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New Penney: Chain
Goes for 'Missing Middle'

By ELLEN BYRON 
Staff Reporter of THE WALL STREET JOURNAL
February 14, 2005; Page B1
It's no secret that as Wal-Mart Stores Inc. thrives on low prices and Neiman Marcus Group Inc. prospers on luxury, stores in the middle are being squeezed. To cope with such a competitive retail environment, many department stores either are cultivating a tonier image to lure the affluent or moving down-market.

But J.C. Penney Co., long synonymous with middle-market tastes, is taking a different approach: to stay that way.

In its latest strategy, which the company plans to announce tomorrow, the 1,020-store chain will set out to better target a part of the closet it calls "the missing middle," or casual clothing that suits the tastes of middle-income women between ages 35 and 54. "The core of America is up for grabs in terms of their heart and soul," says Mike Ullman, Penney's new chairman and chief executive officer, who comes to the job with extensive experience in luxury retailing. "This customer is underserved."

DRESSING DOWN?
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• Isaac Mizrahi's Fashion for the Masses
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To appeal to this demographic, Penney is launching two lines of moderately priced, casual women's clothing, including one from designer Nicole Miller. It will broadcast its new attitude in ads to run during the Academy Awards, a largely female-viewing event that its marketing team calls the "Super Bowl for Women."

Penney's sharpened focus marks the latest phase in an aggressive, four-year-old turnaround strategy mapped out by recently retired chairman and CEO Allen Questrom. He closed underperforming stores and centralized back-office operations. His plan is beginning to pay off: After years of dismal results, Penney recently reported an 86% climb in third-quarter earnings. And its January sales beat even the company's expectations, rising 3.3% for stores open at least a year.

The latest initiative may be the Plano, Texas, company's most important. Penney is attempting to shed a persistently dowdy image that has turned off many shoppers and pushed them away -- to mass merchants such as Target Corp. or to more-upscale stores such as those of Nordstrom Inc. Most old-style department-store chains are grappling with similar competitive pressures, prompting a flurry of merger activity.

In recent years, department-store chains have done plenty of soul-searching in a bid to win over more middle-income women. Last year, companies such as Federated Department Stores Inc. and May Department Stores Co. carved up their apparel floors to display new, gently priced career offerings from name-brand designers including Michael Kors, Ralph Lauren and Tommy Hilfiger.
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As part of its turnaround strategy, Penney, meanwhile, lured away behind-the-scenes designers from competitors to overhaul and upgrade its private-label collections, particularly in its Arizona jeans brand, which targets juniors and young men, and it added exclusive home-furnishing lines by Chris Madden and Colin Cowie. While the company already sells contemporary sportswear labels such as Bisou Bisou and Bongo, which aim to deliver the latest fashion trends, Penney realized it didn't resonate with its missing middle customer.

While its competitors with their new designer lines sought to dress women in more formal clothing for the workplace, Penney found that its target women had a more casual lifestyle, and wanted separates that offered a more laid-back but trendy feel that was missing from the careerwear suits of its Worthington private label. Penney executives felt that female customers faced a big apparel void: in-between, pulled-together styles suitable for relaxed office dress codes, eating out, parties, luncheons and their children's school events. They even gave this category a name, "dressy casual."

From its own research, the company already knew that its typical customer was married with children, and had a median household income of about $69,000. While many shopped the chain for their homes and families, they still tended to go elsewhere for many of their own fashions. Penney's past efforts to court them -- by going more upscale -- failed when high-end brands balked at the retailer's pedestrian image and refused to let Penney carry their clothes.

Beginning in January of last year, Penney conducted an in-depth research blitz to better define its target and understand her needs. The first step was a telephone survey of 900 women that asked them about casual clothes. To drill down further, Penney researchers videotaped interviews, lasting up to six hours, with 30 women, recording everything from their feelings about fashion to what is hanging in their closets as well as a shopping trip at J.C. Penney and a competitor. The women also clipped words and images from magazines and glued them to posters to express their feelings about what casual clothing meant to them.

During the interviews, which took place in the women's homes, the participants delivered on-camera, heartfelt soliloquies about their posters. Pointing to a photo of Sponge Bob SquarePants, with his typically strung-out expression, one woman told the camera, "This is me, my stress with shopping." Explaining a cluster of words glued to her poster, she continued, "These are the things to stop -- short shorts and skirts, exposed midriffs or cleavage, spaghetti straps on tank tops."

But the women said that being alluring is still important -- to a degree. "You could still be a mom, but you still want to be cute and a little bit hip," another subject said. "You're not dead yet, and you're not a grandma -- you still want to be in the game."

Two big no-nos: matronly and sex-kitten looks. Even though they are beginning to feel their age, these women say they want to look stylish and crave options that hint at sensuality, without being too tight. Quality also is crucial, and something for which they are willing to pay a premium. Participants in the Penney survey study told the chain that they study clothing labels and feel garments to assess fabric and construction. They prefer a touch of Lycra, interesting buttons, good stitching and styles that let women make a personal statement.

Armed with this information, Penney approached designer Nicole Miller. While Ms. Miller is best known for her cutting-edge fashions, working with Penney offered a chance to tap a huge market and build her brand into more of a household name. To prepare, Ms. Miller and Bud Konheim, CEO of Nicole Miller Ltd., watched the videotaped interviews.

"We neglect these people because they're not flashy or celebrities," Mr. Konheim says. "This is about the democratization of design."

Ms. Miller, whose new nicole by Nicole Miller styles range from $26 camisoles with "bra-friendly" straps to $100 coats, notes that inexpensive apparel need not be poorly made. "With resources today, you can make good quality clothes at a good price," she says.

Penney also is launching a private-label brand called "W -- Work to Weekend," catering to the same audience. Private-label brands make up 40% of Penney's sales.

In another bid to differentiate its new looks, Penney will market Ms. Miller less as a designer/celebrity and more as a working woman. The Nicole Miller section of the stores features a photo of her face with no-nonsense quotes from her, such as "Great designs shouldn't be limited to those who can afford it." Indeed, one of the reasons why Liz Sweney, Penney's executive vice president and general merchandise manager for women's apparel, chose Ms. Miller for the line revolved around the fact that Ms. Miller would be directly involved in designing it, rather than just lending her name to it. "She's a mom, too, and leads a busy lifestyle," says Ms. Sweney. "It was clear she understood what this woman needed."

Write to Ellen Byron at ellen.byron@wsj.com


