Revitalized J.C. Penney aims for middle class
Smaller stores, private labels help retailer stay competitive
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At JCPenney, women can buy sleek, conservative styles that are suitable for the office. Teens can find colorful lingerie and distressed T-shirts made from recycled materials. 

At some of the company's newest stores, shoppers can pick up Dior lip gloss or a designer fragrance by Marc Jacobs at a Sephora cosmetics ministore near the registers.

It's a far cry from the J.C. Penney of a few decades ago, when even some employees rejected the store's stodgy styles.

"It used to be Penney's was just my mother's brand," said Jo Faust-Jones, store manager of the JCPenney at Tempe Marketplace, who has worked for the company for 30 years. 

"Now we have a whole new direction."

Fashionistas might quibble with any description of JCPenney's brands as cutting-edge.

Nevertheless, the 106-year-old retailer lately has been hitting the bulls-eye with clothing and home furnishings that appeal to its target market: Middle America. 

Faust-Jones says the store's typical customer is a woman aged 35 to 54 with an annual income of $35,000 to $100,000. 

The company also is making efforts to appeal to younger shoppers. This summer, it plans to introduce private label lines of colorful dorm room furnishings called Dorm Life and back-to-school wear by designer Kimora Lee Simmons called Fabulosity. 

Successful turnaround 

Like Sears, Roebuck and Co. and most department stores, J.C. Penney has struggled financially in the past year as consumers have cut spending. 

Still, Steven Hoch, marketing professor at the Wharton School of the University of Pennsylvania , views J.C. Penney's turnaround as one of the most successful in recent memory. 

"J.C. Penney had to retrench and reposition," said Hoch, who directs Wharton's J.H. Baker Retailing Initiative. "It was long and painful. The stores are significantly smaller than they used to be. But it has succeeded in becoming a moderately priced department store that offers good value."

As recently as the 1990s, J.C. Penney's business model was similar to that of Sears. J.C. Penney tried to sell a little of everything, including major appliances. It also owned unrelated businesses, including a bank and several drug stores.

"We tried being all things to everyone, and we lost our identity," said Faust-Jones, who, in addition to being a J.C. Penney manager, wrote about the company for her University of Phoenix master's degree project.

"So we went back to our roots." 

Retailing experts now consider Kohl's and Target to be J.C. Penney's main competitors. 

'Off-mall' stores 

A return to its earlier focus on selling apparel and housewares also has made it easier for J.C. Penney to develop its new "off-mall" stores, such as those at Tempe Marketplace and Promenade at Casa Grande. 

Since 2003, the company has focused on developing hipper, single-story, 100,000-square-foot stores with shopping carts and large parking lots for shoppers who want to run in and out of the stores quickly.

Sharon Cox of Mesa for instance, rushed into the Tempe Marketplace JCPenney before lunch on a weekday for a skirt to wear at the office. She wanted something long enough to cover her calves. 

In less than 30 minutes, Cox left with five new skirts.

"A friend of mine told me I could find what I was looking for here," Cox said. 

"Price is an issue, and so is quality. I knew I could find quality here." 

Six JCPenney stores in Arizona powercenters are in the off-mall format. They are in Ahwatukee, Casa Grande, Goodyear, Lake Havasu City, Tempe and Yuma. A seventh is planned to open in Tucson later this year. J.C. Penney's typical enclosed indoor-mall store is double the size and, in some locations, lacks the quick access of the off-mall stores. "From the whole list of old department stores that have been in enclosed malls, J.C. Penney has done the best of re-merchandising and re-branding itself," said David Malin, senior project manager for Vestar, the Phoenix-based company that built Tempe Marketplace. 

"It's fresh, it's contemporary, and it fits in with the lifestyle we try to create." 

Todd Chester, principal with WDP Partners, gave similar reasons for why his company recruited J.C. Penney when it co-developed the Promenade.

"J.C. Penney already had a loyal following. Then it recreated itself in the last five to six years," he said. "The new format is phenomenal."

Customer-service focus 

J.C. Penney had planned to open 50 new stores nationally this year but has scaled back to 36. 

The company's 2007 annual profit was $1.11 billion, down 3.5 percent from the $1.15 billion the stores earned in 2006. 

Yearly same-store sales were flat when compared with those of 2006. And company officials say they do not expect sales to pick up during the rest of this year.

"I don't think I've seen an environment as unpredictable as the current environment," said company Chief Executive Officer Myron "Mike" Ullman III at a meeting with investment analysts last month. 

Two things J.C. Penney won't cut back on, officials said, are the development of new labels and customer service. 

By year's end, the stores are expected to roll out several new brands. J.C. Penney also has started a new "customer first" service program that, among other things, allows employees to drop whatever they are doing to assist customers who need help in finding what they came to buy.

J.C. Penney scores well in a national survey of customer satisfaction established by the University of Michigan. It tied with Target in the American Customer Satisfaction Index's latest ranking of department and discount stores.

But in a weak economy, Faust-Jones said, J.C. Penney needs to try harder.

"We compete with two other shoe stores here" at Tempe Marketplace, she said. "The only thing we have to offer that is different is customer service. We try to make sure everyone leaves with a purchase."

