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Introduction to Japanese Translation of Grocery Revolution

Since the publication of the English language version of Grocery Revolution: The

New Focus on the Consumer in 1997, the global grocery market has continued its rapid

change. As predicted, weaker grocery players are being rapidly absorbed by stronger
players.

In the US market in 1999, Kroger bought Fred Meyer (combined sales $43 billion),
Albertson’s bought American Stores (combined sales of $33 billion), Safeway bought
Randall's (combined sales of $27 billion), and Ahold, a Dutch grocer, is trying to buy
Pathmark to make it the fourth largest US grocer (combined sales of $20 billion).t Four
years ago, the top five food retailers in the US represented only one-fifth of sales. As we
move into the year 2000, the top four food retailers represent one-third of all US
supermarket sales.2

This consolidation is not limited to the US market. In 1999 Carrefour bought
Promodes (combined sales $65 billion) in what is seen as an attempt to protect the French
market from Wal-Mart. And Wal-Mart (global sales of $160 billion) moves relentlessly
into the rest of the world with an offer to buy ASDA group. When we look at the world’s
ten largest food retailers, we see Wal-Mart leading the pack, Carrefour/Promodes a distant
second, and Japan’s Ito Yokado ($40 billion in annual sales) eighth on the list that contains
four US based chains, two German chains, two French chains, one Dutch chain and one
Japanese chain.3

On the manufacturer side, we see a reversal in the ECR-inspired trend toward

reduced promotion spending in the US. According to A. C. Nielsen’s Ninth Annual Survey

of Trade Promotion Practices, US manufacturers spent 15% of sales ($75 billion) on

promotion in 1998 after spending only 12% of sales on promotion in 1997. (This increase
in promotion spending may be a result of the retailer consolidation.)

Consolidation in the grocery industry provides the opportunity for massive scale
economies if retailers and manufacturers can effectively globalize their operations. One
element critical for the globalization efforts to succeed will be the standardization of data

and communications. What will replace and extend the role of the UPC code?

1 Supermarket News, “What's Next”, September 20, 1999, p. 16.

2 The Third Annual A. C. Nielsen Consumer and Market Trends Report, p. 6.

3 Supermarket News, “Carrefour, Promodes Deal Called Rebuff to Wal-Mart,” September
6, 1999, p. 57.
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As we look into the future, we see the Internet posing a threat to
bricks-and-mortar stores. Priceline’s Webhouse Club, “Peapod, NetGrocer, Homegrocer
and Streamline stand out among the more than three dozen Internet grocery delivery
services now resident on the Web. The Streamline configuration most closely
approximates the highly-touted automatic replenishment potential of the Internet via its
“Don’t Run Out” [DRO] program.”4

“DRO automatically generates a shopping list based on member consumption
patterns, then prompts consumers via e-mail to alter the standing list when the system
detects variances in usage. Retailers enjoy the early warning system and can more
closely calibrate inventories. Manufacturers point to the inherent advantages of a system
that virtually locks consumers into a brand preference and eliminates comparison
shopping.”s

B2B (i.e., business-to-business transactions over the internet) promises to have an
even bigger impact on the supply chain structure and costs than did ECR. The
communication and cost savings will spread beyond the manufacturer and retailer to
include those firms that supply raw materials to grocery manufacturers.

Research developments since 1997 have focused on ways to increase value to the
consumer. One stream of research has looked at how to increase the useable variety in an
assortment without exorbitantly increasing costs. Some of the more interesting research
has found that it might be in retailers’ best interest to strategically reduce the number of
SKUs in an assortment in order to increase the perceptions of desirable variety. Other
research has focused on understanding how consumers are likely to use the Internet to
shop for their goods. For example, researchers have been studying how consumers search
for information and browse on the Internet. Models have been developed to try and
capture new insights into consumer behavior through the capture of the “click-stream”
data that internet browsing generates. Another topic of concern is how price sensitivities
and reactions to price promotions may change when information and comparison shopping
can be done easily through the use of specially designed search engines. Finally, there
has been a great deal of research examining the role of brand name, both of retailers and
manufacturers, as these industry changes (e.g., the rampant consolidation of grocers and
increase use of the Internet) take place.

In closing this introduction, we want to repeat the call to action laid out in the

4 The Third Annual A. C. Nielsen Consumer and Market Trends Report, p. 8.

5 The Third Annual A. C. Nielsen Consumer and Market Trends Report, p. 8
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English language version of this book. Change is coming to all industries in all parts of
the globe. “Over the next 30 years, geographic and regulatory barriers will fall, electronic
distribution will start to parallel and even to bypass physical distribution, ...and focused

competitors will attack like piranhas. Companies will have to restructure or die.”s

6 McKinsey Quarterly, “ Getting to Global,” Lowell L. Bryan and Jane N. Fraser, 1999,
Number 4, p. 68.
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