4 12.4 58.7 11.6

customers in the area

Departmental store’s main competitoR.5 4.1 14.0 68.6 10.7

is hypermarket

Smaller outlets have problems becauge 7.4 8.3 71.9 12.4

of too many big retailers

Departmental store would cause traffid.7 14.9 19.8 49.8 14.9

problems in the area

Average expenditure of my customeR.5 27.0 24.0 40.8 5.8

would decrease

My customers would increase with thé 35.5 24.0 31.4 9.1

presence of departmental store

My outlet has different attraction thar0 4.1 14.9 67.8 13.2

departmental store

My regular customers would still beO 14.9 18.2 55.4 11.6

here

Departmental store does not affect mg.7 25.6 15.7 49.6 7.4

sales

Presence of departmental store makés 15.7 14.9 50.4 19.0

me work harder

Smaller retailers have own strategy |t0 1.7 9.1 64.5 24.8

attract customers

Oppose the development o] 4] 26.7 20.4 41.3 11.6

departmental store in the area

Location of departmental store shoul@® 23.1 31.4 36.4 9.1

be far away from residential areas

iv. Problems created by departmental store
Obviously, the presence of the departmental stareld affect the business performance of the smalle

retail outlets. The study also finds out the paténproblems that the retailers would encounter nitbe
departmental store is operating in their area.t,Fine majority of the retailers thought that comitgmn would be
much stiffer with the presence of a departmentalestAbout 84.3% of the retailers were eitheorsgty agree or
agree with the statement “Smaller outlets have Iprob because of too many big retailers”. Only 7 @Pthem
thought that they could cope with the new compmiitiSecond, they realized that their customers dveerd to
spend less at smaller retail outlets. As shownadhl@ 3, 46.6% of the retailers were either strp@gree or agree
with the statement “Average expenditure of my cotowould decrease”. Third, the presence of thedegental



store would also create traffic woes in Bandar Bdlknggi. This is evidence when 64.7% of the detai were
strongly agree or agree with the statement “Depamtad store would cause traffic problems in theare

V. Suggestions on futur e development of departmental store

The retailers were asked on issues related tedttmg up of a departmental store. Basically, sostailers
reported that they were against the proposed dewedat of the departmental store since the presehdbe
departmental store would affect their businesss Thshown when 52.9% of the retailers were eh@ngly agree
or agree with the statement “Oppose developmemtepfirtmental store in their area”. Another 26.7%them
would just ignore the situation and try their bestompete.

In terms of location, more retailers suggestedl ttiadepartment store should not be close todbielential
areas. As indicated from the study, 45.5% of #tailers were either strongly agree or agree with statement
“Location of the departmental store should be faayfrom residential areas”. Meanwhile, 23.1% hafrh had no
problem of building a departmental store near #sédential areas.

vi. Effortstaken amid competition from departmental store

The retailers were asked the actions that theyldvake in anticipating the development of a departtal
store in their area. The retailers realized thatamers would be more tempted to visit the departatestore than
smaller outlets. Hence, the study showed mixedtgsie. 40.5% of the sampled retailers eitheead or strongly
agreed with the statement “My customers would iaseewith the presence of departmental store” wdnrilether
35.5% of them disagreed

However, the small retailers believed that theyldtill compete because small retail outlets“different
attraction than departmental store” have “their awgular customers”. Therefore, smaller outlets capable of
doing business amid the competition from the bighdayers. This is shown when 57.0% of the retaileere either
strongly agree or agree with the statement “Depamtal store does not affect my sales”.

Hence, the sampled retailers need to work extrd. s indicated in the findings, most of the rketes
were either strongly agree or agree with the statérfPresence of departmental store makes me wamdeli’. In
addition, they need to take proper actions in otdettract the customers to their outlets. Thishiswn when 89.3%
of the retailers were either strongly agreed oreadrwith the statement “Smaller retailers have stvategy to
attract customers”. Among the efforts suggestedheyexisting retailers to improve their businessfqgrenance
include:

» Promote store aggressively

e Conduct frequent sales promotion
* Provide after sales service

» Accept payment via credit cards

CONCLUSIONS

Impact on Retail Trade

The findings from the study indicate that the 8mg retail outlets in Bandar Bukit Tinggi woulceb
affected by the development of departmental stdle responses from the sampled retailers indictiat the
impact would be felt at least in the short termeegglly the beginning six months of the openinghaf departmental
store.

The seriousness of the impact on the existingl istdependent on the types of retail establishie®ome
retailers selling kitchen items and house hold gomight face a longer term impact from the develeptof the
departmental store due to the similar nature oflpcooffering with departmental store and consumsting habits
and preference pertaining to the products. Clotlsingp would also be affected due to the fact their toroduct



offerings overlap with those of the departmentalestand the possibility of the departmental stdferimg lower
price for these products. Electrical and convergestores appear to be the least affected by thpopea
departmental store. This is because their speqgmtigucts are quite different from those typicaered by the
departmental store. Moreover, these types of cuttee important to consumers in terms of convensrd
emergency purchases (New Strait Times, Sept 2,)2003

Interestingly, the existing retailers in generalidéve that the proposed departmental store woaig fa
positive impact on the local economy and businesthé area. Consequently, this situation would owprthe
business activities of the sampled retail outl@tse retailers would work harder to take advantafj¢ghe extra
customers brought by the departmental store tartb&. As such, the existing retail outlets arérgtiévant today. In
fact, the former Minister of Domestic Trade and Qamers Affair, Tan Sri Muhyidin Mohd Yassin, hadled
upon the small retailers to participate in the sop@gket and hypermarket activities. (Harian Mefrb,July, 2003)

The increased competition would call for more effee and efficient management of these retaileaistl
The inefficient ones might have to cease operatmnsmerge into bigger entities. The trend is hapugemn other
parts of the country and it is going to happen amd@ar Bukit Tinggi as well.

Impact on Bumiputera Retailers

Bumiputera participation in the retailing industhas been acknowledged to be low. Based on the
information from the survey, Bumiputera retailers gery much under-represented in the retail tsatdor in both
cities. Since their number is small, the impactpofposed departmental store on Bumiputera retailensid be
minimal.

However, the proposed departmental store can ibatgr positively toward the Bumiputera’'s
representation in the retail sector in Bandar Bdkitggi area. As required by the government, dgualent of
bigger retail unit needs to provide business opmities for the Bumiputera. According to the Diactof
Development in the Prime Minister Department, th@vegnment policy is to increase the involvement of
Bumiputera in distributive trading (Convention ofiBiputera in Distributive Trading Sector at PWTQ-20
September, 2000). Therefore, the contribution comasnumber of ways such as:

1. encouraging to actively seek qualified and pidéBumiputera retailers to act as suppliers ® th
departmental store, getting small-scale Bumipugsriaepreneurs to supply speciality items such
as kueh, kerepek, and traditional medicine to #madmental store,

2. inviting Bumiputera entrepreneurs to sell th@inducts at sales areas and kiosks provided by the
departmental store.

The government also plans to increase the paatioip of Bumiputera in the retailing industry un@aipP.
As mentioned by Datuk Mohamad Khalid Nordin , thaigter of Entrepreneur and Cooperative Developiritet
“One District One Industry” program is designedeiocourage the participation of Bumiputera productshe
market (Bernama, 23 March, 2006).
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