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The retail environment is more competitive and dynamic than ever before. As the lines between

retail grocery channels grow ever thinner and the tussle for a share of America’s food dollars

intensifies, consumers are faced with more choices than ever before. No longer do consumers need

to confine their food shopping to just one place. Instead, they can now selectively pick from a

variety of different formats and outlets to meet their needs. To be relevant and competitive,

companies today must also evolve and reinvent themselves. Those who successfully address

consumers’ needs will be most effective in building long-term trust and loyalty.
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The Hartman Group’s 2012 benchmark studies in Shopping Topography and
The Online Grocery Shopper established that understanding shopping
behavior requires understanding the daily routines of consumers and how
grocery shopping fits into those routines.

We know, for example, that consumers today aren't stocking up on food as
they did in days of old: They change their minds on a whim, shifting from
planned shopping and cooking to takeout in a matter of minutes.

We also know that the majority of shoppers are now making multiple
grocery trips a week, and half of these trips entail two or more stores.

The objective of the current Food Shopping in America syndicated study is
to update and build upon the 2012 findings and explain how consumers now
plan, decide, shop and divide their loyalties in the era of unlimited choice
and blurring of channels.

Modern lifestyle, digital technology and heightened awareness of the health
and environmental consequences of food have also changed the way
consumers think and behave.

Today’s grocery shoppers are more engaged and informed, and they want a
deeper connection with the food they eat. Fueled by new knowledge and
aspirations, they are seeking better and more personalized ways to
experience food.

e Moreover, in this increasingly complex world of conflicting information
on what to eat, shoppers are looking to companies they trust to help
them navigate and make the right choices.

To be relevant and competitive, companies today must also evolve and
reinvent themselves. Some key questions to ask:

e Are we attracting and engaging with our target consumers?

e« What assortment and offerings would be more relevant?

e What technologies and innovations would best enhance the customer
experience and drive retention?

Questions? Contact: Blaine Becker by email at: blaine@hartman-group.com or by phone: 425.452.0818, ext. 124

©2014 The Hartman Group. All Rights Reserved.
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EXECUTIVE SUMMARY OVERVIEW

The single biggest narrative underlying grocery shoppers’ evolving behavior is
their belief that their lives are “more chaotic and hectic than ever before.”
Increasingly, consumers want to use their time in more compelling ways than for
basic shopping and preparing food. And retailers should be looking for ways to
create more compelling shopping experiences to serve those needs.

e With easy access to information, more enticing choices to make and more
appealing activities competing for their attention, consumers are choosing
to allocate more energy to products and experiences that capture their
interest and provide emotional rewards. Similarly, things that fail to capture
their interest, like everyday grocery shopping, are given less energy.

As struggles with time and money continue, consumers are using a wide range of
strategies to reallocate and appropriate their time.

e For some, ‘one-stop shopping’ at mass merchandisers or supercenters is the
most efficient way to get the job done, even though they still end up
supplementing their ‘one-stop’ trip with extra ‘fill-in” shopping occasions
along the way.

e For others, the best solution is to increase the number of shopping trips —
even shopping daily — to meet last-minute unexpected needs.

Increasingly, shoppers’ customized strategies are taking them outside the
boundaries of traditional food retail channels, and they are discovering that
these alternative channels can offer them a totally new way to engage with
foods.

e These experiences — more inspiring prepared food options, higher-quality
products, more global and fresh offerings, more compelling value and
services — are all fueling their appetites for more, to a point where shoppers
are now expecting higher-quality food shopping experiences from all types
of retailers today.

Shopping Landscape

Consumers today are shopping at multiple channels to buy food — and they are
shopping differently. Majority now make 1 to 2 trips a week for groceries, visiting
3 different channels each week and averaging 15 visits a month. Half (and most
of Millennials) now use their mobile device to look up information while
shopping. Although consumers are shopping multiple channels every week, our
study finds that the traditional grocery channel is still the most preferred and
frequently visited channel for food and beverage occasions.

But traditional grocery’s less differentiated positioning is gradually losing
grounds to the better value and convenience often found in mass/super channel.

Methodology
Integrated qualitative and
guantitative online survey.

Quantitative online survey:
Nationally representative sample of
1,541 U.S. adults (aged 18-69) who
shopped for groceries at least once
in the past three months and
includes an oversample of 500 adult
online grocery shoppers. Survey
fielded October 2014.

Qualitative included focus groups
and telephone interviews with
immersive homework assignment
from a national sample.

About the Report

Report Length: 110 pages
(PowerPoint and PDF format) and
includes a set of standard
demographic data tables in Excel
format.

Pricing information is on the order
form, which is the last page of this
overview.

Questions? Contact: Blaine Becker by email at: blaine@hartman-group.com or by phone: 425.452.0818, ext. 124

©2014 The Hartman Group. All Rights Reserved.



FOOD SHOPPING IN AMERICA 2014 hartman ge

NATIONAL SYNDICATED RESEARCH BY THE HARTMAN GROUP AND MSL GROUP GROUP ‘

.................................................................................................................................................................................

EXECUTIVE SUMMARY OVERVIEW (...continued)

Other alternative channels are also making serious inroads, especially club and
specialty/natural food channels, where shoppers can find a vast selection of
fresh as well as unique, high-quality offerings in an enhanced shopping
environment.

Smaller-format channels like dollar, convenience and drug are not yet serious
contenders in the food grocery sector, as the majority of traffic is still primarily
driven by non-food occasions.

Although still a very small player, online is a very promising channel that is
gradually growing and will likely continue to do so as the urban population
expands.

Compared to in-person shoppers, consumers who buy groceries online today are
very frequent shoppers, averaging 4 channels a week, with a total of 22 grocery
visits a month.

However, to grow this base, retailers must continue to build awareness and
address consumers’ concerns regarding the quality and handling of ‘fresh’
selection.

Channel Drivers and Perceptions

As consumers continue to struggle with money and time constraints, retailers
that are the ‘most convenient” and have the ‘best prices’ are more attractive
than ever before. But neither convenience nor price is sufficient to fully engage
consumers or build long-term brand equity. Shopping experience and relevance
are also key and especially important in connecting with consumers.

More importantly, retailers that are able to deliver an enhanced shopping
experience while demonstrating compelling value will be more successful in
attracting and retaining customers in the long run.

The Millennial Shopper: Millennials, with their unique consumption patterns
and laser focus on value and convenience, represent both a challenge and an
opportunity for retailers.

The Male Shopper: Men also represent an important group and should not be
ignored. More men are shopping frequently, and they are now making just as
many monthly visits as women. However, men are still less likely to be the
primary grocery shopper in the household, often playing a supporting role in the
food-buying process.

To order the Food Shopping in America 2014 report, fill out the form
on the last page of this overview.

51%

Grocery Shoppers
use mobile device while shopping

-

Millennials

70% use mobile device

while shopping
i

Pinterest has changed my life and @
changed the way I cook. Now I'm Pinterest
cooking stuff that I wouldnt think of.

— Ashleigh, 31

1 use the Safeway lust for You app ]
to check for sales. —leri, 40

check for prices and Google
reviews ... helps me decide what

wine to buy.
- Ashleigh, 31

What I love about the Cartwheel
. . o . (©]
app is that, in addition to helping
me save money, it's really fun.

There are all kinds of badges to earn

... and the more badges you earn, the

more slots you have to add coupons

into. And the more coupons | use, the

maore badges I earn. — Brandi, 34

I will use my phone in the store to ")
- l

Questions? Contact: Blaine Becker by email at: blaine@hartman-group.com or by phone: 425.452.0818, ext. 124

©2014 The Hartman Group. All Rights Reserved.
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METHODS
Specific channels explored

This research focuses mainly on 8 channels: grocery, specialty/natural, mass/super, club, drug, convenience,
dollar and online. Gne other channel (local market) was included in some areas for limited exploration.

Examples

@
ToADER g8 %

Food Channels

Grocery Store: Traditional retailer that primary sells food, offering a fullline of fresh and packaged
produce, meat and other groceries

Specialty/Natural Food Store: Store that focuses on specialty grocery assortment and/or natural,
organic selection

Mass i rge discount that offers

general household items and food

or hybrid supe

Club Store: Membership wholesale retailer with large, varied selection of food and non-food
items, often in large or bulk sizes

Drugstore: Prescription-based store that carries general merchandise, personal care and some.
grocery items

2 ience Store: Comer store or with a gas station that offers indulgent and
immedi items, such as snacks, sweets, tobacco and ready-to-drink products

Dollar Store: Small retailer that offers a varied assortment of very low-priced household ftems that
may also offera small selection of grocery items

Online: Retailer offering online ordering of food, beverages and graceries; can be either a brick-
‘and-martar business with an online site or an online-only retailer

Local Market: Farmers market, butcher, fish market, Community Supported Agriculture (CSA), etc.

a0 34 v o,

en consumers more choice and control

g of channels has

In recent years, the expansion of the food department in non-
traditional channels has given grocery shoppers considerably more
options on when and where they shop.

stof Grocery Delivery

No lenger do consumers need to rely on their local grocery store for
fresh produce or organic products. [}

Non-traditional channels, such as mass/super, dollar and convenience
stores, are now stocking up on a large assortment of fresh and
convenience foods, with new plans to expand selections every day.

Online retailers give consumers 24/7 access, and brick-and-mortar
channels are quickly joining in with delivery or pick-up services,
increasing the overall attractiveness of this channel.

Food Fight! Why Family
n the past ... everyone [ know just visited a regular Dolfar Siores s Holning In

grocery store ... But now, there are so many options that [
don’t need to be tied to an old-fashioned grocery store.
—Rob, 43

*e<h food by fitm

Why Walgreens Wants to Sell You Sushi,
Too

a|
h Grocery

m;hTEwﬂ"ﬂ: Amazon Fres|
livery to Brooklyn 7

<s: Google Expands 11

.|‘|_cgurt e Pt Heat On Amazon |
ve

Kroger buys Vitacost to expand | u e,
into online grocery shopping | Delivery Servic®
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But money and time constraints continue to weigh on today’s household

Notably, both time and health concerns have increased in 2014, We are a family of very picky eaters. Now |
have to do three different vegetabes for all
these palates. There is na time” it is

ovenwhelming. —tisa, a2

Top issues that make shoppin
more aificut P 2012
Household
Household schedule was busy this week [N 16%
Insufficient time to shop for everything I 17%
Insufficient time to fully plan out shopping [N 12%
Health concems iterfere with taste/indulgences I 14%
Lackof anergyto think sbout shopping I 16%
Lack of inspiration/ creative ideas for whatto buy S 16%
Difficult to find specialty items/ingredients  N/A
Lack of storage in my home foritems I 15%
Need o shop too many stores 1o get everything I 13%
Stores too diffcult toget to I 10%
Conflicting desires of other adults in household
Not knowing whereto buy certainitems [ 6%
Conflicting desires of childrenin housshold [ 7%
Other, please specity [ 2%
Noneof these: 2%
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Grocery channel is clearly preferred for food and beverage occasions while
mass/super is preferred for -food grocery i

Shopping occasion clearly is a critical driver of channel choice

ary reason for visit
past 30 days:

@ o

Most Non food groceri Most
Preferred channel on-food groceries Preferred channel

Food & beverage

%

3%

Mass/Super

% 3%

S
@ Club [ % i 1%
@Sne(in\wfnimu\ - " % I %
Convenience . 6 % I %
poter . %7 - ) %
) 59
wa [} % | %
) 9
ouee | % | %
37
‘CHANNEL PROFILE:
/ Shopper Profile N\ Penetration:
o% % T
% % . i 1%
v o* Shopped in past 30 days Shopped primarily for o
Tor grocery food & beverages
jon sge: 44 *
wecian age: A4b years ol et
_ grocery visits in past 30 days Recommend:
- %
E O wewww
 Millenn GenX  Boomerse | Top Grocery Basket items Top Channel Drivers
| 1 snacks 6% Have main things .
| 2 packaged/canned foods 2% shopping for
789 ) | 2 memgermeasaiyiooss 9% | | 3 gestprices .
Caucasians | | & sweess 5% .
| 5 Packaged frozen foods a2% 3 Most convenient 36%
Channel Perceptions:
$52.5K Median HH income Grest prices and has & large sssortment of
e store brands.
F | clie 30% vive intarge city
E Lack unique offerings, can’t get in and out
H 13% online shopper quicky, iack service, no rewards program
£ and not 2 trustworthy 3s other channels.
H
o - 78

Questions? Contact: Blaine Becker by email at: blaine@hartman-group.com or by phone: 425.452.0818, ext. 124
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