Grocery Retail Techscape
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Digital Grocer
Benchmarking the grocers’ commitment to digital transformation
with a focus on marketing, loyalty, online shopping, WiFi and more

A

lthough the products in your local supermarket
are always changing, the basic technology has
remained pretty much the same since the invention of the bar code. But vast change is currently
underway in grocery, according to findings in a study done
by the research firm Carbonview. A digital transformation is
well underway in grocery and rapidly rebooting the foundational pillars of food retailing.
By digital transformation, we mean a strategic embrace
of business models, processes and customer services that
leverage new digital technologies. This embrace is aimed at
developing new opportunities to grow sales, increase productivity and improve the shopping experience through the
addition of new services and streamlined conveniences.
Although grocery is a late arrival to online shopping,
click-and-collect, mobile POS and a few other technology
innovations, the findings in this study indicate grocers have
already invested in some of these technologies while in others there is a need to catch up.
And catch up they must. Online competition is fierce and
getting fiercer. It is coming from Amazon Fresh, Peapod,
GrubMarket, Instacart and Rosie as well as Walmart and Target, both of whom continue to make major investments in new
digital technologies and innovative business models.
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FIGURE 1

How has your company’s spending on digital
marketing changed year over year?
Increased (net)
Increased > 10%
Increased by 6%-10%
Increased by 1%-5%
Stayed the same
Decreased (net)

86%
14%
37%
34%
15%
0%

FIGURE 2

Which digital marketing methods do you use?

99%
83%
79%
74%
62%
47%
43%

Use at least one
Website
E-mail
Social media
Mobile app
In-store kiosk
Text/SMS
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FIGURE 3

Digital Marketing
The good news for grocery is that an overwhelming majority (86%) say that spending on digital marketing has
increased year-over-year. The rest say it will remain the
same. None (zero) said their budgets were decreasing.
From this finding it is clear that grocers have embraced
digital marketing. (See Figure 1.)
For the majority of grocers this means using a website
(83%), e-mail (79%), social media (74%) and a mobile app
(62%). Other methods used by a sizable minority of grocers include in-store kiosks (47%) and text/SMS messaging
(43%). Grocery is highly promotional, so it is not surprising
to see deep adoption of digital marketing techniques. (See
Figure 2.)
Frequency is critical for digital marketing and too much
of it can be counterproductive. No doubt this is why a majority of grocers prefer weekly over daily communication.
Specifically, this refers to weekly e-mail (57%), the website
(53%) and mobile apps (51%). One has to wonder if this
best-practice is based on testing or is simply a continuation
of the traditional weekly circular approach? (See Figure 3.)
The three media that score the highest for daily frequency are: social media (43%), in-store kiosk (41%), and the
website (40%). Interestingly, mobile apps scored the lowest
for daily marketing messages at 31%, which is problematic because it is the one medium that customers are most
likely to use in stores and therefore is the most likely opportunity for in-the-moment marketing.
Taken as a whole, digital marketing in all of its varieties
is perceived to have a strong impact on a grocer’s online
business performance and sales, according to 55% of respondents. The number rises to 73% when asked to look
ahead two years. Both of these figures validate the importance of digital marketing to the online channel today and
in the future. (See Figure 4.)
But what about the store? It is surprising to learn that
45% believe store sales are being strongly impacted by digital marketing today. In two years this minority of grocers
rises to an overwhelming majority of 77%.
This is one of the study’s major findings and a clear justification for grocery executives who have budget influence
over dollars invested in digital transformation. Store sales
are being strongly impacted by digital marketing. This can
be tracked and the data can be used to build a return-oninvestment (ROI) model showing how the investment can
pay for itself.
How will the impact of digital marketing drive an increase in stores sales? In two ways: through improved shopper returns/frequency and conversion rates. In both of these
areas the number of grocers who recognize the impact of
digital marketing on sales jumps by more than 400% comparing the status today to what it will be in two years.
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How often do you communicate using each
of the following digital methods?
DAILY/WEEKLY
(NET)

Website
E-mail		
Social media
In-store kiosk
Mobile app
Text/SMS

93%
91%
88%
87%
82%
73%

DAILY

40%
34%
43%
41%
31%
29%

WEEKLY

53%
57%
45%
46%
51%
44%

MONTHLY

AS NEEDED

1%
2%
4%
7%
5%
2%

7%
7%
8%
7%
13%
25%

FIGURE 4

Impact of digital marketing on sales and business
performance today and in next 2 years
TODAY

IN NEXT 2 YEARS

Online sales

55%

73%

Marketing/promotion effectiveness

45%

75%

Store sales

44%

77%

Shopper returns/frequency

15%

67%

Conversion rates

13%

60%

FIGURE 5

Do you have a loyalty program?

76

%

24

%

No

Yes

FIGURE 6

What percent of sales do you attribute to loyalty shoppers?
SALES

REPLACE TOTAL WITH RESPONDENTS

1%-5%

3%

6%-10%

53%

11%-15%

25%

More than 15%

18%

FIGURE 7

Do you offer digital coupons?

78

%

Yes

No

22

%
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Loyalty Programs and Coupons

FIGURE 8

Sophisticated loyalty marketing techniques sharply differ
from methods used in mass marketing campaigns — even
those that target specific market segments. The difference
with loyalty marketing is not just that you know a lot about
every customer in the cohort, it is that you know their name,
address and even financial information.
Grocers have been pioneers in the adoption of loyalty marketing going back decades, so it is not surprising
that 76% say they currently have a loyalty program in place.
(See figure 5.)
Of grocers that have loyalty programs, the majority
(53%) say they attribute 6% to 10% of sales to their loyalty
shoppers (defined as those who are members of the grocer’s
loyalty program). A quarter (25%) of grocers say the figure
is higher, between 11% and 15%, and for nearly a fifth
(18%) the amount of sales attributable to loyalty shoppers
is greater than 15%. (See Figure 6.)
In their dreams grocers might wish that 50% of their
sales were attributable to loyalty shoppers, but a number
that high is not necessary to leverage the opportunities
a good loyalty program affords. Possessing a deep understanding of loyal shoppers, a group that produces 10% or
more of sales, is an invaluable resource. It not only serves
as an ideal base for building marketing campaigns, such
as a digital coupon offer, but by analyzing buying patterns
within this group the grocer can fine tune merchandising
plans, product assortments, demand forecasts, pricing and
mark downs.
Digital coupon offers have become a standard practice
in retail today and 78% of grocers say they deploy them. Of
these, 79% say they offer digital coupons via their website
and 73% say they offer them via text message. (See Figure 8.)

Which options do you offer as part of your
digital coupon program?
Digital coupons via website

79%

Digital coupons via text message

73%

Print-at-home coupons

63%

Digital coupons via mobile app

61%

Load-to-card capability

20%

FIGURE 9

Do you have a unique, branded native mobile app?

4

Yes

4

No, but plan to offer one

5

No, and have no plans to offer one

5 in the next 2 years
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25%
19%

FIGURE 10

Do you use in-store digital signage?

39

%

Yes

61%

No

FIGURE 11

Do you offer online shopping?

Omnichannel Services
As the name indicates, omnichannel technologies and services run a broad gamut of capabilities. Here are key omnichannel findings from the study:
• Smartphones and apps are the wave of the future, so
it is not surprising to learn that more than half (55%) of
grocers have a unique, branded native mobile app today.
As the mobile-first generation (the millennial shopper) continues to grow in numbers, income and influence, mobile
apps will be implemented much more widely by grocers.
(See Figure 9.)
• In-store digital signage is a relatively mature technology compared to mobile commerce, but it is still not universally deployed. A little less than two fifths (39%) currently
use it. (Figure 10.)
• What’s more prevalent among grocers click-and-collect
or home delivery? The answer is home delivery, which is offered by 86% of grocers. Click-and-collect is offered by a
sizable 65%. (See Figure 12.)

55%

Yes

68%

No

33%

FIGURE 12

Services offered for online shopping
Click & collect

65%

Home delivery

86%

FIGURE 13

Do you offer mobile payments (i.e. NFC)?
Yes		

51%

No, but plan to offer
in next 2 years

28%

No, and have no
plans to offer it

21%
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• A majority, but barely at 51%, say they offer mobile
payment options today, i.e. NFC. (See Figure 13.)
• A much bigger majority (74%) say they offer free WiFi
for customers in stores. (See Figure 14.)
• A third (33%) say they offer self-checkout, which like
digital signage is a relatively mature technology. Interestingly, slightly more retailers (36%) say they don’t offer selfcheckout today but have offered it in the past. Not all technologies work well for all retailers, but this is a surprisingly
high number. (See Figure 15.)

Do you offer free Wi-Fi for customers in your stores?

74%
Yes

Conclusions
It is clear from study findings that a digital transformation is well underway in grocery and it is accelerating. Key
takeaways from the study indicate a widespread adoption of
digital marketing, especially in the areas of website, e-mail
and social media communication.
And it is having a major impact on sales, not just digital
and mobile sales, but store sales as well. Even more importantly, grocers believe that in two years the impact of
digital marketing in every aspect of business performance
will be profound.
Two areas where grocers lead other retail segments are
the use of loyalty programs and digital coupons. Both are
having a major impact on business performance today and
the impact will grow in the near future.
Despite jumping on the bandwagon for such omnichannel services as click-and-collect, home delivery and in-store
WiFi for customers, there is one area where grocers have
fallen somewhat behind — mobile commerce. Not many
sales are lost today due to the grocery segment’s weak embrace of mobile technologies, but this will change in the
future as the mobile-first millennial generation flexes its
muscles and exerts a dominant influence in the marketplace.
Looked at individually, the omnichannel technologies
and services analyzed in this report each represent a small
piece of a grocer’s overall business. However, taken together as an overarching strategy referred to as digital transformation, they represent a lifeline for survival and pathway to
future success. •
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15%

No, but plan to offer
it in next 2 years

No, and have no
plans to offer it

FIGURE 15

Does your company offer self-checkout?

Methodology
This study was conducted by Carbonview during the month
of August. Only senior executives from national, regional
and large independent grocers were invited to participate.
The results do not include any store-level, field-level or regional employees. Only corporate-level staff respondents
were included.
A total of 134 grocers were polled. Of these, 80 were
chains and 54 independents. A majority of respondents
(53%) have 51 of more stores. Of these, a fifth (22%) have
more than 500 stores.

11%
33
36%

% Yes

31%
No, and never
offered it

No, do not currently
offer it but have in
the past

FIGURE 16

Do you offer self-shopping (scan and bag)?
Yes, using a store-supplied device		

55%

Yes, using a mobile POS through
an app on the shopper’s own device		

22%

No					39%

DEMOGRAPHICS
FIGURE 17

Number of stores
1		

11%

2-10		

13%

11-50		

22%

51-200		

21%

201-500

10%

501+		

22%

FIGURE 18

Primary business model

41

%

Wholesalersupplied
retailer

32

%

Selfdistributing
retailer

19

%

8

%

Combination of
self-distributing and
wholesaler-supplied
retailer

Wholesaler
or distributor
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The Grocery Success Company
www.ecrs.com • 800.211.1172 • solutions@ecrs.com

“We conducted an extensive search for a technology partner that could support
our continued growth. We were looking for a fully integrated solution that could
take us out of the silo environment of legacy POS and item maintenance
systems. ECRS has been a terrific partner, and we couldn’t be more pleased with
our selection.” - Jim McCaffrey IV, McCaffrey's Food Markets.

Store Solutions
Traditional checkout lanes
Mobile POS
Accelerated Checkout

Enterprise/Back Office
Real-time executive dashboard analytics
Synchronized multi-store management

®

Automatic data replication

Click & Collect / eCommerce

Online backup service

Self checkout

Massive reporting suite

EMV, P2PE, PCI-DSS certified payment processing

OLAP cube decision support system

Inventory/Supply Chain
Universal Product Database (UPD)

Loyalty & Rewards

Automated marketing campaigns

Product attribute coding and shelf labeling

Points or eCoupon delivery

Direct Store Delivery (DSD) tracking

Customer display reward moment

Perpetual ordering

Social media marketing

DemandFill® order forecasting

Self-hosted email campaigns

EDI supplier integration

Trigger-based rewards

Web-based order tracking dashboard

Reporting / analytics

Specialty Success Solutions
Fuel pump integration

Services

Success Navigation™ program

Pharmacy system integration

U.S.-based, award-winning technical support

Remote kitchen ticket printing

Consulting / project management

Membership management

Online and onsite training

Scale management

Web-based customer portal

Gift cards

