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Gerald Lewis

So what do 50 years of experience--and all these insights--add up to? The only certainty is that none of us can be absolutely certain about anything that hasn’t happened yet; however, I would like to share with you some insights I have developed about what leadership in retailing in general, and c-store retailing in particular, is going to entail over the next few years. 

Today’s shopper is intensely value-conscious, seeks convenience and demands high levels of service. So retailers must provide value, in the form of price, selection and speed of service, just to be in the game; however, many of the largest players in the c-store field--particularly the large oil companies that operate around the world--do little more (and sometimes much less) than meet these base-line requirements. As a result, except for some strong regional operators who have developed dominant convenience retail programs in limited market areas, convenience retailing is becoming a “me too” industry. There is no clear leader in the marketplace.

While there is a considerable amount of exploration and experimentation of new (and often rehashed old) ideas and formats, what is lacking is a long and wide ranging commitment to bring these ideas to fruition. So the leadership door is open for companies that understand the need to develop convenience store networks that are more than smoke, snack and overpriced grocery shops with co-branded fast food sections. For example, I believe that major opportunities still exist in areas such as competitively priced fill-in groceries, perishables, other staples, proprietary foodservice and innovative meal solutions. 

Achieving leadership in these areas, however, must start with the understanding that retail success is as dependent on how well you buy merchandise as on how well you sell it--and that the word “buy” encompasses far more than just driving a hard bargain with a vendor. It includes organizing the whole merchandise chain--from the source to the consumer--in order to obtain a competitive advantage.

Wal-Mart has forged an almost unassailable lead in mass retailing because it has set up a distribution system that enables it to get the same merchandise into its stores at considerably less cost than its competitors. Since Wal-Mart’s value proposition is dependent heavily on price, it has set up a way of delivering price better than its competition.

Marks & Spencer, the English retailer, sells wonderful high-quality prepared foods in all of its stores without any in-store food preparation. To do this, it invented the cold chain distribution system, under which contract carriers pick up food daily from many contract food processors. They transport it, cross-dock it and deliver it to the stores the same day, under strictly controlled temperature and humidity conditions, which are also maintained in the store merchandising units. Marks & Spencer’s value proposition is based on delivering a wide variety of high-quality meals consistently. It has created the ability to execute it.

Seicomart in Sapporo was a pioneer--and is now one of many Japanese c-store retailers who have put together extensive upstream organizations of company-owned or contracted food processing plants in order to deliver fresh foods and controlled quality grocery staples to thousands of convenience stores several times a day. Japanese-owned 7-Eleven is moving in that direction in the U.S.--and others here, pioneered by Dick Jensen when he was at SuperAmerica, have made some partial--and successful--efforts in this direction.

What I envision, however, is a c-store chain whose total value proposition is built around the consumer benefits, and unique offers, that controlling the entire distribution chain can enable. These will include pricing, freshness and quality control, private labels and a differentiated product line that is not limited by the merchandise carried by the wholesaler and available to every competitor.

Oil companies, incidentally, certainly recognize the importance of their upstream control and logistics in making profits downstream; however, none of them have yet transferred that thinking from their core motor fuels business to their retailing efforts. They still think of their c-stores as individual shops. 

The new market leader will have to be prepared to do whatever it takes to develop a retail network in which the stores are just the most visible part of a true merchandise chain. This will include investment in sourcing, product development, distribution and transportation, logistical expertise and skillful marketing. It might be done by a single large company or through the cooperative efforts of a group of visionary smaller ones. The path to leadership is clear, but will not be easy. It will require resources and know-how. Most important, it will require--and frequently test--the unwavering commitment, over an extended time period, to overcome the hurdles and see it through to a dominant, hard-to-match, profitable conclusion. It will be hard to do--and very hard to copy--and the spoils will belong to the victors.

While I hope that some readers may see this vision truly as an idea that’s time has come for them, I recognize that the challenge it presents is not for everyone. So how else to sum up the experience of 50 years? It is also not so easy. It involves knowing where you want to go; having a clear idea of how to get there, backed by a sense of history; making an unwavering commitment to making it happen; and having the patience to recognize, as one good client told me three years later, that there is no substitute for time.
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