
© Kantar Retail 2016

1

Navigating the Supermarket Channel -West Coast US

John Rand, SVP

Regional Grocery Forum - West

October 2016



© Kantar Retail 2016

501 Boylston St., Suite 6101, Boston, MA 02116 

T: +1 (617) 912 2828 

howard.zimmerman@kantarretail.com

No part of this material may be reproduced or transmitted in any form or by any means, electronic or mechanical, including 

photography, recording, or any information storage and retrieval system now known or to be invented, without the express 

written permission of Kantar Retail.

The printing of any copies for backup is also strictly prohibited.

Disclaimers

The analyses and conclusions presented in this seminar represent the opinions of Kantar Retail. The views expressed do 

not necessarily reflect the views of the management of the retailer(s) under discussion.

This seminar is not endorsed or otherwise supported by the management of any of the companies covered during the 

course of the workshop or within the following slides.

Copyright © Kantar Retail 2016. All Rights Reserved.

2



© Kantar Retail 2016

3

1 Exploring the West Coast  Retail Landscape

2 The Albertsons Companies 

3 Zooming In: Regional Focus 



© Kantar Retail 2016

US 

Rank

2016E

Sales

Retailer 2011  2016E 2021E
CAGR 

('11-'16E)

CAGR 

('16E-

'21E)

2011 2016E 2021E
CAGR 

('11-'16E)

CAGR 

('16E-'21E)

2016E 

Sales

2016E 

Sq Ft

1 Kroger $84.1 $112.6 $140.0 6.0% 4.5% 143.9 171.0 179.3 3.5% 1.0% 59.4% 53.4%

2 Albertsons Market (LLC) $40.6 $56.5 $57.4 6.8% 0.3% 82.4 110.2 110.2 6.0% 0.0% 29.8% 34.4%

3 WinCo $4.6 $6.6 $8.8 7.8% 5.9% 7.4 10.1 12.2 6.4% 3.7% 3.5% 3.2%

4 Save Mart $4.7 $4.7 $5.0 0.3% 1.1% 10.9 10.7 10.7 -0.5% 0.1% 2.5% 3.3%

5 Stater Bros $3.7 $4.0 $4.5 1.8% 2.3% 5.8 5.9 6.1 0.5% 0.7% 2.1% 1.8%

6 Raleys $3.4 $3.2 $3.3 -1.1% 1.0% 8.1 7.3 7.3 -2.2% 0.0% 1.7% 2.3%

7 Bashas' $1.5 $1.8 $1.9 3.5% 1.5% 4.3 5.0 5.1 3.0% 0.6% 0.9% 1.6%

Total West US Supermarkets * 142.5$  189.5$ 221.1$  5.9% 3.1% 263.0  320.2  330.9   4.0% 0.7% 100% 100%

    KR Top West Supermarket Retailers Sales (USD billions) Square Footage (millions) % of West Totals
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Retailer Overview

Kroger and WinCo leading the race in sales growth rate

Source: Kantar Retail analysis

* Total of this sample of top retailers only

Ratio of sales to space always a strong indicator
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Western Grocery Retailers Stable

But only Kroger and WinCo exceed channel average growth rate

Source: Kantar Retail analysis

For comparison the forecast for supermarkets nationally 

is a CAGR of 4.1%

Kroger $112.6 Stable 4.5% Leading

Albertsons Market (LLC) $56.5 In Flux 0.3% Lagging

WinCo $6.6 Stable 5.9% Leading

Save Mart $4.7 Stable 1.1% Lagging

Stater Bros $4.0 Stable 2.3% Lagging

Raleys $3.2 Stable 1.0% Lagging

Bashas' $1.8 Stable 1.5% Lagging

Retailer
2016E Sales 

(USD billions)
Status

CAGR              

('16E-'21E)
Growth
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Store Growth Minimal Growing 0.4% CAGR 2016E-2021E

Source: Kantar Retail analysis
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Top Western Retailers to Add $31.5 Billion in Sales Through 

2021E

Source: Kantar Retail analysis
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63.3%

28.5%
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Kroger Will Account for 86.9% the Sales Added by Top 

Regional Chains through 2021

Source: Kantar Retail analysis

Finding above average growth in most Western 

conventional supermarkets will be difficult

Rank % Sales Added (US West Supermarket Sales-Supermarket Format Only)

1 Kroger $112.6 $140.0 $27.4 86.9%

2 WinCo $6.6 $8.8 $2.2 6.9%

3 Albertsons Market (LLC) $56.5 $57.4 $0.9 2.8%

4 Stater Bros $4.0 $4.5 $0.5 1.5%

5 Save Mart $4.7 $5.0 $0.3 0.9%

6 Raleys $3.2 $3.3 $0.2 0.5%

7 Bashas' $1.8 $1.9 $0.1 0.4%

$189.5 $221.1 $31.6 100.0%Top 7 Total

`
Sales 2016E                      

(USD billions)

Sales 2021E                  

(USD billions)

Sales Added                  

2016E-2021E

% of Total Sales Added 

2016E-2021E
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WinCo and Kroger Operate Most Productive Stores

Others Roughly On Par with One Another

Source: Kantar Retail analysis
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Regional Retailers per Store Productivity
Sales per Square Foot is a critical metric for comparison

Source: Kantar Retail analysis

Ranked by 2016E Sales
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More Employees Usually Equals Higher Store Productivity
But there are some exceptions ïand most of them are in the West!

Source: Kantar Retail analysis
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WinCo Most Productive by Store, Kroger the Highest Total

Most other Western supermarkets show similar SKU productivity   

Source: Kantar Retail analysis

Ranked by Sales/SKU/Store/Week

*

*

* Corporate totals; assumes full distribution

Retailer Sales/SKU Sales/SKU/Store/Week Sales/SKU/Store

WinCo $151,007 $26.6 $1,385.4

Kroger $2,251,821 $15.4 $799.9

Raleys $72,273 $11.6 $602.3

Albertsons Market (LLC) $1,284,893 $10.8 $561.3

Stater Bros $91,592 $10.4 $542.0

Save Mart $107,765 $9.3 $483.3

Bashas' $40,515 $6.5 $340.5
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Pacific and Northwest 

overall affluent and on-trend 

with premium, especially 

organic

Projected dollar growth 2016E-2021E is:

Mainstream 55.6% (CAGR 0.5%)      31.5% (CAGR 1.7%)

Value 22.2% (CAGR 4.5%)          48.0% (CAGR 5.4%)

Premium 22.2% (CAGR 7.1%)   19.9% (CAGR 5.5%)
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Cost: The Adoption of Pricing Strategies Has Created a 

New Industry View: ñThe Hourglassò

Data as of 8/29/16
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Source: Kantar Retail analysis; company reports

West National 
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Various Ownership Model Indicate Different Vendor Impacts

Source: Kantar Retail analysis

Retailers Prime KPI Key Metrics Vendor Impact

Family Owned

ÅSave Mart

ÅBashasô

ÅAldi/Trader Joeôs

ÅStater Bros** 

Value of Assets

Steady YoY 

Improvements Sales, 

Inventory

Promo Excite

Co-Marketing

Collaboration 

Employee Owned
Co-Op

ÅWinCo

Profitable 

improvement in all 

areas

Steady YoY 

Improvements Sales, 

Inventory

Deal and slotting 

performance 

structures

Private Equity
ÅAlbertsons 

Companies

Best Practice

Cash generation

Inventory, Real 

Estate, Comps

EBITDA

Store conditions

Product selection

Corporate
ÅKroger

ÅCostco

Quarterly reporting to 

Market

Sales, Comps, 

GMROI

Collaboration, off-

invoice monies, 

slotting fees

** legally owned by a closely held private equity firm established for the purpose
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The Shopper Tells Us What Matters Most 

Source: Kantar Retail ShopperScape®, February 2016

53%

53%

55%

57%

61%

70%

Store is clean and looks nice

Feeling like I'm getting a "good deal"

Easy to find what I am looking for

Convenient location

Specific items I want are in-stock

High-quality fresh foods

Top Six Most Important Factors When Grocery Shopping 
(share rating factor as ñextremely importantò)

Convenience

Convenience

Assortment

Experience

Experience

Value



© Kantar Retail 2016

16

And Retailers Need to Fill the Gaps

Source: Kantar Retail ShopperScape®, February 2016

52%

45%

46%

57%

40%

38%

53%

53%

55%

57%

61%

70%

Store is clean and looks nice

Feeling like I'm getting a "good deal"

Easy to find what I am looking for

Convenient location

Specific items I want are in-stock

High-quality fresh foods

Extremely Important Describes Shopping Experience
(avg. across all retailers)

Importance vs. Experience: Most Important Grocery Shopping Factors
(share rating factor as ñextremely importantò vs. share indicating it describes experience)

Convenience

Convenience

Assortment

Experience

Experience

Value

Utilizing the space and service model enables them to do so
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Grocery Retailers Satisfy Many Shoppers Demands But 

Focus Is Critical

Source: Kantar Retail research and analysis 

Convenience 

Value

Experience

Assortment

17

In your opinion, how do these retailer 

compare?

How different are they from one another?

What makes them special to their 

shoppers?
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Price: Retailers Skew Price Position Towards Hi-Lo or EDLP

Source: Kantar Retail research & analysis

Hi-Lo EDLP
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Price Competition for Fresh Incredibly High

% of Total Ad Space: Fresh Category

2016 Year to Date

Source: Kantar Retail analysis; ECRM MarketGate Data
*Safeway includes only Safeway banner

*Albertsons SOC includes all California market

Raley's Ralphs Save Mart

 * PRICE POINT

 * PRICE RANGE

 * x/For

% OFF

B1G1

B1G1 50% OFF

OTHER

Sprouts Safeway Albertsons
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2016 Year to Date

Source: Kantar Retail analysis; ECRM MarketGate

Hot Price Points Are the Promo of Choice for Albertsons

% of Total Ad Space by Promotion: Dry Grocery

*Safeway includes only Safeway banner

*Albertsons SOC includes all California market

Raley's Ralph's Save Mart
 * PRICE POINT

 * PRICE
RANGE
 * x/For

% OFF

B1G1

OTHER

Sprouts Safeway Albertsons
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Varying Approaches to Promotion

% of Total Ad Space by Promotion: Non-Edible Grocery

*Safeway includes only Safeway banner

*Albertsons SOC includes all California market

2016 Year to Date

Source: Kantar Retail analysis; ECRM MarketGate

Raley's Ralphs Save Mart
 * PRICE POINT

 * x/For

% OFF

B1G1

OTHER

Sprouts Safeway Albertsons
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Pricing Model Determines Marketing Style

Source: Kantar Retail research & analysis

Hi-Lo EDLP
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1 Exploring the West Coast Retail Landscape

2 The Albertsons Companies

3 Zooming In: Regional Focus 
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The Elephant in the Room

Source: Kantar Retail analysis

?
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Source: Kantar Retail analysis, company site
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What did you and your company expect from the Albertsons Companies in 

2016?

Are you on track?

What are the positives? Negatives?

What do you expect going forward?

Discussion:

Has Albertsons / Safeway lived up to your expectations?

Source: Kantar Retail analysis
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Operates in 121 markets

ÁClaimed #1 or #2 market 

share in 68% (~82 

markets) at the time of 

the SWY acquisition

~2,200 stores

1,698 pharmacies

378 fuel stations

33 million shoppers per 

week (~15,000 shoppers 

per store per week)

Albertsons-Safeway by the Numbers

Source: Kantar Retail analysis; company materials
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Albertsons Safeway Have Significant Overlap Across 

Banners in the West 

Source: Kantar Retail analysis 

How is the reality of having both 

banners managed at a given 

Division by the same buying and 

merchandising team ?

Are the banners becoming more 

distinct or less?
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Decentralized management structure

ÁDivision and district level management 

teams

ÁCharged with creating ñsuperiorò shopper 

experience & ñoutstandingò operating 

performance

ÁPossess decision rights around

Product assortment

Product placement

Pricing & promotion

Capital spending

ÁStore directors responsible for 

implementing operating playbook

Source: Kantar Retail analysis; company materials

Company Structure
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Itôs A Balancing Act
30

Curation through localization is key

Localization: 
Leveraging local relevance 

& expertise

Maximize 

Efficiencies

i.e., Planogram 

done centrally  

Maximize

Effectiveness 

i.e., Local SKUs filled-

in by individual banners 

Centralization:
Leveraging Scale

i.e., Cereal

Little variation by 

region, less flexibility 

for localized SKUs

i.e., BBQ Sauce Variation 

in taste from NC to TX; 

more space allocated for 

local decision 
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Fundamentals ïlogistics, timely ad plans, item accuracy, 

order accuracy ïwill be mission critical for some time to 

come ïcannot expect the merged but separated divisional  

structure to have established uniformly smooth operations

Attempts to align divisions to simultaneous performance 

are probably a waste of energy for all but the most critical 

seasonal moments

ÁResponsiveness and timeliness likely a problem ïmuch like 

Kroger about 10 or 15 years ago and for the same reason ï

they each have a P&L

Despite the intention to be run at divisional level the center 

will eventually attempt to become a profit center no matter 

how unreliable they may be in delivering value to suppliers

Near Term Implications of the ABS/SWY Structure

Source: Kantar Retail analysis
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Fundamentals and Eternal Truths

Whoever has a P&L will eventually make 

decisions regardless of permission.

Compliance varies proportionally with distance 

from headquarters.

Centralized structures will always attempt to 

create validating revenue

Nothing in retail is as variable as real estate.

Faster than market growth usually requires 

investment above market average.

No brand (whether retailer or supplier) is 

equally valuable to everybody.

Source: Kantar Retail analysis
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It was over a year ago that Albertsons (directed by Cerberus) started to arrange an IPO to 

raise cash by selling a minority share of the companyôs value.

ÁParallel strategies at Supervalu, also still owned by Cerberus, to divest Save-A-Lot

It is clear that Cerberus is looking for at least some portion of an exit strategy

The IPO announcement is still front-and-center on the corporate website

When Walmart confessed to earning declines and lower forecasts, the entire retail sector 

lost value, and the IPO was delayed indefinitely.

Albertsons challenge: to maintain reports of positive top line growth, squeeze costs to 

deliver cash flow and near-term profit, and wait for the market to rebound

How does this play out in Albertsons tactics?

ÁPrice statements? Labor? Capital spending?

Ownership Matters

Especially when you are trying to cash out

Source: Kantar Retail analysis
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Day-to-Day Operations Face Some Challenges
34

Execution may be an issue:

Overall lack of alignment:
Å Corporate wants to grow the top line

Å Divisions want to grow their bottom lines

Å High divisional hurdle rates

What are underlying causes?
Å Complexity of formats and banners

Source: Kantar Retail analysis
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1. Operate Stores to the Highest 

Standards

2. Deliver Superior Shopper Service

3. Provide Compelling Product Offering

4. Offer an Attractive Value Proposition 

to Shoppers

5. Drive Innovation Across Store 

Network

6. Make Disciplined Capital Investments

Source: Kantar Retail analysis; company materials

The Operating Playbook

Six key principles are  the stated objectives
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ñFull, fresh, friendly, and cleanò

G.O.L.D. program: Grand Opening Look Daily

ÁFresh offerings

ÁWell stocked shelves

ÁClean, well lit departments

Operate Stores to the Highest Standards

2016 to-do list for Albertsons/Safeway
Stores

Source: Kantar Retail analysis; store visits 

To-Do: 

Focus on appearance, standards, and 

execution ïit matters. 

Y

N

??
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Report Card: Execution May Be Inconsistent

Itôs 3 PM ïdo you know where your artisan bread is?

Source: Kantar Retail store visit 9/2016
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Details Matter Sometimesé

Kentucky vodka, Russian rum?

Source: Kantar Retail Store visits   9/2016
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Key focus areas/categories

ÁHigh quality fresh

ÁNatural and/or organic assortment

ÁPrivate label as a core component of 

product offer

Open Nature

O Organics

ÁSignature products as point of 

differentiation

Cut in store fruit and produce

Prepared foods

Fresh bakery

ÁTargeted assortments driven by local tastes 

and preferences

Provide Compelling Product Offering

2016 to-do list for Albertsons/Safeway

Source: Kantar Retail analysis; store visits, Safeway.com 

To-Do: 

Legacy Safeway strengths (e.g. private label, 

store perimeter), to be a big part of the offer

Product
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The level of investment 

Safeway had made in 

development, packaging, and 

marketing of its retailer brands 

was far above that of legacy 

Albertsons

What is the strategic impact of 

the Albertsons Companies 

retailer brands on your 

opportunities?

On Track as Expected

Safeway-legacy store brands remain in the forefront

Y

N

??
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Source: Kantar Retail ShopperScape®, February 2016

Private Brands: Price & Value Are Biggest Factors

$$$

$

Price top motivator 

across all categories

Reason for Buying Private Brand vs. National Brand, 

Among Albertsons/Safeway Shoppers

(weighted average across all categories)

Dairy 56%

OTC 56%

HH paper 54%

HH cleaning 54%

Frozen foods 52%

Canned goods 49%

Non-carbonated beverages 47%

Snack foods 44%

Carbonated beverages 43%

Soap/body wash 40%

Pet food 36%

Hair care 36%

Meat 35%

Skin care 30%
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The Retailerôs Motivation 

Finance vs. Brand Orientation

Source: Kantar Retail analysis 
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ÅGross Margin

ÅOPP competition

ÅSourcing flexibility

ÅMerch ladder

ÅBanner image

ÅInnovation

ÅDifferentiation

ÅLoyalty

Retailerôs Primary Motivation

BrandFinance

https://www.google.com/imgres?imgurl&imgrefurl=http://www.thefallschurchpost.com/2013/09/26/freakonomics-podcast-can-a-bucket-of-money-change-your-life/&h=0&w=0&sz=1&tbnid=sP2q2pRQcY3--M&tbnh=194&tbnw=260&zoom=1&docid=yZvunTC5dkVg-M&ei=WJOGUv68L6SW3AXSzYD4DA&ved=0CAIQsCU
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What Is the Source of Power? 

Incandescent vs. Reflective Equity

Source: Kantar Retail analysis 
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Reflective

Radiant

The source of the

Private Labelôs ñpowerò

ÅRelies on national brandôs equity

ÅSimilar graphics, ingredients

ÅInvites price/value comparison

ÅMakes its own ñlightò

ÅUnique ingredients, packaging

ÅLimits comparability

ÅOften cross-category umbrella
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A Clarifying Framework 

Private labelôs 4 strategic quadrants 

Source: Kantar Retail analysis 
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Trade Up

Trade Down

Leverage PL ImageĄ$

Leverage National Image

ĄBanner

BrandFinance

Reflective

Radiant

P
O

W
E

R

MOTIVATION


