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Richard N. Picard

The purpose of this study was to review the historiecal
trends in the size of food stores since 1920, to investigate
the need for a lower volume food store, and to present the
potentialities of a suitably designed superette which might
be profitably operated by a food chain,

The material for this study was gathered from a
number of sources, Personal interviews with men prominent
in the food industry provided the investigator with a general
knowledge of the many problems involved in the chaineoperated
superette concept of food distribution,

A number of food organizations were surveyed by
written correspondence, Opinions and views of both large
regional chains and affiliated independent groups were obtained
from this correspondence, Added insight was gained through
correspondence with a mamufacturer of food store equipment,
and a manufacturer of prefabricated low-cost buildings,

Secondary data including books, periodicals, theses,
convention proceedings, government bulletins, and textbooks
proved to be a source for general applied information., Where
ever possible, the most recent pertinent information was used,

The investigation revealed that due to the inorease
in competition between supermarkets, and the inability of
certain areas to support supermarkets, the time is ripe for
the food chains to scrutinize the potentiality of the superette,

The superette could operate in areas which could not
support & supermarket. The superette does not require as
many family units, or as much building space, as does a super-

market.
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Richard N.,Picard

In the past years superettes, as a class, have not
been as profitable as supermarkets, This is one of the primary
reasons why food chains have shown little interest in this
type of food store., Recent studies in store design, cone
struction, and space allocation, however, might improve the
profit structure of théee smaller stores,

Inventory control, and space allocation studies conducted
by the Kroger Company indicated that stores could be reduced
in size without & reduction in sales, These same studies
revealed that efficiency and gross profit could also be improved.
Thesg prinociples could be applied to modern superettes to
improve their operating efficiency and profit.

Innovatious in building design and construction could
be utilized in future superettes, Conclusive results have
been obtained by some major food chaius which indicate thet
building costs can be substantially reduced. The application
of prefabricated buildings could also be used when designing
future superettes.

Superettes might aid a chain organization to reap a
richer harvest from its operating area, These stores could
profitably exist in locations which will not support supere
markets,

Many current food stores are obsolete, or uneconomical
to operate dispite good locations and relatively low rentals.
~ Some of these stores might be converted into efficient and
profitable superettes by incorporating modern space-saving
techniques and merchandising methods., In the long Tun, 2 chain
may find it cheaper to modernize an established store than

to completely withdraw from an area,



] . C e <. wes o .- .. . s . . .

4 . - - N
L . v < B 4 . ) ! LT . : - i
- N : ' ' "3 N .
. ) .. . » . : “e N . N N . . .o
.- - . ' . . - - s
. L < . K - . . . . L . N '
- : . <. - N 4 . - . ‘l .
’ . . ' f . . . . - ‘. )
’ K - ! L ‘ o - . . o . .
A : . - . . i e i . . s . R .,
R} 4 . N . . . R : . . . B - ’
4 ¢ . > o - L . . - L. 5 . o .
- . . d - ~ - s . . 1y .
- o . . . . . . , . s . .- .
= * . s - .
. ¢ : ~ P .
. [ . . \ s T . - B . B " .2 e . L
. B - . : BX ] Ve .. . . . -

. B ¥ ‘ . - LIRN ' » ..
- . - . .
. -3 i . . - . . . - N -
B . N B . - Y - N °
. ~ ek , .- . A . .
) . - . - . > . ) . - -
N . . : o . .
. . . co B - - .
: . ~ I3 . - . . . R . d . N
. B /
. . » . : PN ' ) . ~
. . N . N L . E . . <. ’ ‘.
. ¢ ' . . - - .\ .
. . . PR R R
- . o K . - . . - 4
N . » . ) - . °
., . N .- . . o N
.. - - = - . .- .
X
. N . - ‘ v e - - . .
. . . . s, - . . . PN .
v : . - . ‘ . . -
. . « : . n ) .. .
’ - 3 . .. - o .
~ R : . . . : :
. . - .
R . . . . . . ..
. . ~ - -~ . . )
' : oy - . . '
: : . . . . .
. N . . N -
- .o - .
- M “ . .
. c . - : 13 R 3 .
R ; . « . : . . .
- = - v . . . :
- ‘ .
- . : .
. . R
. -



Richard N. Picard

The investigation concludes that while not every
area could possibly support a supermarket, many areas could
possibly support a profitable superette., As competition
between supermarkets becomes ﬁore severe, the superette may

serve as a future avermue for chain expansion and growth,
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CHAPTER 1
THr. PROELEM AND DEFINITIONS OF TERMS USED

Since the end of World War II the average size of new
food stores, both chain and independent, has been steadily
increasing. The size of these stores hzs necessitoted in-
creasingly larger trading areas to support them, The trend
has been to construct these food stores in the larger cities,
and to disregard t@e less populated towns. This movement
toward the larger cities his left 2 void of modern food

stores in meny of the nation's lese populczted towns,
I. THE PROZLEM

Statement of the problem. The purpose of this study

is (1) to review the historiczl trends in the size of food
stores since 19203 (2) to investicate the need for a lower
volume high-turnover food store; and (3) to present the po-
tenti-lities of a cuitebly designed sunerette, which mzy be

profitzbly operated by a food choin,

~ Importance cf the study. Approximately 50 per cent
of the nation's population lives and trades in towns of
under 10,000 population. These mimerous towns are the sreas

where the leading fo25¢ choins enjoyed their grezatest growth



in terms »f totzl stores and represéntatinn. Currently the
food cheins eare least‘represented in these areas, The rezsson
for this lack of interest lies in the inability of these
areas to support the larger supermzrkets currently being
built, v
The food chains h ve been interested in the larger
supermarkets for sever:zl, very good, rezsons, Sites for .
these supermarkets have been avajlatle at rezsonsble costs,
Larger stores hive been more efficient than sm2ller stores,
and therefore likely to be more profitzble, The administfative
overhead is less for fewer larce stor?s, thaﬁ-for meny small
stores, '
A substential nﬁiber of‘fﬂmily unitsfire necessary

to support & larse supermarket, -Understandably, the growth
of large stores is in, or near, sreas which can profide the
necessary femily units, These well poﬁﬁlated arezs, however,
ere rapidly becoming saturated with supermcrkets,

Because of the rcpid growth in the number of

supermerkets, there are fewer femilies zvaile

able per super today thin evir before . « o

For exsmple, in 1939 there were 5,485 families

for each supermzrket. In 1948 there were 5,?00,
but by 1956 the number had dropped to 1,760,

lesupermarketing USA 1957, 7th Biennial Grocery Study®,
preggred by the editors of This Week Mcpazine, not dated,
p. [ )
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These new supermarkets are in direct competition with
esteblished large stores of similar type and size.

Faced with other supermarkets across the

street, around the corner, on the edge of
town and in new shopping centers, he mast
compete much harder than ever beforeé for
the public's favor and food dollars,

In conjunction with building large stores in well
populated aress, the food chains'have been closing the small
obsolete stores. This situation tends to increase the number
of femilies available per remaining food store,

Towns and cities of 10,000 and less still contain
adequate support for several superettes, For example, 2
town of 8,000 population will contazin a2pproximately 2,200
femily units. Assuming each family spends only $20 per week
for food, the total weekly volume is $44,000. This volume
of business, while inadequate for several supermarkets, could
easily support three or four efficient superettes.

Currently, the independents are showing their greatest
growth in these low population areas.

Because. of the groéing numbers of supermerkets
in the highly populated centers meny operators,
particularly independents, are beginning to build

smaller, but none the less complete, supermarkets
in small towns and finding substantial profite.3

2Robert T. Mueller, "Highlights of U.S. Food Retailing
in 1956*, Progressive Groger, Vol. 36, No. 4, (April, 1957),

*0Oe

3Robert T. Maller, "1957 Grocery Store Sales", Pro-
gressive Grocer, Vol. 37, No. 4, (April, 1958), P-4,
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Consumers are patronizing small modern food storeg in
incregsiné mimbers. Food store customers respond readily to
confenience ehopping. Neighborhood "midget supermarkets® in
urban, suburban, and rurel areas are meeting with notable
succesas, These small stores limit tne number of verieties
aveilable, but cen still provide & complete order of cuality
§ters at low prices., These small stcres haveilonger hours,
and fest friendly service. As a result, many consumers thet
are reluctant to spend tne 30 minutes to an hour required to
drive, park, shop, cneck-out, and drive home from a2 big super-
market are shopping at these midget supermarkets with in-
creasing regularitye.

All of these reasons point out that conditions mey
again be ripe for the food chains to explore the possibility
of developing smaller completely modern food stores,

There sre two general areas, in perticular, which might
serve as profitable locations for a correctly designed, modern
superette, The first general area is the less populated rural
towns and cities, under 10,000 population. The second srea

is the rongested, densely jopulated -itiec in our naticn.

IT. DIEFINITIONS
Supermarket. "A highly departmentalized retail estabe
lishmnent, dealing in foods and other merchandise, either

"wholly owned, or concescion operated, with adequeate parking
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space, doing a minimum volume of one million dollars anmaally.
The grocery department, however, mist be on a self-service

besis. "4

Superétte. A retzil food store with 2z ninimum volume
of $506.000 annually, and designed purposely to operate proe-
fitably at 8 volume pelow one million dollars annually, This

departmentalized food store may, or mey not, provide parking

facilitieax.

Bantan §ggg£; A devartmentalized food store desigmed
primarily to supply convenience foods and snacks at off-hours.
These stores usually do not attempt to eompete price-wise
with conventional supermarkets end superettes. Hours of
oberation are longer tnan most modern food stores, usually
from seven in the morning to eleven at night, although some
units remain open until one in the m-rning, Sizes of these
stores range from 1,6C0 to 5,000 square feet, Weekly sales
volume ranges from §1, 600 to $4,000, but in some exceptional
instances may resch $10,000, Bantam Supers rely upon high
traffic flow, This traffic may ve elther drive-in or walk-in,

hence parking space may or may not be essentieal.

4"F’acts About New Supers Opened in 1955%, A study
conducted by the Research Department of Super Market Institute,
(Chicago, Illinois: Super Market Institute, Inc., 1955), Pe 2.



Food Chain. An organizatinn, corporation, or indie

vidual operating eleven, or more, food stores.
Independent. An owner of ten, or less, food stores,
- III. LIMITATIONS AYD SCOPE

-Since the chaine-operated superettes fail into two
classes, the investigator was handicapped in mrking valid
comgarieons: The riret class of superettes consists of food
stores wiich are 10 to 15 years old. Their interior layout,
lichting, and displey equipment are zpproacning obsolescence,
The operating results obtzined oy these older stores are less
than for modern food stores. The second class consists of
experimental, or "pilot® stor:s, Tnese stores are currently
peing tested and observed. Some of the resulis that are
obtained are considered inconclusive and premature, The
investigator has enceavored to mcke only tnose comparisons
which are valid and significant, .

It is beyond the scope of this investigation to cover
all of the many factors inherent in choosing 2 Bite, erecting
a building, and stocking a superette, Site selection,
building costs, brend policies, =nd spece allocation zare Just
a few of the many problems which affect each store differently.,
Tne. investigator has att;m)ted to eonfine the discussion to

the broad aspects of the probnlems which are similar in most

food chains,



IV. METHODOLOGY

The material for this study wss gothered from.a
numoer ot sources. FPersonal interviewe with ~en prominenf
in tne food industry provided the investig~tcr with a generesl
xnowledge of tne many proolems inVOLVed in tue cnain-operated
superette conce:t of food distribution.

A numoer of food orcanizations wer: surveyed by
written correspondence. Added insizht w2: g=ined throu:h
corresp~ndence with manmufacturers of food stHre equizment,
end mamufacturers of prefabricated low-cost btuildings.

3econdary data including books, periodicals, the-es,
conventisn proceedinzs, government bill=tins, and teitbooks

proved to be source for zeneral apolied information.



CEAPTER II.
HISTORICAL TKERD IN THE SIZE °F FOOD STORES

The food industry is ratner parodoxicel. It is both -
a v;fy nld, 2nd 2 very young industry. Th= task of growiné.
processinz, and selling food products i{s as ¢ld 2s man, The
industry is very youn~ when considered within the frame work
of modern food merchandising,.

As is true with nost older industries, the early
period was characterized by a lack of 2ccurate or detalled
records. The food industry is no.exception, Thefe were few,
if eny, trade zssoeiations gzthering end disseminating infore
matisn before 1900, The first Census Of Distributioﬂ was not
uniertsaken until 1930, The ferms "superﬁarket'. "chain", and
"independent” are even y2t not conclusively defined,

In this investigition iniq the need for 2 low volume
high-turnover euberette, it is pertinent tofrgview the trend
in the size of fiod storee, Food stores do not just grow
like ¢~rn in Iowa, tores ere desiéned to suit particulsr
néeds, et particular times, and in particular ploeces,

For the ﬁurpoae of this stgdy the food history was
djivided into three brozd eras, These eras, or periods, are:
(1) Service-type storée, until 1920, (2) Self-service combie
nation stores, 1920~-1935, and (3) Supermcrkets, 1935--}958.



Within each »f these periods the store aize,land
merchandising methods, were similar f>r botn the’éhains end
‘the independents, There were, of course, deviations from
this general category, but as a rule the stores bore a close

resemblance,

The service-type period (until 1920). This period

of the food incustry was characterized by small stores, low
mumber of grocery items sold, and relatively Hizh margins.
The size of these clerk-rervice food storc-s wv=s usually under
2,000 sguare feet., The puckaged food {tems were located on
shelving behind the clerks, Clerks obtzine? the items from
the shelving as a customer requecsted them., This eystem is
still found in some fyod stores, and it is t-a predomir=nt
method ¢f selling in sther retailing crganiz:tions,

The stores were smzll for sever:zl rersons. The
limited selection of merchandise did not require much e=1lling
space, eince stores featuring more thzan 1,000 ftems were
exceptions. The &verage store sold less thsn 800 groce-y
items, and only a few v:rieties of produce, 2nd no fresh
meats, Consequently, storzge and refrigeration space Qas
minimized. Bulk items were Bold off the snles flpoor from

their s~ipping containers,
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Soap chips were scooped up from a 25 or 50
pound drum, and weighed out for the customer.
Coffee was purchesed in bulk and ground to order,
usually by hand, Cookieq and crafkers came out
of the big cracker barrel or box,

These stqres were patronized by the residents in the
immediate trading area. Understandably, transportation at
this time was either by horse, by foot, or primitive sutc-
mobile. None of tnese forms of transportatibn is conducive
to large trading areas, ' Walk-in trade was the rule, and not
the excention, -

At this time in Americun history the consumer wos more
selfesustaining than he is today, Excluding the metropolitan
citiee, the population rzised a large part of thelr own food
stuffs. A housewife wzs expected to can and store as much
of the femily's food needs as possible. Credit was the
expected mode of operution, even by the early food chains,

Delivery service was another expected part of the oper-
ation. Credit and ‘delivery were part of the normal pattern
of doing business., As long as this paitern was in effect,
the small independents and food chains weré handicapped in
their expansion And growth,

It was not until 1912, wnen A & P discontinued their
credit and delivery services that any rapid growth began,

Then, as a result of a successful experiment

with a new type of store suggested by John A.
Hartford, a decision w2s made ta.open.zs meny

- , -
M. M. Zimmerman, The Super Market, (New York: McGrawe
Hill Comvany, Inc., 19553. Pe 9%
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of them as possible, =8 r=.1dly =8 they could
be established.

These new stores, c”lled "eaonomy stores"”,

were desisned to sell groceries 28 chezp as

possible by the simple device of selling on a

casn end czrry basis inste=d »f mcking deliveries

and extending credit, as A & P had done up to

that time in common with other grocerse.

Furthermore, the new stores were to be small,

low rent, one-man cifairs, with modest fixtures

all making for low operating costs; 2nd were to

be satisfied with a minimm profit. Increased

volume was to be depended upnn tn make up for

ths low profit rate.? C .

'.A & P, and other food chains who were quick to fcllow
this no credit--no delivery system, found these smell stores
very profitable. A & P increased the number of stores {rom
less then 200 in 1900, to 14,000 in 1925.,% It is interesting
to note tnat the chains which were the lecders in number 6f
stores and volume in 1925, are the lezders in 1957, The
order of tneir lgadership remains substentizally the same,

The reader will quickly note fron Table I, page 12,
that A & P wes quicker to remlize the possibilitiss of these
samall economy stores thtn were the other food chains. While
thie type of store, and merchandising method, wzs the dominant
feature on the food scene, A & P gained an unchallenged

d1eadeyshiy posttion.

2
Godfrey M. Lebtar, Chain Stores in America, 1869--1950,
(New York: Chein Store Publishing Corporation, 1952), p. 25.

31vid., p. 22.
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TARLE 1

TOTAL NJMBER OF STOKES OF MAJOR FOOD CHAINS, 1920--1949

GROCERY CHAINS 1920 1925 1930 1949
A&?P 4,544 14,034 15,737 = 4,600
AVMERICAN 1,223 1,792 2,728 1,671
FIRST NATIONAL 803 1,642 2,548 1,083
KROGER 799 2,559 5,302 2,204
FEWAY 191 1,050 2,675 2,177
NATIONAL TEA 163 761 1,600 655
TOTALS Te723 P1,838 36f5§6 12,330

%*
Source: Godf{rey M. Lebhar, Chain Stores in Amerjoas,
1859--1950, (New York: Chain Store Publisehing
Corporation, 1952), p. 48.

Ih-summation. food stores in the service-type period
were of & limited size because they offered a limited amount
of merchandise to a restricted tradinec area, The basic
selling equipment required very little sp:ce, The customers,
in this period, were not entirely dependent unon tood stores
for tne obulk ef their families' food needs.

The self-service.combination store, (1920--1925),

L4

Clarence Saunders, of Mempnis, is credited witn aeveloping

the first self-service grocery store in 1916. In the very
first tests, self-service proved a practicel way to sell dry

groceries,

The idea wzs so successful tnat the company wzs
aole to sell :ranchises to tnousands' of others
who wanted to sdopt it and operate under the

Piggly Wiggly name, Many of tne leading chains,
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including Safeway, Kroger, National Tez, and
Colonial, operated Piggly Wigegly stores in
certaein areas before they converted their own
stores to self-service. . . The orginal Piggly
Wiggly stores were no bigger tnan the typical
grocery store of tne period, but with the trend
toward bigger stores, Piggly Wiggzly stores of
supermarket dimensions naturally evolved,

The introduction ot self-service alone did not greatly
increase tne size ot stores, A development which occurred at
approximately the same time is credited with starting the trend
toward larger and larger t‘ood'stores. This development was the
combination grocery store. These stores nandled a larger va-
riety of fresh fruits snd vegetables, and incorporated freeh
meats into tne operztion. _"bTheee combination stores were
typicalliy iwice the eize of tne straignt grocery stores tney
began to replza.ce."5

Incorporating tne four main categories ot food stuffs,

i .e., groceries, meats, produce, and dairy pi‘dducts, into
One store understandaoly increased the physiscal .sizé ot the
8 tores. It does not follow that volume of business caused
'tne tooa stores to become larger, It is more logical to .
agsume that more space wes ﬁeceseary t6 adequate.l.y d:lsphla,y
Tthe four combined food stuffs and sales volume followed,
Tather than led the trend to larger stores, _

The concomitant aspects of handling a greater variety

Of merchandise soort had an effect on store size, and store

?olume.' One of the first aspects wss specizlized equipment,

~—

41vid., p. 27. Stvia.
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Speéiélized equipment put self-service in the

big time. A number of chains exserimented with

self-service in the days of the smell store, but

they did not gamble on convarting their entire

operation unt:f.l the% were ready to go into the

big store business, v

In these early days the chain's efforte'were restricted to
units of 2,500 or 3,500 square feet which was, in essence,
their master combination food market, Development of equip-
ment to .eet the tonnage operations ahead was essential to
volume operation, As néw equipment was devised store size
increased rapidly. |
One of the key needs was a way to get the customers

to buy more, now that 2ll of the basic food stuffs were
available in one location. First, hand-baskets were used to
encourage the customer to buy more, Merchants soon devised
other means to facilitate.the customer's shopping. So;e used
a track arrangement on to which baskets could be fitted, and
then pushed around the stores. "Soon a primitive form of
basket cart evolved which served the same purpose, but was
more practical.?v Basket carts required floor space for

storage. This storage spnce added to the trend toward larger

stores,

6"40 Years of Self-Service", Chain Store Ace, Grocery
Executive Edition, (November, 1956), p. 76,

7zimmerman, op. cit., p. 28,
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Checkout lanes were necessary under the self-service
arrangement, Service stores had cnas: rezisters located on
the counter, but wren counters g2ve way to ~ondolas another
system was necessary. These checklanes and condolas ceused
innovations in store layout and design.

Refrigerated meat cases and processins space were
needed in these combination stores, Even though the meat
department resisted the self-service movement, it still added
to the space requirements, and tended to nazke the combination
store larger than its single line counterpart. A refrigerated
meat storage "cooler" was z13> required for this adopted
meat department, The cs0ler space, *‘he processing spece,
and tie space necessary for the meat display cases greatly
ajded in increasing store size.

The produce sectious in these new combination stores
began to be more prominent, Previous to this tineé only the
most durable produce items were handled in most grocery stores,

It was't until 1925 that produce became
important in food chain merchendising.

Among the items generally handled at that
time were potatoes, asnles, orances, 2nd
boanenags, O0f course, some stares had fruit
sectjons at even earlier dates, with Calif-
ornia units beinz nctable for their full-line
produce sectiors (usuzlly displayed in open
store fronts). But difficulties {n trans-
por.ation, in avzilzbility of ftems, 2nd in

obtaining sdequate personnel hampered wide-
spread growth of big produce sections .8

8"40 Years of Self-Service", ore cit.y pe 84,
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Produce in this period was sold from tables and in-
ctined w°oden\récks. The storzge space usually consisted of
1arge‘bafrels which were iced-down at night.

The produce section in these earlier combination stores
did not add much to the store's physical size, but when combined
with the self-service grocery gondolas, the meat display cases,
the storage space, and the checkout lanes, basket carts, and
turnstiles, the necessary increase in size became substantial,

Food stores were beginning to grow large because they
were acding more departments, They were also larger because
. more equipment was required to operate them. Tne novelty
effeét of self-service undoubtedly served to attract new
customers from the single line service-type food stores.

It can not be assumed that food stores increased in
slze simply because the population per retail food store was
increasing. "According to the United .States Census reports,
the number of retail food stores in the United States in-
creased steédily from 1850, both absolutely and in relation
to populatfon."g The mnumber of people per store decreased

as shown in Table II, on page 17..

9Frederick L. Thomson, Agricultural Marketing, (New
York: McGraw Hill Company, Inc,, 1951), D.
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*
TABLE II

POPULATION PER FOQD STORE, 1850--1935

— POP, DER POP. PER
YEAR FOOD STORE YEAR FOOD STORE:
1850 947 1900 486
1860 . 785 1910 amn
1870 5k8 1920 442
1880 492 : 1930 392
1890 547 . 1935 385

*
Source: Frederick L. Thomson, Agricultural M=rketing,

(New York: McGraw-Hill Company, Inc., 1951),
P 413..

The supermarket ger;od,'(1935--1958).

Food retailers pursued greater volume
in three generzl ways. Some sought more
customere vy opening branch stores patterned
after a first store that had already proved
successful. Thus the chain store came into
existence. Otuers enlarged their single
stores, finding that one store large enough
to handle the most economic units of, pyrcaase
--usually c:rloads or trugkloads--can gompete
successfully with a chain of stores that
distributes its carlots through several
outlets. ° The supermarket was the reault.
A third group of retailers answered their

- volume problems by establishing cooperative
cheins which could own and operate warehouse
and buying facilities, and hire experts to
provide researca ~nd advisory service.
Similar voluntary chains were sponsored by
wholesalers to provide the same economices
and benefits.lo

‘Paul Sayers, Editor, Food Marketin (New York:

MCGI‘&W-H‘.].I Book Conipany. Ino., 1550 9 Do 16.
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The early supermarket was a development of the in-
dependent food retailer to combat tne powerful food chains,

There heve been two radical changes in food retailing
which have affected tne size of stores. The first change
was the combination store. The second change was the epoch-
meking supermarkét.

This newcomer was much bigger than the largest
combination stores and, of course, it was four

or five times biggzer thzn the traditional straight
grocery stores which had,*feviguzly constituted
the retail grocery field,

There is still some doubt as to where the first
supermarkei céme into existence. Some authorities cite the
California-area *Drive-in markets" as the earliest form of
supermarkets.lg’ Other sources place the birth of the first
store designed and constructed to be a supermarket in Cincin-
nati, Chio 19 qutainly the first King Kullen store, and
the first Big Bear Market, have also recef{ved their share
of literary rewards,

Fortunately, Mr, Cullen went on record in regard to
wpat he, himself, considered a supermarket. In a letter to

" the Kroger Company, for whicn he worked at the time, Cullen
made the follawing propaesal:

rethar, op, gites . 27,
: 13urhe .Super Markete-Its Growth and Future”, A study
conducted by the Research Department of Super Market Institute,
(Chicago, I1linois: Super Market Institule, Inc., fgzg), Pe 3¢

13Sayers, op. cit., p. 39,
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He asked the Kroger Compzny to meke a trial of
his proposal of opening up five stores, ‘to be
known as the Cullen Stores, anywhere in the Unitea
States or Canada, excejt the South, These stores
were to be "monstrous in size"--2bout forty feet
wide, and 130 to 160 feet deep, (5,200 to 6,400
square Teet)--His figures and statements seemed
fantastic to an industry which was then averaging
$500 to $800 in stores of about 500 to 600 square
feet. Today his figures would be conservative.l4

Mr. Cullen's letter was written to the Vice President
of the Kroger Company in 1930, Table I, on page 12, revesls
the status of the large food chains at this particular time,
The relatively small combination store had been a successful
outlet for the food chain's merchandising and operating
methods. The major food chains were enjoying their greztest
coverage in terms of total number of stores,

It is not overly surprising that Mr, Cullen's idea
was turned down. The food chains already had an extremely
satisfactory method of selling groceries in operation. In
addition, the food chains were having their own troubles,
Mr. Godfrey Lebsar, in his book Chein Stores in America,
sites two very plausable reasons why the food chains did not
enter the supermerket field until a later date,

In the first place, after tne rapid pzace they
set for themselves in those hectic years preceding

1930, most of the companies neeced a breathing spell
-=2 chance to consolidate their gains, The larger

14z5mmerman, op. cit., p. 32.



scale of operrtious calied for m2jor organization
changes in some caszs., To open additional stores
was easier thin to develoyn men to direct and minzge
them,

In the secoud place, ore stores me=znt not only
more trained =en to opercte them, but more capital
to finance them. The collapse of the stock market
in 1929, plus the onset of the depression neturzlly
dried up meny of the sources of investment capitel
and a damper on further expansion for the time
being. S

The A & P Company opened its first supormarket.in
Ypsilanti, Michigan. Their second unit was opened the scme
year in Letroit, Michigan. There is no information availablé
as to the size of these stores, but in all probability they
were simllar to the éupermafkets-which were at this time
enJoying great success in the East,

' Mr. Cullen wes not allowed to build his five "“mon-
sterous stores" for the Kroger Company. He left the Kroger
Company, secured additlional finances, snd opened his.first
supermerket 2s an independent in & remodeled garzage in Long
Island. This was'the beginning of the King Kullen Markets,

The Big Bear Supermarket opened two years after the
first King Kullen Msrket. . Big Bear, instead of opening in
a renovated garaée, occupied the first.fIOor of & factory
building. The store was S0,000-square feet In total selling
area,. Only 30 per ¢ent of tne total space was devoted to

the food department. The remaining 35,000 squaré feet were
oocupied by eleven other speciality aepartmeats.ls

151ebhar, OD. éig., Pp. 51-52. .

lszimema-n, ODe gito. P. 40,
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Before continuing this review of>ear1y supermarkets,
this term "supermarket™ should be re-defined. The definition
for a supermerket has changed severz2l times during the past
fifteen years, due to the repid increzse in sales volume,

In 19356 the Super Market Merchandising Magzazine
defined a2 supermarket as a highly departmentalized
retail establishment, dezling in foods and other
merchandise, either wholly owned or concession
operated, with zdequate perking spzce, doing a
minimum of $250,000 ennually. The grocery depart-
ment, however, must be on a self-service basig.l?
In 1954 the minimum volume was raised to $500,000,
In Jamuary, 1955 the present volume requirement of, at least,
one million annually was edopted.
The researcher and reader alike should keep these
flexible definitions in mind so as not to be easily misled.
There is a dearth of information in regzrd %o the
gizes of the early supermerkets, Table III, on page 22, is

a compilation of the data of these firest supermarkets, taken

from various sources,

19
Edward A. Brand, et. al., Food Merchandising,
(East Lansing, Michigan: Michigan State University, Publi-
cation 1956), p. 5.



TABLE III
SIZE OF EARLY SUPERMARKETS

STORE OR CHAIN SQ. FOOTAGE YEAR OFENED LOCATIOR
KING KULLEN - - 1920 TAMATCA,
. NEd YORK

RIG BEAR MARKET 15,000 1932 FELIZAEETH,
¥EJ YORK

PENN FRUTT 16,600 1932  PHITAT=LPFR,
. " PA.

STANDAED FOOD MARK®TS 7,000 - 1972 CORLAIOMA CTTY,
OKLA.

BROAUWAY COLUIBIA MARKET 13,000 1932 PORTLAND,
' OFE.
ALRER'S SUPSE MAKKETS - - . 1933 CINCIKNATI,
- N 0HIO

PACKAFD-BAMBERGLR™ Y 40,000 . 1933 HACKTNSACK,
: ) ‘REW ._;‘_nuﬁY

KING ARTHTR . 10,000 1033 NCWARK
NEW JEKSEY

FOOD FAIR STORES, INC. 10,000 1933 PHILADELPEA,
| Ph.

* The store actually wes 50,000 square feet of total
selling area, but only 15, OOn square feet was used
for food. _

. \
*% There zre no figures available a2s to what percentage
aof this total srace was used for food sales,

These early superﬁarkefs were five to six times s
large zs the combination stores, Lest the reader again be
misled one point shoula be made. these early markets were
not used exclusively for selling~food. Most of these rtores
leased out aisizuble, agd undetgnminable, amount of this
space to concesalonaires; When the food chairns entéred the
supermarket field they found the 5,000 to 10,000 squere. feet

markets -wost efficient.lB After the beginnings fad of opening

\

18 | ' R
Zimmerman, cv. cit., p. 62, .
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superm-rk-ts in gorages z2nd fuctories declined, most ince-
pendents also found this size supermearket best suited to

their requirements.

wWhy the supermcrket movement. There are various

reasons offered as tc why the supermarket movement beéan.
More important though, are the»reasons why the movement was
successful,

As with almost 211 successful innovations, the'auper-
market movement wzs in the right plece, 2t the right time,
with the right requiremencis. The customer had already been
educated to the cash and carry system of selli.ig groceries,
Self-cservice grocery departments were no longer a novelty in
food stores, There Qas 8 rising 111-will toward the chain
stores, With these factors the supermarket added the barking
lot, either adjoining or surrounding the market,'and the idea
of departing from main street locations to a.site.outside
th; comminity, thus reducing rent., Items alien to the combi-
nation food stores were included as en added cuafomqr appeal.

Finally, and probably most significant,
everything was featured at aggressively
low prices made. posslble by the economics

flowing from the self-service set-up, and .
the 2dvantages inherent in large volume,.l

19Lebhar, op..cit., pP. 30.
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The early supermarket also introducec 2 new type of spectac-
ular promotion and advertieing which attracted an enormous
customer traffic flow,

The fact that our cconomy was in the depths of =a
_serious depression also aided the rapid growth of tde
aupermarkets.

The savings of 5 to 10 per cent on the consumer's

average food dollar may sound inconsequential,

However, when we take into consideration the

fact tnat the average expenditure for food out

of each dollar is 24.2 cents, the savi.gs over

the course of the year becomes considerable,20
Consumers were quick to realize and capitalize on these
savings. .

There were three principal reasons why these early
supernerkets were larger than théir predecessors, The first
reason was that the art of displayjng merchandise in mass
was born with the supermarket,

The fixtures were.of cheap construction giving
the layout a temporary bezazr like appearance.
Cheap pine tahles were built and loaded with
m2ss displeys of merchendise. . . Surroynding
the packaged fuod department were -concessions

of meats, and fruits and vegetables, together
witn the non-food departments,

20"Th. Super Market--Its Growth and Future", op. cit.,

p' 40
21
Zimmerman, op. cit.
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Wheh the supermarkets moved out of tne garrges,
fkctories éna warehouses, this new concept o masz cispley
was not teft venind. The pine tables were exchanged tor
preconstructed displey bins, 2na nect trim *stand-up disolays”
replecea tne Jumoled me8s of can goods,

The secound major pfinciple was that supermarxetls
attracted customers from a2 much larger trading area, Thney
were not dependent upon the immediate area tor suponort,
Customers had automobiles, and they were not reluctant to
uae'them to travel gelatively greater distances to tfade
wnere their food collar Qould pring the most returns,

The third réason is that tne supermarket was designed
to sell tood at a low margin. Tne protit was obtained from
volume sales, To obtain this volume, the supermarkets used
. extensive gondolas and shelf space. This shelving space

and the gondolas increased the size of supermarkets.:

Tue pogt-wer pupermerket. In the perlod of 1930 to

1959 supermarkets were considered by many to be_a fad, and
that women would soon becomeé tired of serving tnemselves in
these ugly ducklings.22 -
History revealed tnese critics td be wrong, From
1966 on, supérmarkets grew rapidly in numober and importance,
When the United States eantered World War II there were more

than &,0U0 fooa gtores qualifying tor the title supermarret.

za'The Super Msrxet--Its Growth amd Future®, op. cit.,

P. 4.
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TARLE, IV*
SUPERMARKETS IN THE U.S. 1952 T0 1947

~s —
-

YEAR . NUMBER YEAR NUMBER

1932 300 1940 6,175
1933 No Record 1941 8,175
1934 No Recard .1942 9.011
1935 No Record 1943 9,809
1936 1,200 1944 9,460
1937 3,066 1945 9,575
19328 3,700 1946 10,057
1939 4,982 1947 10,800

#Source: "The Super Market--Its Growth and Future®,
A study conducted by the Resgarch Department

of Super Market Inzt%tute, (Chicago, Illinois:
Super Market Institute, Inc,, 1948), p. 3.
The war years slowed the grovth of the supermarket
movement. There were less than two thousand supermarkets
constructed during the years 1941 to 1946, This is approx-
. imately the same nmumber that was consirueted between 1940
and 1941. The shortages of men and material, plus Govern-
ment restrictions were the cause qf thia curtailment of
growth, The raie of growth of the supermarket movement

resumed with greater‘intensity following the war,

The supermarket movement, (1946--1958), There are

several factors that help to exvlain the dynamic growth of
the supermarket industry during the post-war years, This

growth is typlified, not only by more éupermarkets being



constructed, but also be the fact that each year the new

supermarkets built were larger than their predecesdors,

1.

2.

The post-war years were characterized by a tree-

mendous growth in population, TWot only was there

~an increese in population, but a shift in pop~

ulation to the suburbs. The supermarket from their
very inception have been a suburban phenomenon.,
This movement tended to reduce the effect of the
neighborhood srocery stbre. New marketing habits
were initiated. The supermarket capitalized on
these new marketing habits and customs,
Financially, the food chains-and large independents
were well equipped to enlarge thelr operations,
The war years were pfofitable years for the food
stores., Prices were frozen at such a level which
encouraged shopping 2t supermarkets.

Since the retail price structure was

graduzted, based apn the volume class

of the xet2iling unit and the markup

under which .it had customarily operated,

the Super Markets with thelr large

volume and lowest cost af doing business,

still retained the retail price advantage,

and hence still were 2ble to retain the

loyality of the millions of customers,
who had become their faithful followers,<o

23

Zimmerman, op. cit., p, 132,



\
&

anks, insurance companies and other investors bty
this'time, recognized that the supermarket move=
ment provided an area for sound investment.
Therefore money w2s availzble for expznsion,
Many areas of the countiry were not cdequately
supplied with s1ipermarkets, The reader will recell
that early supermarketa were located in the highly
populated towns and cities, After the war the
food chains, and particularly the indeoendents,
moved int» these previously ignored regions. The
independent retziler had come to realize he could

—~

not, in his present form of operation, withstand

. the impact of mass rekailing, lower price concept

.

of doing business., Many independents became affili-
ated with voluntary and cobperative groups, These
groups’encouQEged. and aided, their members in
adopting supermarket characteyistiecs and size,

As more supermarkets were constricted, it was cnly

a matter of time until suoermgékets were competing
with supermarkets, This cqnflict among "superé'

has influenced.a movement within a movements The
increaée in cuétemer services offered has risen at

a fabulous rate since 1946, Thesge services, ‘such

ags courtesy counters, kiddy corrals, lounges,



public rest rooms, air conditioning, masic, re-
freshment bars, telephone booths, stc. has contri-
buted in no small way to the increasing size of
supermarkets,

5. Increased self-service and new items have helped

to increase the over-all size of food stores,
Self-service meats, and prepackaged produce depart-
ments have addecd to the neceesgary space require-
ments, These twd merchandising methods also
incresse the amount of processing spéce required,
Automatic meat wrapping machines, automatic garbage
disposals, ice-making machines, and frozen food
storage space are Just a few of the large items
which mist be incorporated into the modern supere
markdt structure, These machines and methods,
- while undoubtedly improving oﬁerating efficiency
and customer appeal, also increcse the size of
the food stores,

New items have tended to increaseée the over-all customer
advantage of supermarkets, These stores have been in a
better posipion to 2bsorb the myriad varieties of new items
than the smell grocery stores. The advantage of high trafTic
flow enableé the supermarket to sell merchandise that would
be "dead fitems™ {in the smaller stores, This is true for '

food items as well 28 the non-food items,
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New products zare one of the major reasons for

the tremendous spurt in supermearxet sales over

the last few years, They are the life blood of

the industry. The cold statistics of thirty

years of growth are eloquent: in 1926 the average

food store stocked about 700 items, By 1946, only

twenty years later, the figure had grown to 3,000.

It has climbed {0 5,000 items by 1956. It is

estinmated that new products added in- the last

ten yeais alone account for 30--40% of supermarket

sales .2

Note the tremendous growth in these items: 1instant
coffee, in a little over ten years has grown into & 3356
million anmual businese, cake mixes--$158 million ahnuaily
in less than ten years, frozen orange concentrate--$224 million
anmzlly in less than ten years, and instant desserts-- a $12
mill¥on anmal product with a great future .2 These are Just
a few of the more conepicuous-new additions which have con-
tributed to supermarket sales, and to supermarket size, The
fact that there are many other items which have also con-
tributed to supermarket sales and size is often overlooked.
There is one very recent innovation which has had an

effect upon the size of food stores in some areas of the
country. This innovation is the movement of the discount
house¢ into the food field. The region of the country which

gave birth to tne supermarket may have spawned another

24nguper Marketing U.S.A. 1957, 7th Biennisl Grocery
Study", Published by This Week Magazine, (1957), p. 28.

251bi4d.
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marketing giant., One food chain is alreéady experimenting
‘with stores of this twpe.?6 Food stores selling appliances,
or appllance stores selling fOOd, are necesserily large stores,
These stores frequently average 30,000 to 50,000 squzre feet
of selling space. | ‘

Whether this trend will continue is not the subject
of this investigation, It is of 1htereet, however, to
comoare the siﬁilarities betwe=n the early supermarkets and
today's discount house food store, '

1, They both were innovations of the well populated

New Jersey, New York aréa.
2. Low rent, austere bulldings were used,
3. The stores depended uﬁon the automobile and
customer mobility..

4, The merk-ups are less than the competition must

‘ charge.

5. They both featured a wide variety of merchandise,

The discount nouse reacned maturity after World Wer II;
utilizing the szme basic idea of low profits and high turn-
over that wvas developed by the supermarket,

The discount house sells & wide variety of
mercnandise at a gross profit that in some

published reports runs only about 11l per :
cent, It achleves this low mark-up with ~

26§ggermarket News, (April 14, 1958), p. 5.
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a simply constructed large building, located

in low rental areas near centers of population,
Centralized warehousing and . buying volume pur-
chases and low-cost promotional methods are
used.

The discount house maae a graduel entry into
the supermarket's territory. Canned nams in
mass displays at Easter time, ocassional offer-
ings of groceries at low, low prices were the
forerunners, Now tre discount nouses can even
offer its own private label Ougggny canned
goods sand other food products.

Severzl of the most reeeut disvount houses in the New
Jersey area incorporate 30,000 square foot supermarkets, In
tne past tnese supermarketa were concéssion opérated. The
most recent development has been for tﬁe @iscount house to
own &nd operate its own food stores within the walls of the
discount house,

Each year since 1949 the new supermarkets built have
been larger tnan their predecessors. This imdrease in store -
size is quite impressive wnhem put in tabple far's, The average
new supermarket consBtructed in 1951 would be considered a

medium sized store in 1958,

2714,
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TARLE V*
SIZE OF SUPERMARKETS BJILT SINCE 1949

YEAR TYPICAL" ~ YEAR . TYPICAL
1949 8,500 8q. ft. 1954 15,000
1950 9,662 1955 18,000
1951 10,200 1956 . 21,200
1952 9,641 1957 22,000
1953 11,950 ,

*Source: "Facts About New Super Markets Opened in
1953, 1954, 1955, 1956, 1957", Published
annually oy the Super Market Institute,
Chicago, Illinois

*#%Typical® figure is the median, i.e., the half

* way or middle figure when all figures are listed
in oraer of size, from size, from smallest to the
largest,

The trend in store size has been toward increasingly

larger units, Only one year in the past nine ‘hac deviated

‘from

this trend. This year was 1952,

Curbs ou new construction have had an adverse
effect on the Super., Not only was tne rate of
new buildings slowed down, but many more am-
bitious plans were undoubtedly thwarted, with
the resylt there were fewer of tne very large
units~=those 20,000 8q, ft. 2nd over--taan
among néw units built in 1951,

There is no doubt tuat N, P. A, restrictions
such as limiting the amount of steel tao be
used in a new commercial structure, have
reduced the size of tne average market pbuilt

in 1952 as compared to its predecessor of 1951.28

28'America's Super: 1952 Model", Super Market

Merchandising, (Jamuary, 1953), p. 35,
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MMARY, CHAPTER II,

The size of food stores has incre=zsed twenty fold in
the past forty years., As ot this writing, there are no indi-
catious that tnis trend is leveLrLing off, Corresyondence with
sevefal_food crhain executlves nhas indicated that new stores
will be larger trnuan tnelr predecessors, =t Least in the
forescerble future, Leaders ot atriliztea independent croups
algo or: inclined toward Larger and luorger food stores.Z?

The growth and popularity of shopping éenters is cone
timuing. .Currently, there is controversy as to whetber the
saturetion point hec been reached in the development of
shopping centers, ZFXach side of the argument can cite im-
prseive figures to back up their ¢laims, Notwithstanding,
these centers are being constructed and they do congéin larger
than average aupermarketero . |

Whether supermarkets have reached the limit of their
expansion in store size can not conclusively be efated at
thiq time by a2nyone., The current survey in regard to "Facts
About New Super Merkets in 1957" does, however, reveal some

interesting and pertinent points,

29e1GA Food Linere Show Phenominal Growth", IGA
Grocergram, . (May, 19‘57)1 Pe 3.

3O'Annual Report on Food Retziling", Pro feeaiv
Groger, (April, 1958), F-12.
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This survey revezled that 45 per cept of the new
supermarkets opened in 1957 are not doing as well in totel
sales as was predicted.
| TABLE VI~
ACTUAL SALES VS. ESTIMATE BEFOKE OPENING

SUPERMAFKETS OPENED IN
PER CENT OF SALES 1957 1955 1954 1953

R

MORE THAN 10% ABOVE

ESTIMATE 18% 25% 26% 28%
WITHIN 10% OF ESTLMATE ™% 54%  48% 48%
MORE THAN 10% EELOW ESTIMATE 45% 214 26% 24%

#Source: "Facts About Super lMarkets Opened in 1957%,
op. cit., P. 4.

A larger proportion of the new supermarkets than
in previous years are not living up to expectations,
Thie survey does not indicate the reasons for this
--whether the new stores have not been open long
enough, the operators were over-optimistic, or
whether with more competition sharper measuring

tools asf required, or volume ig becoming harder
to get.v

Figures previously cited (in Chapter I) reveal that
the mumber of family units per supermarket §{s also declining.
~ Food st?res heve been incressing in size for four
décades. Curreht merchandising trends point toward larger

stores, Leaders in the food industry are planning and

building larger stores. However, the number of stores doing

3d1piq, 3Z'Supermarketing USA", 1l0¢. git.
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less than anticipated volume increased sharply lzst year,
snd the number of families per supermarket h=s been declining
steadily since 19359, All of these important factors point

out the controversy which the food industry faces todsay.



C:HAPTER I1I.

THE BANTAM SUPER

~
.

As supermarkets increese in size, the problem of

providing specdy service and convenient shoppins facilities

becomes increzsingly difficult, The supermarkets ere usually

not located so that the hoisewife can rin around the corner
for a loaf of bread, or o.bottle of milk everyday. '
Today's mige supermarkets cater almost exclusively

to the multi-purchase customer, the impulse buyer, and the
once-a~-week shopper. These stores cre carefully designed

to encourage the customer to traverse the entire store, Key

items such &8s coffee, milk, sugar, and meat are strategically

Placed throughout the store. This is done to equalize store

tl‘af_fic. end to expose the customer to the maximum number of

impwulee ftenms,

The size of the large supermarkets, and the dispersion

°f key items throughout the store discourages many customers

vho aye seeking only a2 few {tems, "Many customers are relucte

82t +to gpend the thirty minutes to an hour required to drive
to, Shop, cheeck out and drive home from a big supermarket."l

lMiel1er, "1957 Grocery Store Sales®, 1oc. cit.
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In the past, tide convenience fector has been the meinstzy

of the corner grocery store., Now, however, in meny areas

of the country another retail fdod outlet is seeking to
attract these "supermarket crumbs”,

These small stores have been given meny titles oy
various journalists in the past two years. Listed are jJust
a few of these titles; Vest-pocket Supers, Dﬁdget'}fafkets,
Interceptor Stores, Hesit;tion ‘Points, Pint-sized Supers,

Miniture Markets, Drive~In Stores, Food-0-Mzts, '‘-Eleven

Stores, and Bantam Supers. Throughout this thesis, the

texm Bantam Super is used when reference is made to this
ty ©e of food store, |

This portion of the investigation into the need for a
superette-type food store is concerned with the Bant:m Super
oper=ation, - In meny parts of the nation these small stores
are attracting a grest deal of fevorabie comment,

The Bantan Super operation has been investigated for
two xeasons; (1) to describe a highly profitable scaled-down
Rrocery outlet, and (2) to draw from this operation amy points
vhich could be reliably applicd to a superette in the futur'e;

Information for this chapter was obtained premarily

from Tood industry periodicals. Bantam Supers are not a

‘UTrTrent development. Almost every periodical in the food

i
ndn&try has, at one time or another, reported upon this

£
°TmM o food store outlet.
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This ‘chapter will briefly outline the history of the-
Bantam Super movement, current areas of operation, and e
description of the Bantam Super layout and merchandising
methods. The profitability of t.iese stores, and the cnstomzr
advantages is also discussed,

Brief history of the Bantam Super operation. One of
the first of these small convenience stores was called the
7-Eleven store, In 1927 the Southland I¢e Company, in Dalles,
Texas, operated an ice rslay station. At late hours the
company would receive calls for milk, eggs, bread and similar
items. The alert manager began stockine these items amd
other grocery staples. Soon the tail was wagging the dog.
The Southland Ice Company became the 7-Eie7en Storess.a chain
of small food stores selling ice.2 |

The 7-Eleven Stores nmow number OVer'ZOO. and have set
the pattern for the fast rising competition. 7-Eleven stores
_are in Texcs and Florfda., Stores of similar design and
operating methods are located in.California, New York,
Coloreado, Tennessee, and Mlssouri, Recent publications
indicate thzt the movement m=y soon spresd to Minnesota,
Kansas, and Michigan. .

As the name implies, tnese stores are open from seven
in the morning to eleven at night, everyday of the year
except Christmas.. 7-Eleven hag set the pattern, and tne
other Bentan Supers have followed it closely.

2f. P. Vincent, "For Speedy Service Shoppers Go To

7-Eleven®, The Voluptary and Cooperativ Groups Megazine;
Vol. 26, No. 10, !%cfo%er, 19 » Do .
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These Bantam Supers usuzlly do not attempt to compete
in price with supermarkets., They compete by offering cone
sumers the ultimzte in speedy service and convenience, and
attract pzople on their way nome from work, movies, clubs,’
meetings, schools; picnickers, party-goers, etc. Late store
hours eiery day‘make them a place of su)ply tfor snacks, Oor-
| refreshments for unexpected company in the evening or Sundayss
a plece to eecure milk, bread, cisaorettes, or beer. The'
Bantam Supers attrac: people who want one, or just a few
items, and who do not care to wade through the long zisgles
and busy checkstands.of a large supermarket. In short, their
appezl is based on cuick service, convenience, and off-hour
operation,
Probaply few, if any, of these 7-Eleven patrons
buy all their food requirements iu these stores,
Few shoppers buy more than three to five itenms,
and often the total sale amounts to less than
$1.00 per customer, Obviously, it is possible

for tanem to handle such transactions very rapidly,
and still.give.courteous.attention. to. each. customer.d

Depcription of the typical Bantam Super, These stores
are not large. The average store is 60" X 40', 2,400 square

feet. Present stores average 1,560 square feet of selling
area, and 840 square feet of storage space. Even though

these stores are small, the scme scientific care goes ;nto

SFood Topics, (August 19, 1957), p. 16.
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the location seclection, constructisn, zna operation of one
of these 2,400 scuare foot stores as goes into the largest
supers ouilt by a national dbain,4

Tne general layout teatures an open front (in ?ne
Southern part of the country), gondolas, wall shelving,
trozen food cases against the wall, awey from the open
front. The amount of space ailocated to frozen teod and
{ce cream producis veries trom store to store, Typically,
twenty-tour teet of cases are used for trozen foods, twelve
teet for frozen meats, snd twelve teet for ice cxcam.s
These display cases feuture shelving on top to futher aug-
ment shell space. |

Tne Bantam Supers are departmentalized, and completelLy
selfe-service; excluding the checklanes. The customer ceam see
almost every section as she entérs the store, The faster |
moving items are concentrated near the front entrance.
Usually, the store has Yive gondolas.facing the entrance,
and each gonaola constitutes a separa.e acepartment,

Recently a Denver operator desigzned a startliug new
layout tor tﬁair first Bantam Super.

Automart Stores, Inc. opened 1£s' first eignt

sided, glass walled, pagoda-roof, 2,400 square
foot market last week, Interior layout 18 on

4
"Small Stores Counterattack", eat and Food Merghand-
ing, Vol, 33, No. 8, (August, 19d7), De 20,

Ipid.



a wagon wneel desizgn witn two cneckouts
forming the hub. There are five 10 foot
gondolas, each with 3 foot end displaeys,
10 foot of w~1ll display cases; three roto
tables, 11 lineal feet of produce; 16 feet
of frozensfood cages; 10 feet of bread and
crackers, '

This octagon-shaped store closely resembles the units
which have been planned for the Bey City arez in ifichigan.
Wwhen these stores are built, and as yet construction has not
started, they will be round. ‘

According to many experts in fosd store
architecture, a2 circulzr food store is both
possible and practical, -These artchitects
contend that such storees will provide maximum
selling area, and the most efficient operation.
There 18 30 per gent more shelf space in a round

building than in a reetangular one, and customers
can see ;O per cent more merchandise on circular

shelves,

Octagonmshaped stores, and round stores may be the
design of the future, The majority of the operators in the‘
field, however, are quite content to coutinue buildiﬂg re-~
tangular-shaped stores, The only basic change in these
Bantam Supers in the past five years has been toward larger
stores. The original design and layout appears to have been
both efficient for the operator, and convenient for the

castomer,

-GSuRermarket News, (February 10, 1958), p. 29,
7
The Detroit Times, (February 26, 1957), p. 27.
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Brand selection and space allov2tion, Bantam Supers

are able to offer a varied assortment of merchandise. The
reason for this is that tney hindle ogly one brand, and one
size of the many items stocked;_ The items handled are
selected because they are considered to be the best .sellers
in the area; This policy maximizcs customer satisfaction,
and inventory turnover,

In addition to the limited nmumber of varieties stocked
these stores, by necessity, maintain a strict epacé allo-
cation program, Ther§ is only a2 1limited amount of shelf and
freezer space, so each item has to pay for fts snare of
space, This type of store operafion can not afford to stock

8low moviﬁg items, Adherence to this policy allows Bantan
Supers to stock.a wide asso:tment of merchandise in pro-
portion to their size. 1In addition to the lines already
mentioned there is some space allocated for magazines,
sundriés. notions, and a variecy of unusual customer services
such as; blocks of ice, crushed ice, 2 television and radio
tube testing service, chilled beer and wine, housewares,
insecticides and school supplies.8
WVhereas a large supermarket mey handle as meny as
fifteen separate varieties of canned peas, a2 Bantam Super _

will handle tw¢ or three. As one operztor put it:

—

Bancént. op. ecit., p. 38.
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"when a housewife needs a2 can of peas, she
isn't too loyal to & brand name--so we have
one goot brand for her, We stock the fastest
seller only. The sam~ principle is applied
on all items., Wwe stock one variety of animal
crackers, that's all, You'll find tnree or
four brands and halfea-dozen kinds of pretzels
on the big store's shelves, but we have just
one twisted, and one stick."?

This s=me principle is carried tnroughout the store
in every department, Produce is limited to the best selling .
items. Most of tae ftems are merchandised in pre-packaged
znd preepriced units, althoigh btulk displays of potatoes end
onions are mnzintzined to facilitate small purcheses,

The mest department in the Bantzm Super is the weakest
link. One exverimentor of tnese stores stated that "central
pre-cutiing and packaging is the only way to bring back the
small store,l?

Produce can be, and is, e:fectively sold from roadside
stands., Bread and milk can be successfully sold from vending
machines, But no one to date has been able to convince the
majority of consumars th-t frozen meat is as desirsble as

fresh meat,

: Qwaard Kuhn, "New Opportunities 1n Small Stores",
Nargus Bulletin. Vol. 44, No. 1

[ ]

Sugermarket,Newe, (November 4, 1957), p. 36,

-
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Bantam Supers first 2ttempted to sell fresh meat from
service counters, The low volume could not support these
departments, These stores then offéréd self-service fresh
meats, but low volume, spoilage, and the quantity of "“re-
wraps” prevented it, Grand Uﬁion's Food-0-Mat, in FNew York
City, obtains prepackaged pre-priced meat from 2 nearby super-
market, This s=me supermarket serves as an outlet for any
surplus products, The Food-0-Mat's meat shrinkage, con-
sequently, is very low, This operation is expensive however
when tne labor and transportation are charged to the small
store, . '

Tne present system which includes frozen meat cuts
for every fres:i meat counterpart seems best suited for this
t&pe operation, 7-Eleven'atores carry a complete line of
frozen mects, processed by their own picking house subsidi-
ary. The combined volume of their 200 stores appears to .

mzke this oneratian. profitable..

Specialized equjipment, Innovations in equipment

design and use are necessary to effectively utilize space in
these Bantam Supers. The shelving in the grocery department
is higher and narrower than conventional supermarkets; aisle
width had been reduced, and the smaller shopping cart, 18
inches wide, is used to accomadate two'abreast in the

narrower aisle. The frozen food cases are equipped with
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ghelving superstruction to utilize the '"dead'space“. The

same thinking applies to checkout arez, and back room o.er-

ation. The dairy department features a four-tiered disploy

case, The milk display case is a walk-in cool’er‘with a six

door merchandising front, The milk is loaded from the back,

This eliminates the task of cs~rrying milk cartons from the
c~oler end placing themn in the conventional display case,

Produce, and luncheon meats are also fgatured from

multi-deck refrigerated display cases, The efficient use

of vertical space {8 one of the characteristics of the

typical Bantam Super,
The very latest in modern space saving equipment

appears to be essential to the Bantam S:uper operation.

Owner advantages of the Bantam Suser operation. One

of the excellent advantages of these Bantam Sypers is that
they a pear to require a relativél}v low investment for aA
better than a;erage return, Latest figures for initial
inves tment ranges from $35,000 to “;;6!5,'000.1I

The i,nveétigator is ext:.remely cautisus when presenting
Figures from individual
‘There 1is

"typical® operating statements,
o°Perait5rs may or may not be entirely sccurate.
No way to know. The following statement was presented in a
bulletin published by a2 mamuf:cturer of display equipment

Tor Bar tam Supers. The figures should be characteristic of

the ma Jority of Bantem Supers.

[ S—

the ea 11“1’1'081'988" Unpublished information distributed hy
L tors of Progresglve Grocer, (May, 1958), p. 4.
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TABLE VII
APSROXIMAYE TYPICAL INVESTMENT REQUIRED FOR B.NTAM SUPERS

LAND 815,000 to $17,000 .
BUOILDING 14,000 to 16,000
ALL EQUIPMEKT 17,000 to 20,000
INITIAL STOCK 5,000 to 7,000
MISCELLANEQUS 2,000 to__ 3,000
TOTAL INVESTUENT $53,000 to $63,000

(The above is given as an ifllustration. Costs will vary
depending upon geographiczl location, type building cone-
struction, labor rates, freignht, etc,)

HYPOTHETICAL TYPICAL OPERATING STATEMENT -

GROSS SALES (MONTH) $14,000
GROSS PROFIT (20%) , 2,800

OPERATING COSTS:

RENT . £300.00
EQUIPMENT DEPRECIATION . 225,00
UTILITIES 185.00

ADVERTISING (1%Z of sales) 140.00
SUPPLIES (4 of 17 of salea) 70.00
SERVICES. (laundry, etc.) 20,00
INSURANCE 20.00
SALARY DRAW (6% of sales) _84Q,0

TOTAL OPERATING EXPENSES $1, .00

NET PROFIT (7.14%) $1,000,00
RETJRN OF INVESTMENT

$50,000 plus $12,000 = 20% ANNUAL RETURN ON INVESTMENT
(INVESTMENT) (x2 Mos.

NET PROFIT)

i'szrce: R. M. Klein, "Fundamentzls on the QuickeShop
Food Drive-In®", Bulletin prepared by Hassmen
Refrigeration, Inc.,(St. Louis, Missouri),
Pe 4. (Mimeographod.)



wWhen th:c 7-Eleven operztors decide upon & new stoTe
locstion, tney ettem.t to ncve tane land owner construct the
building, and lease the storé to them, Otherwise, tney will
secure an option on the land and loc=te an investor interested
in buying, building, and leasing to them, The leasing ar-
rangement currently {s for 10 tp 15 years plus optioas.l2

This buy--build--lease arrangement is common in the
food industry. These stores are not constructed for a "fly-
by-night® operation. They are designed and equipped to
remain in business a2 long time, . The higch turnover rate of
these stores, made possible by policiee already mentioned,
enablcs the operator to use his cazpital efficiently.
Operators of tnese Bontam Supers state they have a turnover
rate of 28 to 30 times a year.l3 In =2ddition, = 109 average
inventory decreases the amount of storage.epace and fixtures
required for storing the merchandise,

Raepid turnover, and smoil storoge sp-ce do not '
guarantee that sales and profits.will be at an optimum level.

A large proportion of these Bentam Supers sales, however,

12000, an. alke, p. 53,
13a5ma11 Stores Counterattack”, op. cit., p. 29.



are in nigh profit items. "Typically, beer, bre d, milk,
and fce cream account ror about 25% of the store's voiume,."14
Tnese pfbduct Zrou )8 are &pove average gross Proliit proaucers,

- Furtnermore, most of tnese Bantam Supers rerrain from
engagilun: in compétitive practices which mzy reduce margins,
They do not use loss leaders, specizl pricing, or week-end
specialp, They attempt to compete with neighborhood grocery
stores, not eugerm&rkets."Consequently, 2. gross mergin in
excess of 20 per cent is achieved.

The return on investment in taese stores is quoted as

25 to 35 per cent, Some >f the 7-Eleven units azre reported
.to return 40 per cent., This stetement appears to be somewhat
exeggerated, but under favorable circumstances it could be

true., lMost Bantam Super operstor's are content with a2 26 to

35 per cent return;15

There is one fact which can not be minimized, these
stores are incressing rapidly in the Soutnwest 2nd Florida,
Smell chains which already have stores in oper:tiion are
opening more units each year, This gives mite testimony

that someone feels these stores sre profitable,

14Ih1d.’ p -‘ 27.

15“Small Store Counterattack", loc, cit.

w——



Qggggggg_advantgges”gg,shogglng in Bantam Supers.
These markets provide quick in and out shopping. They meet

the basic need for cnnvenience and speeld where supermarkets
can not 2éequately fulfill this need., Oonen 64 deys of the
year from seven in tae morning t- eleven at nisht, shopperw
can érive to, park their autos within thirtyesix feet of the
mercnandisc, sten in and cgmplete their shoppine in a few
mimites,

The modern zppeel, glamour, convenient locations, eand
extensive variety of items is unmatched by the average neigh-
borhood store, The layoat of these Bantam Supers is designed
to guarantee speed and ezse in shopping,

Altho.igh these stores can not compete with super-
markets s to price, they can, and do, compete with neighdor-
hood stores. The growth of Bantan Supérs adds weight to the
conviction that customers are not reluctant to pay a little
extrz. for convenience,

Resezrchers have found that a definite need exisfs
for this type operation. !r. E. B. Weisse, & merchandising
consultant for the Independent Grocers Alliance, reported
several attitudes of shoppers in a recent study. He states:

1. "The public wants to shop faster, ever faster."

2. "Tce public wants to be able to buy certain

items a2t any hour of the day, any day of
the week," '
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3. "The shopper who recuires just one, or Just
a few fill-in or emergency purchases is
inadecuctely cctered to in this_z2ge of
gigantic one-stoy store units,"16

SOMMARY, CHAPTER III

Currently the maJorIty.of Bantam Supers are located
south of the Mason-Dixon line, There are existing stores
in Texas, Oklahome, Florida, Califormia, Tennessee, Colorado,
and Missouri. There has been interest expressed in this
type store for, tne Kansas, fchigan, and Minnesota areas,
As to this date, however, construction has not started,

The average Bantam Super size is o0 feet by 40 fret.
Except for fresh meat, the basic stock carried almost
matches the supermarket for veriety. Fewer brands are
handled in these stores, since these stores stock from 1,800
to 3,000 1tems compared to a supecrmarket?s 5,000 to 7,000
items, |

Most of the Bentam Supers oper-te with 10 to 15 iear
‘leases, with rents ranging fron one and 2 half to two per
cent of sales. The average investment in land is 7,000
to $10,000, Investment in fixtures runs from $10,000 to
$12,000, Inventory in these stores is approximately $7,000,
Operating'confs vary consid?rably between units, but the

-

16ZE. B. Weliss, "Antomation, It's Here"

- Wholesal
Grocers News, Vol. 11, No. 9, (September, 1958), P. 19,
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avefege fangévis between 15 per cent and 18 per cent. Tne
turnover rate is an impressive 28 to 30 times a year, The
retufn on investment ranges between 20 per cent a2nd 25 per
cent, Average anmu:l sales are approximatelj $150,000,

As of this date only one large food chain (Grana
Union) is actively experimenting with the Bantam Super
operation. This st&re differs from its counterparts in
two respects; (1) 1t lacks parking epace, and (2) the
" store handles prepackeged fresh meat, obtained deily from
a nearby supermarket.

Current literature reveals that Super Valu, and
The Fleming Company are interested in this form of food store
operation. Both of these companies, however, declined to
comment wnen quesiioned aoout their proposed Bantam Super
operation,

There may be some far reaching implications of the
Bantam Super movement for the retail trade., The principles
that have brought public acceptance for the Bantam Supérs
can be applied to téns;of-thousands of small stores in 211
areas of the country. One definition seems to sum up this
operation very well; "an attemat fo capture the supcrmarket

opexrztion and reduce it to a2 smell arga'.lv

7
1 "Small Stores Counterattack", gp, git.s P. 29,
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For thé purpose of this study the Bantam Supers hewve

some important asﬁects. Certein principles may be adopted

to supermarkets and thus reauce their overall size, but

not reduce tnéir effectiveness,

1.

2.
Se

4,

5.

Oe

Complete and scientific utilization of both
seliing and storage space.

The reduction in rnumoer of brands nandled.

The use of specialized display -equipment.

The cooperation between equipment mamafacturers,
store layout engineers and merchandising men
can be used to improve interior store design.
There c2n be 2 reduction in labor expenses
derived from handling prepackaged pre-priced
produce and dairy items,

Customere are still attr:cted to the most cone
venient food store, Customers =re not only

attractedy but will pay & premium to shop there,

The same principles might also be used for future

superettes to im.rove thneir operating effectiveness,

53



CHAPTER IV,
POTLNTIALITIES OF THE SUPERETTE

This portion'of the investigation into the need for
& modern suverette deals with the votentizl advantages of
this type of tood store outlet., The information included
in this cnapter was obtained primarily from two‘sourcee;
(1) the most current published data from trade literature
was used for pertinent tactes and comparisons, end (2) corre-
spondence and bersonal interviews with executives in the

tood industry, which pfovided the latest thoughts on many
of the points discussed.,

~Information is offered 28 to the most current ex-
pension programs planned by the major food chains, and the
possible effects of these programs., The potentia;ity of
the modern superette is discussed under the following
categories:

1, Profitability of superettes,

2. Proposed operating areas,

3., Conversion of obgolete or uneconomicezl food
stores to modern superettes,

4. Concomitant aspects of 2 profitable superette
opereation,
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current expansion plans of food chains., A recent

survey conducted by the National Association of Food Chains
revealed that the mejority ot new stores are designed to do
more th:én one million dollars enmually. Forty-thrgg companies
operating 8,000 outlets supplied tne following information
when questioned as to whet sige supermerkets tney were plane

ni.g in terms o1 anticipated volume:

TARLE VIII™

-~

ANTICIPATED VOIUIIE OF N..W STORES PLANNED FOR 1958

ANNUAL SALES PER CENT OF CHAINS REPORTING
$1,000,000-=$2,000,000 ' 17%
2’000'000‘- 3.000’000 29%
3,000,000-~ 4,000,000 . 29%
4,000,000 and up 25
- . Iﬁﬁé

*
Source: "NAFC Survey Shows Trends Since 1952--
What Mey Be Ahead In 1960", Progressiv
Grocep, Vol. 36, No. 12, (December, 1957),
Pe 70
This inrormation reveals tnat any area which can not
support a million-dollar-a-year supérmarket will be served

either by older chain and independent stores, or by newly

constructed indepeundent stores.
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Assuming zdequate ;ites tor iarger supermerkets eaxe
not fOO'expeusivc and competitionu is not overly severe, this
is a wise move., Tne supermarket is tne most eificient and
p?ofitaoie means ever devised to sell food prodaucts, Obvi--
ously, volume holds the wiy to lower m-rgius ana competitive
prices,

o Several questionaole leatures of this million-dollare
~a-year minimum policy are immediately apparent, Not every
area ¢cen suoport superm=rkets. of tnis size., Consequeantly,
~ these food cnains are reducing the mumoer of areas 1in whicn
they can profitaply operate stores,

Tne average grocery dollars spent per Americ:n rémily
in 19%¢ was 837 aorlars.r To support a supermarke. vuogeted
at one million dollars anmually woulad require tane total food
purchaces of 1200 families, This fact z2lone does not appear
.to be too severe a limitation, One should consider, however,
that.other‘supermarkets also are competing for these families!'
food dollars.

The typical new supermarket opened in 1956 was

in direct competition with two other supermerkets. :
In 1957 the typical new supermarket faced competition
from three other supermarkets, Of particular note '

is the fact thctl saome 25 per cent of the new super- i

markets opened in 1957 received competition trom

five or more other supermarkets, compared to eight
per cent of the units opened in 1956 ,<

-

larrue Look 2t the Super Market Industry", 2.
Merket Merchandising, Vol. 23, No. &, (April, 19887; B. 102,

Z"Facts About Cuper Merkets Cpened in 1957%, Published
by the Research Siaff of the Supgr Morket Inetjtute, p. 8.
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The share of the total food business which each store
can expect to attruct also has to be consicdered in light of
this million<dollare-a-year minimim policy. A food chain
which usually can expect to attract 25 per cent of the total
food store volume, will be limited to areas containing at
least four million dollars of total food business, Should
the potential trading area contain only three and one-half
million dollars in total sales, the operator must either
increase his share of the total volume, seek locations else-
where, or operate an unprofitable étore until food volume
increases,

The expected share of the total food store volume
veries between different food chains, This expected share
also varies within a chain, depending upon the size of the
trading area, Table IX represents the share of total food
store volume which one éajor chain estimates it can obtain
from different size cities,

TAHLE IX

SHARE OF TOTAL CITY FOOL STORE POTENTIAL
(Cities up to 50,000 population)

b

g}

OPUTAT[ON

Up to 5,000 10,000~ 15,000~ 20,000~ 30,000~ 40,000~
9,000 10,000 15,000 20,000 30,000 40,000 50,000

Ra , )

H"{aﬁ"g 68% 58% 50% 34% 29% 29% 24%

Low 14 ” 6 9 "9 4 4

Medium 3§ 27 21 17 17 13 13
. :

Source: Company name witheld by request,
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The information given in Table IX, page 57, would
tend to indicate that this particular food chain can not
expect to profitably operate a millionedollar-a-year super=
market in a city of less than 10,00C populstion, unless it
can obtain 44 per cent of the aveilable food business (10,000
divided by 3,69 X 2837). The chain's median figure in a town
of 10,000 would return an asproximately weekly volume of only
$12,500, This is considerably under the millionedollarese
Year minfmum, This pariicular food chain, except in only
thé most favorable instances, c¢zn not >rofitably operate new
supermarkets in areas where 50 per cent of the nation's pop-
ulation lives and trades, Other food store operators obtain-
ing similar shares of the total food volume are in the same
situation,

As previously stated, 1if supermarket sites are availe.
able at reasonable prices, and competition {s not overly
severe, fewer larger stores are more economical than many
small inefficient stores.

The extent of competition end the expense of
available supermarket sites has given definite
evidence that opportunities for successful new
stores are narrowing. Competition among super=-
markets is concentrated largely in metropolitan
and suburban areas., Currently, towns of 10,000
to 100,000 are also approaching a simi{lar cone
centration, Because of the growing numbers of

sapermarkets in highly populated centers many
operators, particularly'1ndependents. are begin.
ning to build smeller,  but none the less complete,

supermerkets in smajler towns, ang finding sub-
stantial sales and profits,3

3"Ammal Report on Food Retailling®, op. git., F-3.
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Prgfitabirisx of supgqrettes. There are no general
economic laws, or principiea which state that food stores
budgeted to obtaln sales less than one mill{on dollars
anmualiy are unprofitable, Table X, on page 60, is an
industrye-wide operation statement for éuperettes doing less

than one million dollars anmeally,
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 TARLE X©
INDUSTRY-WIDE FOOD STORE OPERATING STATEMENT

AVERAGE ' . OVER

WEEKLY SALES $10,000--15,000 $20,000
Sales
Groceries 68.76% 64.96%
Meat 20,95 24,22
Produce -10.29 10,82
Total Sales 1%5:55% 100.00%
Gross Profit
Groceries 16,31% 15.90%
Meat 20.08 21.62
Produce 8,21
Iaoo.o"o% 100,002
Expenses . :
Accounting 127 17%
Advertising 1.04 <387
Delivery Expense <08 «06
Depr. & Leasehsld 68 o73
Dues & Subscriptions .04 - «01
Frefight .96 «60
Fuel .06 06
Garbage Dieposal .02 01
Insurance Expense 17 17
{:&egest Expense el4 10
ndry 10 . 12
Light, Power, Water 59 «48
Rent/bldg. Expense <86 1.01
Repairs .16 12
SalaryeGrocery 2.7 2.83
Meat . 1.62 1.91
Produce 71 .87
Service Iee=-Grocery 1l.21 1,04
Meat 27 , : o224
Supplies «89 .82
sundry 13 ol
Taxoa-Payroll .18 21
Personal Prop. «105 . 12
grtdigg Stamps 2,03 2.02
elaphgne 06 0
Total Expesunses 15,157 TL.73%
Operating Profit 3.17% 4,03%
Owneg's Salary
Withdrawal 1.267% 2787
NET PROFIT ' 1.91% 3,26%

*Source: "Facts in Grogery Distrd n 1957 Iﬁwon,
Pablished hy Fosgramaire bEsonr 32



This industry-wide operating statement coes not
reveal that food stores which operate at less than one
millién per ye:r are unprofitable, The figures do reveal
that superettes do not return as hich a net profit figure cs
supermarkets with sales over one million per year,

Several successful innovations possibly could be in-
corporated into 2 new correctly designed superette, which
would have a favoruble effect upon over-211 efficiency and
net profit. A superette designed expressly to operate at
a sales volume below one-million-dollars-a-yezr might

approach the large supermarket in net profit returned.

Inventory control and spzce allogcation. The avercge

sale per square foot in 1957, for stores in the superette
category, was 32.79.4 A reduction in the number of items
stocked, which did not jeopardize sales, woula allow an oper-
ator to reduce the necessary amount of selling =nd storage
space, This reduction in space would inc:ease the szles per
square foot,

hPewer ftems, stocked at thg same sales volume would
increase the rate of inventory turnover, Increased stock

turnover would allow an operator to utilize his czapital more

efficiently.

‘Ib‘QQQ Pe 10,
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The question is: Can an operator reduce the number
of items nancled to -such a8 point that a significant amount
of building space can be eliminzted without Jeopardize sales?
An experiment in the Indianapolis Division of the Kroger
Compeny indicated that this c¢an be accomplished. 614 items
were eliminated from a store withoit adversely affecting
sales,

Many duplicating fitems were eliminated-e

98 canned vegetables, fruits and Jjulces
were cut, including 10 corn items, ZEntire
1lines were cut out--as an example--only

one complete line of baby food was stocked,
eoseSixteen dessert items were cut out--39
items in the oil, dressing 2nd syrup line
throughout the entire store.

Further space aaviﬁés were accomplished by eliminating
excess fixtures. The number of checklanes were reduced fyom
four to three. The amount of space used for cigarette dis-
pla,; was reduced. A reduction in frozen food inventory
was accomplisned by eliminating one 12-foot display case.

After tne changes were studied, the Kroger Company
felt that a store could constructed to maintain the same
volume, but with a 12,6 per cent saving in building regquire-

ments and 16 per cent savings in inventory needs,

5"Suggested Merchandising of 9,000 Sq. Ft. Stare With
$20,000 Sal-s Budget", Unpublished report, from the Kroger
Company, Cincinnati, Ohio, (Undated), p. l.
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Two features of this space reduction process are
characteristic of the previously discussed Bantam Super
oécration., These features are the reduction of duplicating
{tems, and the use of taller, and narr-wer shelvine. The
application of tnese features would tend to indicate taat at
some of the Bantam Super techniques ean be incorporated into
larger stores to improve their operating effiefiency.

There is no information offered as t» whether any of
these éhanges would have a posit{ye effect upon net profit,
The Indianapolis‘DivieIOn drew five general conclusions at
the end of this study:

1. The plan increased grocery sales.

2. The plan increased grocery gross profit,

3. The plan increcsed effielency in stocking.

4, The plan improved presentation of product,

5., The plan increased tne rate of grocery trunover.S

Tne Kroger Company used:many of the techniques revealed
in this study in planning a new store for Paris, Tennessee,
This store, and its particular problems, are more fully

covered in another section of this chapter,

s
Ibid., P. 3o
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PRUOPOSED OFEPATING ARZ:S ¥FOR SUPERZTTES

Densely populated metropolitan arezs, Good new super-

market locations are becoming increcsingly difficult to

obtain. Densely p»populated metropnlitan zrezs may serve 2s

a future area for expansion.

Until now relatively little has been done by
food retailers t) meet the needs of shoppers
in urban neighborhoods. The trend has been
toward larger and larger units, carrying more
and more uerchandise, and because sites for
such stores can seldom be found in highly
developed city areas, supermarkets hav9 grown
chiefly in the less congested suburbs,

-

Since many smaller stores now serving metropolitan
areas date from pre self-service deys, a modern superette
might well usher in a new era of shopping couvenience,

The H. C. Bohack Company, of Brooklyn, New York,
opened a completely modern superette in a nighly populated
part of Brooklyn in February, 1958. This store is called
the C=1. The store has 3,619 sq. ft. of gelling area and

3,619 sq. fﬁ. of storage and processiﬁg space in the basee

ment, a totcl of 7,238 sq. ft.

The stqre which was first conceived by Vice
President Henry C. Bonack, is an example of
'‘necessity beirg the mother of invention'.
A relatively small store, compared to the
10,000-+12,000 feet supers we have been
opening lately, it was tae only space awvail-
able in tue 2rea. When the company decided
to lease the property it was decidea tnat
innovations would be negesaary in order

to make tone most of it.

97
. Food Topics., (Angust 19, 1957), p. 16.

Ync-1 Sets New Mode for Speed Shopping®, Bohack's News,

Pubéiehed by He Ce Bohack Coey INncCes (McT s 1988),
Pe .



Tnese innovations include using Bb'inch shelving,
mirtti-tiered (four-level) produce, rmeat and dairy cases,
shelving superstructure over the frozen food cases, Teduced
aisle and basket cart width, narrower end shorter‘cheéklaues,
100 per cent prepackazed produce and meat operations, and |
reduction of duplicating grocery items.g

Although it is still too early to draw any definite
conclusions from this operation, severzal general points can
be mzde:

l. The store is located in an =rea which will not
support the “"typical"” new su :ermarkets constructed
today.

2. The store is serving a useful purpose in a par<
ticular location,

3o Without the development of modern, efficient
space-saving store equipment and fixtures,
construction of this economical superette would
not have been possible.

4, The store was designed to fit a particular need
in a particqlar place, .

Recent correspondence with Mr, Edgar H. Stone, Vice

President of the Bohack Company, reveals that *business 1§A

holding up nicely, and at the present time we have no regrets

Ibid.
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that we tried ti.e experiment, Wwe plcn to open & second
store, the C-2Z, in June in another part of Brooklyn where
conditions are eimilar'.lo.

The metropoiitan New York City area will soon have
two modern superettes, the Bohack Companies' Cel and C-2.
If these storeé are successful thie movement may spread to

other densely po?ulated netropaliten areas,

Rural populstion areas, The last complete J.S. Census
of Population stated that the avérage family unit consisted
of 3.69 persons.ll_ A treding area composed of 10,000 pop=
ulatior would contain approxiﬁately 2,700 f2mily units, Using
thg industry average of $337 enmual food purchcses per family,
the total food business avaiiable would be $2,260,000.12

As noted in Table VIII, on page 55, 8 food store oper-
ator can not usually expegt to attract -1l of this business,
The most favorable estimate for oﬁe~1arge éhain is 858 per
cent of this business, or $1}310,QOO. Few operators would
gamble on obtaining this maximum figure. "The usuzl procedure
would be to budgét a food'etore at the median figure, and

attempt to obtain the mz X imum chare over a period of time,"13

Ibid.

ll"General Charscteristics of Familieg"» Washington
United States Department of Commerce, (November 28, 1951),
‘P 1. : ‘ ,

12"True Look at the Super Mzrket Industry”, loc. cjit.

13Personal interview with Paul Harn, Real Estate Mane
ager, Detroit Division of the Krocer Company, (May 14, 1958).
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Following this logical "rule of thumb" an operator
would expect $610,000 anmual sales (277 X %2,260,000), from
a trading area of 10,000 population, The store would be
budgeted to obtain approxim:tely $12,000 to $15,00C per week,

The investigator could not -discover any food chazin
interested in constructing a new store to obtein this limited
volume in a rursl area. Research did indicate thatAthe
Kroger Company is experimentins with a modern fond store
located in a town of 8,800 population,

This store is budg=ted to obtein $20,000 per week,
which would indicate that tne store is attracting customers
from beyond the town's corporate limits, or that Kroger's
share of tne total business exceeds 50 pér cent,

Three aspects of this proposed store are of value
to this particular investigation. They are: |

| 1. It §8 an attempt ' by 2 major food chain to expand
into lower populated areas with a modern food store.

2. Space saving techniques are proposed to redubo

over=sll space requirements,

3. Innovations in store construction have been

recommended to reduce the total building cost,
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The state of Tennessee has only 16 cities with a
population exceedirg 11'.000.14 A food chainvwhich can not
profitably operate stores 1n.areas of less than 10,000 pop=
nlatioﬁ is therefore severely limited in expanding in this
particular area. )

The construction of a modern scaled-down supermarket
in a town of 8,800 population indicates that the Kroger
Company feels expansion ¢en be made in some of tnese arees,

It is interestiug to note that the Kroger Company did
not construct their "standard" $20,00u dollar per week store
in Paris, Tennessee, "Under normal conditions a 10,000
" square foot store is required to obtaih 320,000 wegkly pales.‘ls
Using the spuace saving techniques revealed in tne Indianapoiis
study, a store of 8,100 square feet was designed for Paris.
Tennessee., This wes a saving of 1,900 squa:e'feet from the
"standard® $20,000 per week store. .

The Paris, Tennessee Qtore is 80 ft. X 110 ft, The
store has three mechanical checklanes instesd of four. The
frozen food cases are'equipped with snelving superstructure,
Milk is sold from & weil ecooler which reduces the number of

dairy display cases.

14Rand McNally Atlas, State of Tennessee, (New York:
Rand MeNzlly Company, 1957 ), PPe 36-37,

5 )
Personal interview witn Mr, John Hassel, Director of
Store Planning, The Kroger Company, (April 4, 1958),
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The number of competing grocery items has been reduced
in accordance with the principles used in the Indianapolis
study. This stock reduction has aided in reducing the amount
of shelf space. Stric{ s)ace alloczation programs are used
to minimize sp:ce requirements,

The Paris, Tennessce store is of interest beczuse it
is 2 modern scaled-down supermarket designed to serve a
limited trading area; The store élso provided some interesting
information on metnods 1o reduce building costs,

"There hes been from time to time some interest
shown in the idea of 2 low cost store'buildlng for application
in some of thne smaller towns in wnich tne Lroger Company
operatea."16 The Memphis Division ot this company is using
the Paris store as a basis for &« stucy into methods of
réducing building costs,

This study revesled that savings in excess of two
dollars per squaore foot could bé‘haae without increasing
future maintenance costé, and appreciaoly detracting from
the appearance. This two doliar reduction represents approxi-
mately 20 per cent decrease in previous construction costs,
For example, tne use of all cemeunt vlock eonstruction, instead

of cement block end orick tacade, reduced building costs 40

161514,
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cents per square foot. Over-all tmere were 12 geparzte cost
saving innovations ior this particuler store design. These
savings wnen comoined totaled $2.08 per square foot,

The savings obptained thrOuéh more efficlent utili-
zatiou oxr space, and the reduction 5r building costs ansuld'
enable the Kroger Cémpany to reduce the fixed exnenses in
this store.

The "standard" 10,000 square foot store in this part
of the country would have cost the Kr?ger Cbmpany $90,000,
(10,000 sq. ft. X $9.00 per sq. ft. building costs).l? The
newly designed store would cost 256,700, (8,100 X $7.00 per
8qe. ft. buildings costs). This is a saving of $33,300, or
37 per cent over the “atandard*”siore model,

The application of lower cost construction principles
could be used in designing aﬁ efficient superette, Lower
cost buildings would reduce the required investment in these

stores, and shaould.imprave. the oversall profitability.

Prefabricated lower cost buildings. Operators of

low volume stores have recognized the need for lower cost
buildings for some time. IGA has been using prefabricated
buildings for several years. W. H, Longenbaker, Director
of Store Engineering for IGA, actively encouraged members

to erect prefabricated food stores as early as 1956,18

Ibid,

law H, Lon
« He genbaker, Butler Metal IGA Eoodlineg Building,
A report prepared for IGA Wholesmler, Chicpgo Ill1inois, llgsoi,
Pe 2, (Mimeographed )
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Red and White Corporation is offering its retailer
members huilding olans for supermarkets using pre-
fabricated steel, rigid frame supports and roof
beams 25 the building frame.
Two models are being offered initially. One 13 a

5,000 square foot stor fé end the other is an 8,000
square foot operation. '

THe Kansas City Division of the Kroger Company has
given these prefabricated buildings some consideration and
is planning to erect one during the coming yoar.zo

Prefabricated buildings offer several distinct ad-
vantages to the‘superette operation, They are:

1, They cost less to érect.

A 7,200 square foot food store érected
to Kroger specification in the Kansas
City area woild cost $7.95 a square foot,
A conventional type food store of the
same size would cost bftween 810.00 and
$12.00 a square foot,.”2

2. Time is saved in constructing and finishing these

- stores, They can be open and in operation in less

time than is necessary for the conventional buildings,

3. Prefabricated building can be easily expanded to

ad Just to increased business demands,

9Sugermarket News, (September 16,‘1957)’ De 324
2°R. F, Coffin, Real Estate'ﬁanager, Kansas City

Division.of tie Kroger Company, personal correspondence.
(June 3, 1958).

2lryiq.
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4, A wide varicty of external finishing méteriala can

be used to gain a distintive aopearance, A store
could be finisned in wood, glass, stucco, brick,
metal panels, or 2 combination of these materials,

A muperette doss ﬁot necessarily have to be constructed
in the same manner as a2 15,000 square font supermarket; EX-
tensive use of steel and mesonry may not be needed in a
superette. Research tends to indicate that a superette would

be more economical, and profitable, if it deviates from es-

tablished higher-cost building policies,
REMODELING OBSOLETE OR UNECONOMICAL STORES

Many current stores are obsolete! or uneconomical
to operate in spite of good locations and relatively low
rentals. These stores might be converted into efficient
and profitable superettes by incorporating modern space
saving andvmerchandising techniques.

A high percentage of food stores ih opefatioh were
constructed ten years ago., These stores usually are well
located, énd are enjoying lower rentals than their modern
counterparts, |

Forty-six per cent of the Kroger stores in operation
were constructed prior to 1949, These stores contribute

28 per cent of the company's sales, and 24 per cent of the



73
company 's net p:‘of‘itz.'{’z2 The investigator could not ouwtzin
the same detailed information from other large food chains,
but the situation probably is somewhat similar.

Refurbishing of older stores, ranging from
repainting to refixturing is part of the

standard operational procedures of the larger
operators, _

This is considered merely good operations, to
keep older stores competitive. A good deal

of thought is being given by top management

to keep the five and ten year o0ld markets

up to snuff so they wiil be &ble to stand up
under the onslaught of the shiny new competitors,
In many cases, remodeling is the best path avail-
able to the smaller operators to keep his mnarkets
in the heighteniuag competitive race. And meny
are actively taki.g this route,

The New York Division of the Safeway Comzany recently
remodeled one of their older, obsoléte stores in metropolitan
New York City and enjoyed considerabl- success, The store
was only 3,400 square feet. The location and rental con-
ditions both were conducive to remodeling. Rebuilding was
out of tne question, because land costs in this densely
populated area were prohibitively high,

It took Safeway just over two weeks to remodel
this unit., First, modernized lighting was put

in to give the store a brighter, cheerier appear-
ance. Second, tne store front was given an

22M’1‘. John Hassel, personal interview.

2:"Sugermarke'r,_I\Tgwe, (June 2, 1958), p. 16,
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attractive design in glass and wonod that told
customers that they were getting modern merchand-
ising, Third, perishables were given added space
and modern handling. Fourth, air conditioning

was installed.

Frozen foods were given one of the bigzgzest space
increases in the store. From an old-fashioned
six-to~eight food case, this department wes ex-
panded to about 40 feet, 1Ice, cream was added,
a8 were frozen poultﬁx, and 2 wide range of
frozen specialities,

Many of the improvements in this store are suggestive
of the Bantam Super operation. The amount of Space'for
frozen foods was greatly increased., Produce, and meat are
sold from multi-tiered display cases, The oven multi-tiered
dairy case was supplimented with = wall case for fluid milk,

Thoughout the store lines-were cut. back to
allow for greater variety. This cut back
also provided the zdditional space needed
for better perishable merchandising. Slow
sellers were g%iminated, and brand facings
were reduced,

The techniques used by the Safeway Company may be an
indication of what can be achieved by other companies with
similar older, obsolete stores., 1In the long run, an operator
may find it cheaper to modernize an established store than

to completely withdraw from a trading area,

24'Safeway Remodels Small Store for Volume and Profit*,
Chain Store Age, Vol. 34, No. 2, (February, 1958), p. 74.

251bid., p. 106.
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CONCOMITANT ASPECTS OF A PROFITABLE SUPERETTE OPERATION

Maintaining chain representation and growth. One of
the current questiéns which faces the food industry is a
method of maintaining growta, and expansion,'in the face of
increasing competition, Most large -food chains have rathgr
clearly defined opérating areas, Expansion beyond these
areas can sometimes be a costly gomble,

Some critics are concerned about chains moving
outside tneir traditional territories, and up~
setting the competitive balance in the new ares,
Frequently the invader does not chalk up the
business he expected, they say.

An example, cited by Iowa retaillers, is Hinky
Dinky's invasion of Des Maines, The Omaha

chain did not fare as well as it had anticipated,
the Iowans report.

Similerly, Virginia independents say that Giant
Food, of Washington, is taking a beating in its
lone Norxrfalk store.

- The same story is related of Long Island; New

York, scene of a multiple invasion by ‘'foreign'

chains, among them American stores, and First

National. Some New Yorkers claim the outsiders

have not done as well as they expected.ZS

Expansion is necessary in the highly competitive food

industry, since to stand still is tne same as going backwards,
Over-expansion, or unwise expansion, however, can also be

. hagardaus.

®®supermarket News, op. cit., p. 20
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The superette may serve the purpose of aiding an -
operator to consolidate an orerating area before seeking
greater outside expansion. Tiera appear to be some advantages/
tno this consolidation over tne aut of an area_expansion
mov2ment. They are:

1. More efficient use of transportatisn facilities,
Obviously, milage =nd driving time would be less
wnen operating within a more limited area, Partisl
'deliyeries possibly could be "dropped off"™ to
superettes as trucks proceded to larger stores in
an arez,

2. Advertising should be more effective because the
coverzge would be more concentrated within an area,
This would be especially true of costly telgvieion
advertigsements,

3¢ Good=will and reputation is already established,
oot with suppliers and; more important, with
customers. |

4. A greater concentration of modern food stores

* reduces the vilnersbility to eompetition., The
greater coverége a chain hes #ithig an area, the
less the possibility of "outside™ competition
moving in,

5. Volume would be spread over a larger base, ratner
than concentrated into fewer, more vulnerable, units,
A correctly designed, well located superette should

be less vulnerable to competition than many supermarkets,
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One important point in designing =

superette for limited family 2reas

is to build a store small enough to

handle 211 tne available business--

and large enough to make it impractical

for a competitor to match the size.
As noted in Table IX, on page 57, an operator can
expect to draw 8 mch larger snare of the féod
volume in a2 less populated town than in the larger
cities, and thus leaving a2 reduced share of tae
remaining business for "invading" competition.

6. Instead of closing smallef stores,'and withdrawing
from an areaz, anroperator may still be able to
retain profitable representation. Remodeling
older stores, or replacing them with modern super-
ettes, maintains customer shoppilig habits, Reo"
taining present customers is usually less expensive
than attemyting to drzw new customers in a "virgin®
aresa, |

Food chains realize that a gre«t deal of time and

money are neceséary before becoming fu11y established in a

new area, Ratner than invest this substantial amount cf time

énd money tae operators‘have attempted to buy, or merge, into

27" Seven Steps to Big Business in a Small Town",

g in Sto;e &., Vol. 310' No. 7, (Jﬂly. 1955), Pe. 78.
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a new operating area., Obviously, buying into an area is less
expensive than building into it. Buying existing stores
serves to buy customer patronage, =s well as an outlet for

expansion,

Training loc2tious for future store managers. The

men who are managing the large supermarkets of today received
the Pulk of their experience managing smalier stores, Few,
if any, men are given the responsibility of managing a multi-.
million dollar a2 year supermarket without having previous
managerial experience,

The investigator cénwcite no .statistics, facts, or
published opinions which indicate that a manager of a smaller
store has more knowledge than an assistant manager of a large
store. Five years of observation of tne methods of_one large
chain, nowever, has 1ﬁdicated that all large supermarket
managers were previously store managers, before being assigned
to a large supermarket,

A superette operation, if feasible in regard to over-
’all-profit structure, would continue this obviously successful
training method. A man wqyld have the opportunity to manage
a store In his'own right, before given tne responsibility of

of 2a multi-million dollar supermarket.
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SUMMARY, CHAPTER IV,

This chapter discussed some of the zdvantages of
of operating a superette which can ?rofitably exist in
areas which will not support a supermarket,

There are‘many areas in the nation which can not
support.the larze supermarkets constructed tdday. Generally
speaking, tnese areas fall into two classifications; (1)
densely populated metropolitan areas which are cuaracterized
by high land costs,.and (2) lower populated rural areas which
do not contain adequate family units to profitably support
supermarkets,

Recent developments tend to improve the potentiality
of these superettes. A study conducted by tne Kroger Company
in Indianapolis indicates thaq inventory and shelt space
can be reduced without reducing sales, This would indicate
that stores ¢an be scaled-down in size without seriously
affecting total sales. Thne Qtudy also}revealed that both
presentation of product, and efficiency in stocking ocan be
improved, .

- The use of lower cost tuilding materials, and pre-
fabricated buildings can be used in design1n¢ superettes,
Lower building cost should increzse the profitability of
these lower volume stores., The lower cost store building

can be both functional and attractivb.
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Lower volume, obsolete food stores may in som= cases
be converted into modern, efiicient, and profitable supereftes.'
The Safeway Company, in New York City, recently found tnis
conversion both possible and profitable,

Superettes woulc allow a food 6hain to concentrate
operations within its territory, These stores could fill-in
areas wnicn will not support eupermarkets, and'contributo to

over-all sales, profits, and operating efficiencies,



CHAPTER V.
SUMMARY AND CONCLUSION

Since tne early 1920's the size of food stores has
been gradually i.creasing, There have been two iadical
changes in food retailing which have affected the size of
stores, The first change was the combination store. The
second‘wés the revolutionary supermarket,

Since the end of World wWar II the average size of new
food Btores constructed, both chain and independent, has
been rapidly 1néreasing. The size of these post-war suﬁer-
markets has necessitated increasingly larger trading areas
to support them,

The growth of new supermerkets has been in areas where
there are sufficient family units and rezsonable land costs,
Competition for the food business in these "choice" areas,
however, also has been rapidly increasing. This competition
ecan be expressed in two waysy (1) the number of competing
supermarkets in an area, and (2) the mumber of family units
available per supermarket. Both of these criteriz indicate
that supermarket competitioﬁ is at the highest rate in history,
Current expansion plans disclose that this competition will

become even more severe between supermsarkets,






82

There are two generzl areas, however, which are not
greatly affected by this supermarket competition. The first
is the areas which lack the necessary family units to support
e supermerket. The meny low populztion rurzl towns in our
nation compfise this category. The second general area is
the densely populated sections of metropolitan cities. High
land costs usually prohibit the construction of supermarkets
in these areas,

The increase in competition between supermarkets, snd
the inability of certain.areas to_gupport supermarkets may:
indicate that the time is £ipe to investigate the potentiality
of the superette-type food store.

The superette could operate in areas which could'not
pupport the aupermafket. The superette does not require as
many-family units, or as mich building space as does a
supermarket, |

In the past superettes, as a class, have not been
as profiteble as supermarkete, This is one of the primary
reasone why food chains have shown little interest in them,
Recent studies indicéte that innovetions in store design
and construction, however, might improve the profit,structure
of these smaller stores.,

With the reduction in brands nandled, inventory contrdl,
and better space allocation, studies disclose that stores can

be reduced in size without reducing sales. Inventory turnover
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and gross profit can be improved. Grocery stocking efficiency
énd product presentation can also be improved. All of these
factors should improve the profit structure of the superette.

Merchandising techniques, and operating procedures
adopted from the Bantam Supers could imorove superette
effedtivenées. Complete utilization of both selling and
storzage sp:ce would reduce the necessary size of store
buildings., The reduction of duplicating brands would have
a favorable effect on inventory turnover., The use of speciale
ized display equipment could.be ﬁsed to great adfantage.

Recent studies in reéar§ to stgre building costs, and
innovations in prefabricated buildings could be used when
designing future superettes. Results obtained by the Memphis
Division of the Kroger Company indicate that construction.
costs can be subatantiaily reduced., These reductiong in
building costs woﬁld tend to improve the profit structure
of the superette,

Operators of low volume stores have recognized the
ﬁeceahity of lower cost store buildings for several years.
'IGA, and the Red and white porporation, endourage'their
ﬁembers to use ﬁrefabricated buildings. These buildings have
certain adventages over the conventional store unit now
constructed by the major food chains. These advantages should

tend to improve the effectiveness of 2 modern suverette,
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Meny current stores are obsolete and umeconomical to
operate in spite of good locations and relatively low rentals,
| Some of these stores might be converted into efficient and
profitable superettes by incorporating modefn space-gaving
techniqués and merchandising methods, In the long run, an
operator may find 1t cneaper tg'modernize an established
store than to completely witndraw from an area,

Superettes can help a food chain reap a richer
harvest from its operating territory. .Locatione which can
not support a supermarket may serve s a profitable location
for & modern superette. Conéentration within an area may |
have some advantages over the out-of-an-area expansion pro-
gram. Advertising and tramsportation facilities may be
used more effectively, good-will doth with éustomera‘énd
suppliers have‘already been established and B greater cdn-
centration offmodérn food stofes reduces the vulnerability

to "invading® eompetition,

CONCIUSICN

~

The purpose of this study was to investigezte the
need for a suitably‘designed superefte which may be prafit-
ably operated by a food chain, An investigation of this
type evokes many controversies because it is opposed to

the ocurrent trend of bullding bigecer and bigger stores.
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The investigator has noted from convcrsz.tion, and corre-
spondence that many men in trke food industry plvre too much
stress on the hypothesis that tne smaller store, somewhat
limited in the number of items carried, is a thing of the
vast,

The investigator states tnét some locales are ideally
geared toward a smaller store, while others are ready for a
' large supermarket, The signpost, or limiting fact to be
followed is the profit to be obtained by the size of the
store taken in conjunction with tne locale, and the sales
picture. _

Not every area now, or within the foreseeable future,
can support a supermarket, Many of these areas are within
a chain's operating territory. Food business exists in these
ereas, and yet construction policies, minimm sales poliocies,
and current trends proh;bit most chéins from operation
in them.

The invesfigator heard, and read on repeated occasions,
the statement that "acecording to present policies we can not
profitebly operzte a store in such-and-such 2 town", or "our
present minimim store size is 10,000, 12,000 or 16,000 square
feet®, Recent literature, in many cases, does not even report

operating figures for stores doing less than $20,000 per week.
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Impressive figures can be cited which prove thzt
"gccording to present policies®™ a store can not profitably
operate with szles less tzsn $720,000 per week, The investi-
gator has no quarrel with these figures, The only quarrel

is with the "presenf policies".

Ve live in a changing universe in which evoluytion

is a besic lawe. The business which cennot adapt
itself to an altered environment is a2 business whose
prosperity will vanish as conditions change. One
of tne fundamental tests of business leadership is

the ability of that leafership to adapt the business
to chenging conditions,

The investigator czn not positively state tnat the
modern superette will become an important segment within
any chain organizction, The point to be made is that the
superette does have certain potentislities, and cen fill

a partieulaer need in 2 prrticuler lccztion,

~

1Opinion expressed by Mr., Joseph B, Hell, President
of the Kroger Company, 28 part of the Tobe Lecture Series,

at the Hervard Graduate School of Business fdministyation,
Boston, Messachusetts, October 31, 1957.
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