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HEARD AROUND

The two big supermarket success stories of recent times are the  •
turnarounds of Winn-Dixie and Food Lion.

In the aftermath of CEO Tim Hammond’s retirement the Food  •
Marketing Institute is in a state of flux and drift as the association 
searches for a new chief and a new direction.

JUNE 2008

23-25 — ECRM: Institutional, 
Mail Order, Government, Man-
aged Care and In-Store Clinic, 
Wyndham Miami Airport Hotel 
& Executive Meeting Center, 
Miami.

23-25 — NATIONAL RE-
TAIL FEDERATION: Loss 
Prevention Conference & Expo, 
Orange County Convention 
Center, Orlando, Fla.

28 - July 1 — NACDS: Mar-
ketplace Conference, San 
Diego.

JULY 2008

13-16 — ECRM: Beer/Wine/
Spirits, Chateau Elan Winery & 
Resort, Braselton, Ga.

13-16 — ECRM: Sun Care, 
Marriott Tampa Waterside Hotel 
& Marina, Tampa, Fla.

19-23 — AMERICAN AS-
SOCIATION OF COLLEG-
ES OF PHARMACY: Annual 
Meeting, Chicago.

20-23 — ECRM: Diet, Nutri-
tion and Vitamins, Hyatt Regen-
cy Minneapolis, Minneapolis.

20-23 — ECRM: Household 
Chemicals, Cleaning Supplies 
and Paper, Hyatt Regency 
Tampa, Tampa, Fla.

20-23 — URBAN EXPO-
SITIONS: Philadelphia Gift 
Show, Greater Reading Expo 
Center, Reading, Pa.

21-24 — ECRM: General 
Merchandise, Hyatt Regency 
Tampa, Tampa, Fla.

27-30 — ECRM: Snack, Bev-
erage and Grocery, Sheraton 
Wild Horse Pass Resort & Spa, 
Chandler, Ariz.

AUGUST 2008

1-15 — CDMA: Virtual Trade 
Show, Equipment, Services & 
Supplies, www.chaindrug.com.

3-6 — ECRM: Cosmetics 
and Fragrance, Hilton America 
Houston, Houston.

5-8 — ECRM: Skin Care, 
Hilton America Houston,  
Houston.

10-13 — ECRM: Health Care, 
Sheraton Wild Horse Pass Re-
sort & Spa, Chandler, Ariz.

17-19 — ECRM: Packaging 
PharmaRX/OTC/Vitamin, Diet 
and Nutrition, Marco Island 
Marriott Resort, Golf Course & 
Spa, Marco Island, Fla.

MEETINGS
SHOWS

It’s All About Customer Service
LOS ANGELES — Bob Livings-

ton, a self-described “customer 
service zealot,” sees many compa-
nies missing the mark. Many tech-
nology firms keep their customers 
waiting for hours on help lines just 
to get the products the customers 

have bought to 
work. To make 
things worse, 
the customers 

often have to pay for that help. 
Meanwhile, too many retailers 
staff their stores with employees 
who range from indifferent to 
rude. Cashiers scan and bag prod-
ucts without interacting with the 
shoppers they serve.

“Seventy-eight percent of the 
gross national product of the 
United States is tied into service,” 
Livingston says. “There are about 
115 million people employed in 
the service industry, but it turns 
out we’re horrible at it.”

To help companies raise the bar 
on customer service, Livingston 
has written a book called How 
You Do What You Do: Create Ser-
vice Excellence That Wins Clients 
for Life. As the title suggests, the 
key to superior customer service 
is often not what a company does, 
but how it does it.

Livingston, the former head of 

sales at Unilever’s Lipton Co., is 
the founder and chief executive 
officer of REL Communications, 
a consulting firm that moderates 
client service advisory boards. He 
also leads service-based cultural 
transformations within the com-
panies with which he consults. 
His message: Excellent customer 
service is the best way for compa-
nies to differentiate themselves 
from their competition.

In his book Livingston outlines 
a five-step program that individ-
uals, teams or organizations can 
follow in order to deliver service 
excellence. Those steps are:
• Develop your purpose.
• Establish your values.
• Understand client needs.
• Satisfy those needs. 
• Create service action plans.

When it comes to identifying cli-
ent needs, Livingston points out 
that there are two kinds — hard 
needs and soft needs. 

For consumers visiting a phar-
macy, for example, their hard 
needs are simply the pills they 
have been prescribed. But they 
also have soft needs: They want 
to feel comfortable, assured and 
paid attention to. When they 
have questions or concerns, they 

want them answered.
Meeting those soft needs is of-

ten the key to generating real cus-
tomer loyalty, Livingston says. A 
retailer can also differentiate its 
outlets with low prices or unique 
products, but those advantages 
are often easy for competitors to 
match. Superior service is harder 
to duplicate, he points out. And 
companies that win customers’ 
loyalty through customer service 
will typically have some leeway 
when mistakes are made, which 
inevitably happens.

So why are so many companies 
weak on customer service? Liv-
ingston suggests that the problem 
may stem in part from the recent 
fashion for total quality manage-
ment (TQM). 

The TQM movement was based 
on making products and services 
that were faster, better and cheap-
er, but Livingston says most com-
panies delivered only two out of 
three. Products and services were 
faster and cheaper, but not better.

Some retailers do it right. Liv-
ingston mentions Sam Walton’s 
10-foot rule, which encouraged 
employees to interact with cus-
tomers. Livingston’s book also 

Walgreens does a good job at customer service, Livingston says

SpOTlIGHT

Price Hikes 
Drive Sales 
Gains in PL

PHOENIX — Despite the cur-
rent growth of private label sales, 
consumers are not abandoning 
national brands, according to a 
new report from the Nielsen Co.

Although sales of store brand 
consumer packaged goods (CPG) 
rose 9.1% to $77 billion in super-
markets, discount and drug stores 
(excluding Wal-Mart Stores Inc.) 
during the 52 weeks ended April 
19, unit volume in that period 
actually dipped 0.6% year over 
year. The dollar sales increase 
reflects rising commodity and 
food prices.

“When private label dollar 
share started to spike, it ap-
peared that shoppers were shift-
ing to store brands in order to 
save money,” said Tom Pirovano, 
director of industry insights for 
Nielsen. “However, it’s clear that 
private label unit share is essen-
tially flat. Higher prices in com-
modity categories like eggs, milk 
and cheese are driving private 
label dollars, not consumers de-
serting traditional brands.”

GMDC Offers 
Training Tools

COLORADO SPRINGS, 
Colo. — The Global Market 
Development Center (GMDC) 
has created a new line of e-
learning programs designed to 
improve the service skills and 
product and category knowl-
edge of retail employees.

The Prepare To Sell (PTS) 
modules were developed by 
GMDC and LearnSomething 
Inc., with the support of Ener-
gizer Holdings Inc.
“At Energizer Holdings we 

see the great need of improv-
ing category education at all 
levels: store associates, catego-
ry managers and senior trade 
executives,” says Energizer 
vice president of trade devel-
opment Lou Martire. “Learn-
Something’s PTS e-learning 
modules will provide expertise 
in the selling and managing of 
Energizer batteries and Ener-
gizer personal care products. 
This is the next step in shop-
per-based solutions. 
“Most important, our shop-

pers will be better served due 
to LearnSomething.”

PTS store-level programs 
address customer interaction 
skills and product category 
knowledge, and provide a 
product information database, 
complete with product images.

Shopping 
Behavior 
Changing

CHICAGO — A new report from 
Information Resources Inc. (IRI) 
reveals fundamental changes in 
consumer behavior emerging un-
der the pressure of the current 
economic malaise.

Key findings of “IRI Times & 
Trends Special Report: Compet-
ing in a Transforming Economy” 
include:
• Rising prices have created 
extremely high price sensitiv-
ity, lowering demand and fueling 
growth in private label and trial 
of lower-priced brands.
• Such drivers as convenience 
and health and wellness are los-
ing momentum.
• Shoppers are purchasing more 
basic food ingredients for from-
scratch cooking.
• Changes in shopping behav-
ior vary widely by income, life 
stage and other demographic  
variables.

Hardware Show Attendance Surges
LAS VEGAS — Defying the current housing downturn, the 63rd 

annual National Hardware Show held here May 6 through May 8 at-
tracted 14% more attendees than the 2007 event.

This year’s show, which filled all three halls of the Las Vegas Conven-
tion Center, drew over 3,500 exhibitors in 150 product categories.
“With the real estate market remaining in flux, we were pleased with 

the increase in overall attendance,” said Dennis MacDonald, senior 
vice president of the National Hardware Show. “Over 70% of the at-
tending companies’ personnel hold executive positions, enabling them 
to make direct purchasing decisions.”
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NEW YORK — With unemployment on the rise and housing prices 
continuing to tumble, consumer spending is plummeting, according to 
Deloitte Research. In March the Deloitte Research Leading Index of 
Consumer Spending reached its lowest level since 2001 as home prices 
fell nearly 12% while unemployment claims rose 9.8%.

“This significant drop in the index gives us empirical data of what 
many have long suspected,” says Carl Steidtmann, chief economist for 
Deloitte Research and author of the monthly index. “The current eco-
nomic downturn is as significant as anything we have seen since the 
last recession.”

The index, which consists of four components — tax burden, initial 
unemployment claims, real wages and real home prices — slid to 1.3% 
in March from a revised gain of 1.5% in February.

The only positive sign for consumer spending in the index is the 
declining tax burden as income growth slows. Initial unemployment 
claims surged 16.1% year over year in March, while real wage growth 
was slightly negative. The home market, moreover, shows no sign of 
bottoming out yet.

“With federal income tax rebate checks now hitting consumers’ 
pocketbooks, retailers are aggressively courting consumers to get 
their share of those dollars,” says Stacy Janiak, United States retail 
sector leader at Deloitte. “Retailers are expected to offer substantive 
incentives for rebate check usage and find creative ways to merchan-
dise and attract the consumer, who is increasingly focused on buying 
just the basics.”

Downturn in Spending Pronounced

Consumer-Centric Merchandising
CHICAGO — A new report from 

AMR Research finds that com-
bining product assortment and 
space-planning processes will be 
a top priority for food retailers in 
the United States this year. The 
study, titled “Five Food-Retail-
ing Technologies That Will Drive 
Value in 2008,” contends that 
benefits to be gained include im-
proved in-stock positions, lower 
shrink and optimized labor and 
inventory levels.

The report says retailers need 
to merge assortment and space-
planning processes to balance the 
growing assortment alternatives 
available with the fierce competi-
tion for shelf space at the store lev-
el. Retailers that have combined 
the two disciplines reported a 
number of benefits, including:
• Revenue increases ranging 
from 10% to 20% as a result of 
reallocation of space to quicker-
selling items, assortments tai-
lored to local demographics and 
refined assortments that stream-
line store-stocking practices and 
improve on-shelf availability.
• Gross margin increases of 5% 
to 15% when retailers identify 
higher-margin items, ensure 
their inclusion in the assortment 
and allocate the proper amount 
of space to them.
• Inventory reductions of 5% to 
10% through the elimination of 
inefficient inventory.

The latest report is a follow-up 
to a two-part series issued by AMR 
Research last year. That study, 
titled “Space Management in a 
Customer-Centric World: How to 
Increase Revenue and Strength-
en Customer Loyalty,” argued that 
retailers have to move away from 
chain-level assortments and tai-
lor their offerings to specific loca-
tions and store demographics. 

“Consumer-centric merchan-
dising is one of five demand-
driven strategies retailers use to 
create a differentiated shopping 
experience,” the report stated. 
“Space management initiatives 
provide retailers the ability to 
effectively manage the delicate 
balance between store-shelf 
space and assortment alterna-
tives. To drive customer value, 
retailers must have systems and 
business processes that translate 
consumer insights, use localized 
data and create store-specific 
merchandising plans.”

Currently, the report continued, 
most product assortment and 
space allocation decisions are 
made with limited awareness of 

the overall merchandising strate-
gy, resulting in less-than-optimal 
assortments and profit targets; 
with a product-centric rather 
than a customer-centric decision 
cycle; and using analytics that fo-
cus on subprocesses rather than 
on a holistic review of merchan-
dising strategy and execution.

The 2007 report went on to de-
fine a space management model 
composed of seven elements, in-
cluding planning, analytical and 
execution activities. The heart of 
the process consists of space plan-
ning at the macro (or department) 
level, the category level and the 
micro (or store-specific) level.

In an optimized, demand-
driven decision environment, 
for example, micro-level space 
management would be fully inte-
grated across both the marketing 
and merchandising functions, us-
ing suppliers’ category captains 
for insights. Such key functions 
as price optimization, in-store la-
bor scheduling and supply chain 
management would be fully in-
tegrated to enable monitoring of 
store-level compliance.

The most recent report from 
AMR Research singles out Galle-
ria Retail Technology Solutions, 
which claims to be the only com-
pany offering an automated, syn-
chronized assortment and space-
planning solution.

In interviews with MMR ear-
lier this year, executives of Food 
Lion LLC pointed out that Gal-
leria software was an important 

enabler of the company’s cus-
tomer-segmentation and store 
clustering strategies. “A couple 
of technology solutions that are 
integral to our clustering and seg-
mentation work are DemandTec 
and Galleria,” said chief operat-
ing officer Cathy Green. “They 
are critical links to bringing seg-
mentation and clustering alive. 

“We’re in the process of imple-
menting both of them from a 
planogram and pricing perspec-
tive to automate some manual 
processes.” 

It’s All About Service
cites such retailers as Target 
Corp., Walgreen Co., Wegmans 
Food Markets Inc., Nordstrom 
Inc. and The Container Store Inc. 
as customer service stars.

In Livingston’s opinion, compa-
nies need to determine how they 
want to be remembered.

“They need to decide whether 

they want to be remembered for 
what they do,” he says. “If that is 
the case the path is clear. Howev-
er, if they want to be remembered 
for how they do what they do, the 
path is different. 

“My opinion? How you do what 
you do will determine who you 
become and how you will be 
remembered.”
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In-Store Clinics Get Warm Welcome
ROCHESTER, N.Y. — In-store 

health clinics are finding ready 
acceptance with American con-
sumers, according to the latest 
survey of the clinics by Harris 
Interactive for The Wall Street 
Journal.

The most recent online poll of 
4,937 adults in the United States, 
conducted between May 2 and 
May 6, reveals that 90% of those 
who have used health clinics in 
a pharmacy or a retail chain are 
very or somewhat satisfied with 
the quality of the care, while 86% 
express satisfaction with the cost 

and 88% with the qualifications of 
the staff. Convenience continues 
to be a major factor in the high 
satisfaction levels, with 73% de-
claring themselves very satisfied 
while another 20% are somewhat 
satisfied with the convenience of 
the service.

The latest results indicate that 
the clinics continue to be desti-
nations for routine health care 
services and such procedures 
as vaccinations (40%) or care for 
simple respiratory infections 
(39%). Use of the clinics for pre-
ventive screening tests and phys-
ical exams for sports and school 
increased slightly this year. 

Use of the clinics, though, has 
remained consistent, with 7% of 
respondents indicating they had 
used a clinic in 2005, dipping to 
5% in 2007 and climbing back to 
7% in 2008. 

The biggest change in the most 
recent poll is that the percentage 
of adults with health insurance 
covering some or all of the costs at a 
clinic rose from 42% in 2007 to 62% 
this year. This reflects the increas-
ing number of plans that cover the 

services of in-store clinics.
The clinics have proved to be an 

important health care resource 
for the uninsured, as 30% of their 
patients do not have a primary 
care provider. Among survey re-
spondents, 78% said they believe 
the clinics can provide low-cost 
basic services to people who can-
not afford care.

Despite the high degree of sat-
isfaction with the qualifications 
of clinic staffers, 65% of respon-
dents expressed worry about 
those qualifications and the pos-
sibility that a serious medical 
problem might not be accurately 
diagnosed.

“Advocates believe retail-
based clinics fill a gap in health 
care access for our nation of more 
than 40 million uninsured,” says 
Richard Millard, group presi-
dent at Harris Interactive. “On 
the other hand, organizations 
such as the American Medical 
Association are concerned that 
the quality of care could suffer 
and that these clinics would not 
be held to the same standards as 
medical offices.”

Tough Times Call for Innovation
NEW YORK — While the cur-

rent economic downturn has cre-
ated a challenging environment 
for most sectors of the retail in-
dustry, a new study from Aldata 
Solutions finds that a number 
of more innovative retailers are 
using the situation to aggres-
sively pursue improvements in 
their operations that will serve 
them well when recovery eventu-
ally arrives, rather than adopting 
purely defensive strategies.

The white paper, “Survival 
of the Fittest: How Leading 
U.S. Retailers Are Positioning 
Themselves for Profitability and 
Strength in a Tough Economy,” 
contends that top chains are dis-
pensing with legacy systems and 
creating integrated supply chain 
management systems that will 

enable them to rebound sooner 
and provide them with improved 
competitive positions. In addi-
tion, these leaders are develop-
ing new distribution channels, 
creating new formats and open-
ing stores more rapidly and more 
cost-effectively than their com-
petitors. Management at these 
companies, the report concludes, 
is upgrading their infrastructures 
to focus on three strategic im-
peratives: buying better, stocking 
better and selling better.

On the procurement side, it 

continues, some retailers are 
implementing technologies that 
allow them to understand their 
customers at a deeper level and 
better manage fluctuations in 
demand. Here integrated sup-
ply chain management systems 
and store execution systems are 
replacing spreadsheet-based 
systems for planning and replen-
ishment. The benefit will be seen 
in better inventory management 
with fewer markdowns and less 
shrinkage.

When it comes to stocking, the 
Aldata report cites a finding by 
AMR Research that retailers that 
have implemented advanced re-
plenishment technology have 
seen out-of-stocks reduced by 
half and aggregate inventory lev-
els lowered by 20%. Among inter-
national operators the French 
retailer Groupe Casino is singled 
out, while in the United States 
Smart & Final Inc. has used au-
tomatic replenishment and com-
puter-assisted ordering on stable 
items to reduce warehouse inven-
tory by 18%.

While lowering prices is one 
obvious strategy to adopt in the 
face of lower consumer spend-
ing, the white paper contends 
that forward-thinking retailers 
are relying instead on better 
customer service to differenti-
ate themselves from competitors 
that target the same customers 
and sell the same products. 

One approach, it continues, is to 
equip sales associates with mo-
bile, handheld devices that en-
able them to access better prod-
uct information while interacting 
with customers. The result, it ar-
gues, is not only better service 
but increased productivity and 
more cross-selling and up-selling 
opportunities.

For example, Elephant Pharm, 
a local drug chain based in Cali-
fornia, has recently employed 
technology that allows its associ-
ates to perform such backroom 
tasks as stock reticking and pro-
motional pricing while moving 
around the sales floor.

Buying, selling, 
stocking better

A new report asserts retailers need to 
merge assortment and space planning


