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How to Use the RetailWire Digest

PASS IT AROUND!

We've designed the Digest to be highly portable. It's a great 'FYI' to send along to your customers, friends and
associates. As long as you are redistributing this document in its entirety, without any modification...permission is
granted. If you need help sending it to a large list of folks, drop us a line at: info@retailwire.com. We'll be happy
to customize an e-mailing for you.

1 Download
When you click the link to download the Digest, you'll either be presented with a choice to download it to
your local hard drive, or it will open for you immediately (in your web browser or in Adobe Acrobat). If
the latter, you may use the FILE: SAVE AS... function to download the Digest to your local drive.

2 Open

You'll need the Adobe Acrobat Reader application in order to open the Digest. If you don't have a copy,
g0 to this address for a free download: http://www.adobe.com/products/acrobat/readstep.html

w

Read

You may browse the document on-screen or...

Print
Use the standard "File/Print..." function in Acrobat.

=

Pass-Along
QOur suggestion...simply attach the document to your email message...saves postage and
gives the recipient all the benefits of the electronic version.

Log On

Visit RetailWire EVERY BUSINESS DAY. (OK, that doesn’t have direct relevance but we figured we could
sneak it in.) If you're not already a member...what are you waiting for? Registration is FREE. Go to our
home page and join us: www.retailwire.com

(o))

RetailWire Power User TIPS

1. Read More... The Digest, of course, contains only portions of the full discussions available 24/7/365 on
RetailWire. To view the complete discussions, simply type in any string of words from the article title into the
Search field at the top of any RetailWire.com page.

2. Other Hot Issues... For your research purposes on RetailWire, we've organized our discussion topics into
topical themes, such as “Employee Motivation” and “Niche Marketing”. To explore them, click the "Advanced
Search" link adjacent to the Search field at the top of any page. Then use the "Choose a Hot Issue" pull-down
selector at the bottom of the page.
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Foreword

Innovate or Stagnate
By Rick Moss, President - RetailWire

It could be said that there’s a consistent background hum that resonates throughout every online discussion on
RetailWire. It's best described as an undertone of thinking about innovation. Whether our BrainTrust panel and
other members are debating the need for new retail operational efficiencies; better means of satisfying cus-
tomers; or the discovery of fresh retail formats, it's intuitively understood that, in the absence of innovation, you
get stagnation. And as with perpetually moving sharks, in retailing, you keep progressing, or expire.

So given it's essential place in the world of retailing, it wasn't difficult to fill this edition of RetailWire Digest with
stimulating, innovation-related topics and commentary, drawn from our archives of over 1,800 online discussions.
We felt it was important to not only cover successful initiatives, but also to have a look at areas in which innovation
is sorely needed. Hence, you'll see discourse on the validity of that practice of CRM (customer managed rela-
tionships) programs, as well as a critique of the current state of the department store channel and what it will
take to rejuvenate businesses within that sphere. And we ask...flat out..."what does it take to create the innova-
tive business?" ...and "who's going to start the revolution?"

We're confident you'll gain a great deal from what you read here, but we believe you'll get much more out of
RetailWire by joining us online. The quintessential RetailWire experience is one of participation. RetailWire is
about breaking news, multi-point analysis and opinion...but mostly, its about involvement.

"Plug in" to RetailWire, and become energized about retailing like never before!

We thank you for your ongoing support, and ask you to utilize the Business Tips and In-Sites provided by our
sponsors, who make RetailWire possible every day.

Campbell Soup Interactive Edge
www.retailwire.com/Campbells_GDA www.retailwire.com/interactive_edge
ACNielsen

Georgia-Pacific
www.retailwire.com/gp

www.retailwire.com/acn

Sara Lee Lunch
www.retailwire.com/lunch

SPAR Group
Procter & Gamble www.retailwire.com/spar
www.retailwire.com/pg
National Grocers Association Concept Shopping
www.retailwire.com/nga www.retailwire.com/concept_shopping.com
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Innovation Discussions
Who's Going to Start the Revolution?

By George Anderson

Ryan Mathews laments in an editorial on the Grocery Headquarters Web site, "It seems all but unthinkable that as we
enter the 21st century, we can't come up with a better retail concept than more one-stop shopping.”

"There have been several revolutions during the past century of American food retailing " he adds. "The most profound
was the advent of self-service retailing. Equally important was the move toward mall-based, suburban retail centers.
Finally, Wal-Mart launched its own revolution by enfranchising lower-income shoppers. Each of these retail revolutions
rode the crest of social change rather than lead it."

Another social revolution, this one shaped by uncertain economic conditions, aging baby boomers, growing ethnic pop-
ulations, increased security concerns and other factors will demand a retail response other than building more super-
centers, argues Mr. Mathews.

"We're ready for another revolution," he writes, "but we're short of revolutionaries."

Moderator’s Comment:
Do you agree with Ryan Mathews' contention that another grocery format is needed to meet the needs of the new
America? Do you have a vision for such a format?

The answer probably isn't in a single-format. With a population as fragmented as ours, smaller stores focused on the
needs of specific groups will become a necessity. Personally, we'd like a store that combines the technology of Metro's
Extra Future Store with a Trader Joe's-like limited assortment and Wegman's prepared foods.

- George Anderson - Moderator

Comments:

| agree with Ryan; it's time for new thinking. | have always had a problem with one-stop-shopping,
because consumers have never said they wanted it, nor have they supported it.

One-stop-shopping was invented by retailers to justify or rationalize building bigger and bigger stores.
Even the busiest consumers now shop different formats, so where is the advantage? Further, larger
stores are fine now, but what about when the Baby-Boomers retire? People of advanced age will not
shop large stores frequently. It will be too much of a physical strain. In 10 to 15 years, these stores
will be white elephants. Note: Supercenter's 2.3 shopping trip per week customers live the same 5
to 7 miles from the store as for any supermarket. Could it be time to ask the customer what they
want? - Frank Dell, BrainTrust

| agree with Ryan that the future vibrancy of grocery retailing is dependent on change. My vision for
a new format is based on the fact that the center store is, and has been for some time, a boring place
to shop. Sure, sampling and demonstrations help, but it is difficult to get customers consistently
excited about shopping for canned goods and soap. Even the best merchandisers in the world, and
we all know who they are, don't do this particularly well. So, remove the center store categories from
the store. Keep the promoted items, and maybe some safety stock, but remove everything else in the
center of the store and fill the space with expanded service departments and kiosks on which shop-
pers can order those center store items for either in-store pick-up or home delivery. New stores could
be smaller as a result, and, in cases where a retailer has a lot of money tied up with real estate, use
every fourth or fifth store as a replenishment/selection facility for the remaining locations.

- Ron Margulis, RW Commentator
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Of course, Ryan is on to a key point that our industry needs to understand for future growth. Sad to
say, the foodservice, non traditional- outlets, and specialty shops will continue to chip away at sales
from grocers if the retail grocery industry doesn't begin think outside of its four walls. Each major
change in the grocery industry helps the operations side of the business, but forgets the consumer
side... which today, is very different than the consumers' parents and grandparents.

- Stephan G. Kouzomis, BrainTrust

People admire revolutionaries -- but they don't really want to be one if it can cost them their job.

Revolutionary thinking in the industry requires the support of the people at the top. Is it going to be
there if a revolutionary -- or even evolutionary -- concept falls on its face? There are relatively few peo-
ple out there -- retail or manufacturing -- who are willing to put their butts and career on the line for
an idea that may be a real crap shoot -- and an expensive one at that.

To me, this means that any revolution in retailing will not take place among the major chains, but
among entrepreneurs and smaller operators who have the [guts] to go against conventional thinking.

Certainly, advances in technology and applications will continue to be exploited by major chains, like
Metro, in conjunction with suppliers who are willing to kick in for experiments, like the Extra Future
store. But there's a lot of room for smaller operators to come up with new, interesting strategies, store
brands and new store designs that can blow one-stop shopping behemoths out of the water.

- Len Lewis, BrainTrust

My thoughts, as usual, go with choice and passion, excitement and innovation, none of which have
| seen very often in a supermarket. Where they occasionally follow what consumers indicate they
want, they tend to neutralise it to the extent that the original concept is transformed into a deadly dull
shadow of its original configuration. SIZE MATTERS. We have talked about Mom and Pop shops and
their changing stock and interesting/unusual products. We have talked about people liking but not
knowing how to use fresh foods. Just three years ago, when | visited Santa Barbara, | went to a live-
ly and well patronised, weekly, farmers' market. When | go again next month, | am told that there will
be an excellent farmers' market every day. Doesn't this say something for the number of available
suppliers and the customers who encourage them? We have said, over and over again on this site,
that employees need to feel motivated and that their contributions to the business are recognised
and appreciated. The New Model - which | agree should include several alternatives, including an e-
commerce option - should make sure that both the people providing the service and the people who
are buying it are thoroughly involved in the transaction. - Bernice Hurst, RW Commentator

| think we may be in the midst of a revolution and thus, being there, we really don't realize where we
are. Based on that, it's hard to see at this point what the end of the revolution will be like.

If we look at the world of retailing today, there is an emergence of activity in almost every sector.
Nothing looks quite the same as it did even as short as 5 years ago. If you don't think so, ask your-
self how familiar of a name was Costco or would you have thought then of Costco as one of the
nations top 5 food retailers? One thing is for sure, change in retail is evolving at a faster rate than ever
before.

The revolution, or 'age of technology' that we are in today, has only just begun. It's hard to envision
the results of the real revolution, but it is easy to see the things happening around us that are con-
tributing to the results.

If we stop and take a look, we'll find we're not really short of revolutionaries. If we really take a look,
we'll understand that we're moving at far too fast of a pace to understand them until their impact has
already begun. - Scanner
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Let's face it, the supermarket industry is and always has been risk averse. Revolution has risk; incrementalism
reduces risk; thus we see incremental change rather than revolutionary change.

A second point, we have revolutionary operators in Trader Joe's, Central Market, et al. They may not be every-
where but if they were would they really be revolutionary? - Ken Wagar, Partner, PMG, LLC

Ryan's new retail format may be as close as the computer he used to write his article. To the extent that | agree
with him, I'd suggest that e-commerce is well on its way to meeting the needs he described.

But I've got to identify a contradiction in which we sometimes indulge. On one hand, we frequently suggest that
grocery shoppers regret every minute they spend in a store and regard food shopping as a chore to be complet-
ed as quickly as possible. On the other hand, we rhapsodize about “revolutionary shopping experiences” and “in-
store theater.” If shoppers really feel that negatively about grocery shopping, how can they be entertained into
enjoying their twice-weekly (on average) trips to the store? - Michael Banks, Ph.D., BrainTrust

Ryan's right. It seems to me that the relatively few smart thinkers are finding a niche and sticking by it relentlessly;
serving it. The majority are homogenizing themselves, adding in whatever tactic du jour seems to be bringing in
a couple percent extra points for other channels. It's getting boring. Allow me to quote my favorite marketing plan
yet again, which comes from Don Tyson of Tyson Foods: "Segment. Concentrate. Dominate." That's how all today's
800-pound gorillas started, if you think about it. And those following that strategy will succeed.

- Warren Thayer, RW Commentators

| think the food retailing business could use some merchandising, in the oldest sense of the word. Most stores
continue to be designed around the way manufacturing (and therefore buying) are organized. Bakery and meats
are whole different worlds, whereas customers usually eat buns with their hot dogs. | do not see stores organized
around meals or other dynamics that really reflect what goes on in the American household.

Cooking and dining are critical parts of our life -- not just for fuel, but for social and status issues, even for fun!
Yet few or no stores take cookware seriously. Nutrition and cooking classes are still missing, years after | first saw
them at Byerly's in Minneapolis. Almost no grocers serve meals -- which will be an increasing mistake as the wall
between "food at home and food away from home" disappears. Customers should be able to enjoy a fresh salad
with new ingredients, then be able to buy all the same ingredients, ready to take home and repeat the experience.

I am not, however, pessimistic about the future. As always, most innovation will come from outside and startup
firms. Remember that King Cullen tried to convince Kroger management of his crazy "supermarket idea" and left
to found the first supermarket only when a VP blocked him. | see exciting things going on at Central Market, Whole
Foods, Wegman's, and Wawa. Eatzi's may not have taken off, but they were onto something.

For inspiration, | think the grocers need to look at the restaurant business, where price is not always critical, where
innovation is a part of life, and where competitors big and small shine. - Gary Hoover, Retail Entrepreneur
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