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L
ast month, after returning from a three-week tour of retail stores 
in the US, the UK and Asia, Bernie Brookes, CEO of Myer, 
pronounced that the worst is over for department stores. Th ey are 
regaining ground from fi erce competitors in recent years — fast 

fashion, specialty retailers, category killers and online rivals.
“Th e so-called death of department stores has probably been a bit oversold 

… we are seeing a lot of the regional and large department stores learning how 
to thrive and in fact grow, and particularly when you add their online fi gures,” 
Brookes said.

According to him, factors that contribute to the new competitiveness of 
department stores include unique products, improved price competitiveness, 
investment in omnichannel retailing, and using “theatre” to attract shoppers to 
stores.

Brookes is speaking from experience. He has implemented these strategies 
in the Myer fi ve-point plan, an operational strategy that he developed and 
executed consistently to turn the Myer business around. It is a success story 
that has earned him the accolade of “world-class retailer”. (See story on page 
22.)

For some time now, department stores in Australia, and in many parts of 
the world, have had to adjust to the arrival of foreign retailers — the H&Ms 
and Uniqlos — that have enjoyed run-away success and taken market share. 

Now, department store retailers are fi ghting back and showing much verve 
in their revitalisation strategies. 

At the Global Department Store Summit held in Singapore earlier this 
year, we learnt and were impressed with the stories of many leading retailers 

who continue on the unceasing journey to revamp their 
stores, better their customer off ers, leverage new 

technologies, work smarter with supply-chain 
partners, invest in omnichannel retail strategies, 
and improve customer service.

Indeed, every retailer has a fascinating story 
and we look forward to sharing their stories.

Department stores 
surviving and thriving 
amid tough competition

Sharon Tian
Managing Editor
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 ONE VIEWPOINT

L
ast month we discussed the 
prolifi c growth of loyalty 
programmes in consumer 
markets across the world. In 

the Nielsen Global Survey of Loyalty 
Sentiment, published last November, a 
sizeable 60% of Asia-Pacifi c consumers 
said that the retailers they shopped 
with off ered a loyalty programme and 
an overwhelming 92% of them said 
they preferred shopping at retail stores 
off ering a loyalty programme.

However, despite their ubiquitous 
prevalence, doubts have emerged about 
whether loyalty programmes are really 
working well. Are they really paying off  
for the programme owners? 

Going forward, arguably, the single 
biggest issue is how loyalty programmes 
could sustain their value in the digital 
era.  

Game changer
Th e digital era has huge big-time game 
changer clout. Two dramatic phenomena 
in recent times have largely been the 
cause of the digital era and its clout.  

First, the huge advance of IT from 

Part 1 of this article discussed the 
prolifi c growth of loyalty programmes 
across the world’s consumer markets. It 
also looked at why, despite their ubiq-
uitous prevalence, doubts had emerged 
about whether loyalty programmes 
were really paying off. And there was 
always the question about how loyalty 
programmes could sustain their value in 
the new digital era.  

Part 2 now examines how Asian 
retailers can re-engineer their loyalty 
strategy to be relevant and aligned with 
what are certainly seismic paradigm 
shifts happening now. 

Steven HL Goh
Executive Chairman

Retail Asia

techno-centrism to a human-centred 
ecosystem. Th at paved the way for the 
“consumerisation” of IT globally — 
smartphones, tablets, PCs, apps and the 
likes became the norm.  

Second, there was the convergence 
of the online, social and mobile realms. 
Th is launched social media, among 
other things, and sparked epic changes 
in the way human beings communicate 
and interact with one another and with 
organisations.  

All of a sudden, the world became 
digital and a generation of connected 
consumers emerged along with paradigm 
shifts aff ecting consumer lifestyles and 
business processes.

Th e trends were already telling since 
the phenomena began unfolding. Many 
of them exert huge impact on consumer 
marketing and such functional areas as 
market positioning, communications, 
media and customer relations 
management. Retail loyalty programmes 
is obviously no exception.

Much has been said of the digital 
revolution trends by industry experts 
and analysts. A case in point is a succinct 

Part 2: What new game-plan do Asian 
retailers need now?

Rethinking retail
loyalty programmes
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McKinsey presentation at the Forum des 
Médias Sino-Français in Paris in April 
last year. Although primarily focused 
on trends aff ecting the media industry, 
the presentation charted interesting 
groundbreaking changes among digital 
consumers. 

One example of such a change is 
the exponential growth trends in video 
traffi  c and advertising spend. McKinsey 
projected digital video traffi  c and digital 
video advertising spend in the European 
market will register a whopping six-fold 
and four-fold increase respectively in just 
over fi ve years from 2011 to 2016.  

Clearly the bottom-line issue is the 
tremendous change in consumer psyche, 
behaviour and value emerging in the 
digital era. For loyalty programmes, this 
has in turn led to the inevitable question 
of whether the traditional construct 
and design are now passé in the new 
age. Even if they are not, industry 
watchers believe they are inadequate and 
somewhat disconnected with the times 
now.  

Th ere are obviously plenty of 
challenges ahead. Th ere are also exciting 
upsides ahead. Th e digital era, or more 
specifi cally social media, is providing 
opportunities in communicating, 
understanding and engaging customers 
in ways unavailable in the traditional 
regime. Th ere are now also entirely new 
dimensions in business processes and 
management. Business analytics is a case 
in point — they now enable retailers to 
manage their loyalty programmes with 
much greater breadth and depth than 
ever before.

Rethink needed
How should Asian retailers re-think their 
loyalty strategy?

Essentially, there are two critical 
pieces involved. Th e fi rst piece concerns 
identifying key technology factors and 
forces of the digital era that are pertinent 
to a contemporary loyalty strategy — 
“consumerisation” of IT, convergence 
of the online, social and mobile realms, 
and business analytics, for instance. Th is 
piece is clearly critical as businesses need 
to leverage technology to support and 
play an integral role in designing and 
operating the loyalty strategy.

Th e second piece is conceptually 
a back-to-basics approach in retailing: 
ensuring a distinctive and compelling 
experience for customers time and 
again. A McKinsey article published 
in March pointed out: “Consumer-

facing businesses must think beyond 
the concept of a ‘me-too’, points-based 
loyalty programme. To reap the full 
benefi ts of customer loyalty, they must 
create a diff erentiated experience, 
consistent with their brand, to provide a 
step change in brand preference.”  

Many other leading analysts and 
industry watchers share such thoughts.  
Imaginasium Inc, a US brand experience 
consultancy fi rm, said: “Begin with the 
end in mind … For brands, this calls for 
a truly integrated customer experience 
strategy.”  

It added: “Begin to expand your 
media mix beyond its currently defi ned 
scope. Include new and dynamic 
audience-centred media, such as 
streaming services or on-demand video. 
Your audience is becoming more and 
more connected, often with multiple 
devices at the same time. Th e lines 
between digital and physical mediums 
are quickly blurring.”

Both pieces are obviously easier said 
than done. Both also have a myriad of 
derivative pieces concerning a variety of 
operating and logistics process issues. 
To forge a sound new-age loyalty 
strategy that is eff ective, profi table and 
sustainable is therefore quite an onerous 
mission. But so it has to be — a loyalty 
programme is simply not a discount sale 
or price promotion campaign that often 
is just a one-off  initiative that shaves 
price and margin to buy sales volume. ra

“Consumer-facing 
businesses must 
think beyond the 
concept of a ‘me-too’, 
points-based loyalty 
programme. To reap 
the full benefi ts of 
customer loyalty, 
they must create 
a differentiated 
experience, 
consistent with their 
brand, to provide a 
step change in brand 
preference.”  
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 NEWS

EVEN as the Chinese economy slows 
down and conditions become more dif-
fi cult for foreign retailers, China is still 
the world’s second top destination for 
emerging market retail expansion.

Th e huge and growing Chinese 
market is impossible to ignore, said global 
management consulting fi rm AT Kearney, 
which highlighted continued expansion of 
global retailers in its report on the global 
retail environment.

Retail sales in the world’s most popu-
lous country increased 13% to US$3.7 
trillion last year, and consumer confi dence 
rose. “Urbanisation, increasing dispos-
able incomes and the family planning 
relaxation will fuel future retail growth in 
China,” said AT Kearney.

China is behind Chile which, ac-
cording to the 2014 AT Kearney Global 
Retail Development Index, is the world’s 
most attractive market for retailers seeking 
overseas expansion destinations.

AT Kearney reported that the major 
movers in China are online retailers. 
China’s e-commerce market is growing 
signifi cantly and now accounts for 8% of 
all retail. Last year, it grew 42% year-on-
year to US$305 billion. 

Th e index also revealed that Asia has 
a number of fast-growing economies that 
off er fertile ground for retailers as growing 
populations, rising incomes and increas-
ing affi  nity for modern formats help 
retail sales increase rapidly. Modern retail 
is spreading beyond the largest urban 
centres to smaller, untapped cities and 
regions.

Th e report said Asia saw several 
improvements in the rankings, including 
Malaysia (No.9), which re-entered the 
top 10 for the fi rst time since 2009, and 
Indonesia (No.15) which moved up four 
places from the previous year’s ranking. ra

China still attracts foreign retailers

ITALIAN retailer Furla is continuing to 
expand its presence in travel retail across 
Asia.

Its newest Asian airport openings 
include new stores at KLIA 2 in Kuala 
Lumpur, Malaysia, and Chhatrapati 
Shivaji International Airport in Mum-
bai, India.

Th e KLIA store spans 60sqm and is 
operated with Eraman Malaysia while 

the Mumbai store measures 20sqm and 
is operated with Nuance India.

“We have a huge amount of activity 
taking place in Asia this year with new 
locations opening across the region, 
including Cambodia, Japan, Hainan, 
China and Th ailand,” said Gerry Mun-
day, Furla’s global travel retail director.

 Th e Italian retailer has also been 
partnering with Hong Kong’s Fung 

Group since early this year and plans to 
open more than 100 stores in China. ra

Furla expands presence with new stores in Asian airports

Furla 
continues to 
expand its 
presence in 
travel retail 
across Asia.

Retail sales in China increased 13% to US$3.7 trillion last year, and consumer 
confi dence rose.

FOREIGN brands are facing a sales 
squeeze in China as market growth 
slows and local companies grow and 
establish their presence.

Research by Bain & Company 
and Kantar Worldpanel found that 
Chinese consumer goods companies are 
building market share at the expense 
of international brands. In particu-
lar, China’s market for soft drinks, 
packaged foods, personal care and 
other consumer staples has slowed by 
two-thirds since 2011, according to the 
research. 

Six in 10 foreign brands report los-
ing market share in last year.

Market growth for non-durable 
consumer goods slowed to 4.6% in the 
fi rst quarter of this year, down from 
10% growth in 2012 and 15% growth 
three years ago.

Growth in annual spending per 
household dropped from 9% in 2012 
to 4.6% last year, while the number of 
urban household grew 2.6% per year.

Th e research showed that overall, 
foreign brands lost share across the 26 
categories of consumer goods studied. ra

Foreign brands face sales 
squeeze in China
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 NEWS

“RESPONSIBLE CONSUMPTION” 
(RC) products now account for at least 
15% of all grocery sales — or a US$400-
billion global market, according to a 
report by Boston Consulting Group 
(BCG). Th ree-quarters of consumers in 
the most developed countries said they 
buy RC products at least occasionally. 
In the otherwise stagnant grocery sector, 
two-thirds of total growth in recent years 
has come from RC products, the report 
said.

BCG said even with a price premium 
that remains higher than conventional 
off erings, sales of RC products are grow-
ing because quality has improved and 
concerns about chemicals have increased. 
Th e report laid out the most RC-
product claims now available — labels 
that address organic, natural, social and 
fair-trade criteria. Even long-established 
claims, such as organic, continue to 
expand into new product categories and 
drive substantial growth.

For major consumer brands — 
referred to in the report as A brands — 
growth of products making organic or 
natural claims was just 1.3%, compared 
to 4.3% for private label and 12.5% for 

Socially responsible products 
represent major growth opportunity

specialty. Research suggests that many A 
brands have either ignored the trend or 
off ered unconvincing product extensions 
that have failed to win consumer trust, 
the report said.

“Missing out on the RC trend will 
jeopardise not just an A brand’s future 
growth,” said Marty Smits, a BCG 
partner and co-author of the report. “It 
might also undermine existing brand 
loyalty as consumers begin to see RC 

criteria as part of grocery quality in 
general.”

Smits and his co-authors argued that 
A brand manufacturers can succeed with 
RC products. After all, these companies 
start with substantial distribution advan-
tages. “But they need outside certifi ca-
tion of their claims if they’re going to 
convince wary consumers,” said Dan 
Wald, a BCG partner and co-author of 
the report.

He added that they can do that 
with a new brand, as Clorox did with 
Green Works, or by acquiring an existing 
specialty brand, as Unilever did with Ben 
& Jerry’s. A more ambitious but also suc-
cessful approach involves embracing an 
RC claim across the entire portfolio, as 
Starbucks has done with fair-trade coff ee.

Th e greatest opportunity for manu-
facturers of A brands is in categories with 
high expectations for quality, such as 
coff ee. Conventional A brands are still 
gaining some growth here, and adding a 
certifi ed RC claim would allow them to 
capture a higher price premium as well.

A copy of the report can be 
downloaded from www.bcgperspectives.
com. ra

DIVING deeper into mobile apps, 
WalmartLabs — which is Walmart 
Stores’ innovation lab — has acquired 
Stylr, a mobile app that allows shoppers 

Walmart caters to mobile shoppers

For major consumer brands — referred to  
as A brands — growth of products making 
organic or natural claims was just 1.3%, 
compared to 4.3% for private label and 
12.5% for specialty. 

to fi nd clothes in nearby stores. 
Stylr is WalmartLabs’ 13th acquisi-

tion in the past three years. Th e pur-
chase is the latest eff ort by Walmart, the 
world’s biggest retailer, to develop new 
digital tools to help create a seamless 
shopping experience for shoppers who 
are increasingly shopping both from 
stores and from their mobile phones.

Walmart CEO Doug McMillon, 
who took over the helm in February this 
year vowed Walmart would pick up the 
pace in technology in his address at the 
company’s annual shareholders meeting 
last month.

“It is important that we all under-
stand the shift that has happened in 
technology and retail, what it means for 
us, and what we’re doing to win,” said 
McMillon.

“People now spend more time on 
digital devices than they do watching 
TV. A lot of times, they’re doing both at 

the same time.”
Walmart appears to have a ripe 

audience: 65% of its customers own 
smartphones, while 80% of shop-
pers under the age of 35 do. Half of 
Walmart smartphone users have used 
the device in its stores to assist with 
shopping, Walmart offi  cials said.

Stylr will be removed from the app 
store at the end of last month, said a 
spokesman for WalmartLabs. Walmart’s 
own mobile app won’t run Stylr, but 
its technology will be used to develop 
future mobile innovations.

WalmartLabs technology enables 
Walmart’s mobile app to guide shop-
pers to products and tracks customers’ 
spending as they shop.

New York-based Stylr’s founders, 
Eytan Daniyalzade and Berk Atikoglu, 
will be joining WalmartLabs in 
San Bruno, California, as part of the 
deal. ra

The purchase of Stylr is the latest effort by 
Walmart, the world’s biggest retailer, to 
develop new digital tools to help create a 
seamless shopping experience for shoppers 
who are increasingly shopping from stores 
and from their mobile phones.
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 NEWS

RETAIL brand Gap has announced it 
plans to produce clothing in Myanmar, 
making it the fi rst US retailer to enter 
Myanmar since the country began its 
transition to democracy three years ago.

Two factories in Myanmar’s com-
mercial capital Yangon are reportedly 
producing vests and jackets for the com-
pany’s Old Navy and Banana Republic 
brands. A statement by the US embassy 
said the garments will be ready for sale 
in the US in summer.

Gap said it will produce its gar-
ments at factories owned by a South 
Korean company.

Garment exports from Myanmar, 
which had hit a high of US$850 million 

Gap is fi rst US retailer to enter Myanmar

Chow Tai Fook shines with gold 
HONG KONG-BASED jeweller Chow 
Tai Fook said its net profi t in the year 
to March 31 rose 32% as sales of gold 
products in China improved.

Net income grew to HK$7.3 billion 
(US$942 million) as revenue and overall 
same-store sales increased 35% and 19%, 
respectively.

“Th e remarkable growth in gold 
products, coupled with the growth in 
both gem-set jewellery and platinum/
karat gold products, validated our busi-
ness strategy to ride on the robust vol-
ume growth of mass luxury jewellery and 
the gradual improvement in consumer 
confi dence,” the company said.

During the 12 months, Chow Tai 
Fook added 241 new stores, taking its 
tally to 2,077. Going forward, it will 
open 200 new stores a year, mainly in 
China’s lower-tier cities.

Chow Tai Fook said, “Based on 
offi  cial statistics, jewellery demand in 
mainland China has been on the rise 
continuously and steadily for years. We 
believe this upward trend will continue 
and we are confi dent that our business 
will continue to benefi t from the colossal 
market potential in mainland China, 
especially in the lower-tier inland cities 
where economic growth and resilience 
to macro-economic changes are both 
strong.”

Th e 85-year old jeweller has 
focused recently on expanding its pres-
ence in mainland China’s lower-tier 
cities, which enjoy higher economic 
growth and are more resilient to global 

economic fl uctuations.
Chow Tai Fook is currently build-

ing a 221,000sqm “Jewellery Park” in 
Wuhan, Hubei, that will serve as a multi-
functional, integrated platform combin-
ing jewellery production, logistics and 
distribution, sales exhibition and tour-
ism, training, e-commerce and jewellery 
business support.

Separately, the company announced 
last month that it is buying US diamond 
jeweller Hearts on Fire for US$150 
million.

Company chairman Henry Cheng 
Kar-shun said the proposed acquisition 
is in line with the group’s strategies to 
optimise product mix and eff orts to 
promote higher value products to match 
the spending profi les of consumers to 
encourage repeat customer purchase.

Hearts on Fire has 11 owned stores 
in the US and Taiwan and more than 
500 shops-in-shops in 31 countries. 
Chow Tai Fook plans to open Hearts on 
Fire stores in Hong Kong and mainland 
China. ra

Chow Tai Fook has focused recently on expanding its presence in mainland China’s lower-
tier cities, which enjoy higher economic growth and are more resilient to global economic 
fl uctuations.

in 2001, plunged after the US imposed 
sanctions against the country’s former 
military junta more than a decade ago.

However, economic reforms in 
recent years have generated hopes of 
an investment boom in resource-rich 
Myanmar with a population of about 
60 million people. US fi rms including 
drinks manufacturers Coca-Cola and 

Pepsi and car makers Chevrolet and 
Ford have established a sales presence in 
the country. 

Exports to Myanmar soared from 
US$9.8 million in 2010 to US$145.7 
million in 2013. American imports 
from Myanmar have also grown, from 
zero in 2012 to US$30.1 million last 
year. ra

Gap has announced it 
plans to produce clothing 
in Myanmar, making it 
the fi rst US retailer to 
enter Myanmar since the 
country began its transi-
tion to democracy three 
years ago.
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 NEWS

Small merchants at Ben Thanh market 
adopt mobile payment
MASTERCARD and Sacombank have 
announced a partnership which equips 
small merchants at the iconic Ben Th anh 
market in Vietnam with mobile Point-
of-Sale (mPOS) terminals, enabling con-
sumers to pay for their purchases using 
payment cards for the fi rst time. 

As a result of this partnership, the 
Ben Th anh market in Ho Chi Minh, 
which previously operated on a cash-only 
basis, has become the fi rst wet market in 
Vietnam to accept electronic payments. 

MasterCard said a month after the 
initial launch of mPOS with Sacom-
bank, around 300 of such terminals have 
been deployed at Ben Th anh market and 
with insurance companies, providing a 
key impetus for driving the adoption of 
electronic payments in Vietnam. mPOS 
is a compact card reader that can be 

AUSTRALIAN retailer Myer has an-
nounced a series of executive appoint-
ments to put in place a strong executive 
team for its next phase of development.

Former Apparel Group’s CEO, Dan-
iel Bracken, and Australia Post’s execu-
tive general manager of e-commerce and 
parcel services, Richard Umbers, are set 
to join the leading department store.

Senior executives boost Myer’s development

Myer has announced a series of executive 
appointments to put in place a strong 
executive team for its next phase of 
development.

Robinsons Retail seeks to 
expand through acquisition
ROBINSONS RETAIL of the Philip-
pines plans to acquire small chains to 
increase its competitiveness. 

Th e company, a retail arm of the 
Gokongwei family, plans to spend Ps26 
billion (US$596 million) between now 
and 2016 to buy grocery or pharmacy 
chains of three to eight outlets outside 
Metro Manila.

President Robina Gokongwei-Pe 
said towns outside Manila present 
opportunity because the penetration 
of modern trade is still very low and 
people are looking for a better store 
environment, better product range and 
better customer service.

Robinsons Retail has already start-
ed to implement its plan by acquiring 
Chavaz Pharmacy, which runs seven 
drugstores in Batangas, a province 
south of Manila.

Th e company targets 1,400 stores 
across diff erent formats by the end of 
this year, up from 1,064 in December.

Its main rival SM Retail recently 
bought a 34% stake in CityMall Com-
mercial Centers, which aims to build 
100 CityMalls by 2020.

James Lago of PCCI Securities 
Brokers Corp, commented that acqui-
sition is a smart move because it saves 
the money startup costs. ra

plugged into smartphones and tablets, 
and functions as a card acceptance termi-
nal over 3G or Wi-Fi connection. 

Arn Vogels, country manager for 
Indochina, MasterCard said, “In Viet-
nam, limited acceptance is one of the key 
factors that hinders the development of 

Ben Thanh market in Ho Chi Minh, which 
previously operated on a cash-only basis, 
has become the fi rst wet market in Vietnam 
to accept electronic payments. 

electronic payments. Our collaboration 
with Sacombank extends the benefi ts of 
electronic payments to both merchants 
and consumers. Merchants who were 
previously unable to accept card pay-
ments now can use their own mobile 
phones as POS terminals to process 
card transactions, embedding them 
more fi rmly in the fi nancial system. 
Meanwhile consumers who previously 
might have only carried cash now have 
more reasons to be banked and adopting 
electronic payments.”

MasterCard said mobile devices 
are rapidly transforming the payments 
experience. Merchants, including door-
to-door sales people and street vendors 
that have never accepted card payments 
are turning to mPOS solutions that help 
expand their customer base and sales. ra

Bracken will join the company in 
a new role as chief merchandise and 
marketing offi  cer, reporting directly to 
Myer CEO Bernie Brookes. He will 
manage the merchandise areas of design, 
sourcing, buying and manufacturing, as 
well as advertising, digital, marketing, 
events, and execution of the Myer brand 
strategy.

Since 2011, Bracken has been CEO 
of Th e Apparel Group, which owns the 
Sportscraft, SABA, Willow and JAG 
brands.

Umbers will join Myer as chief infor-
mation and supply-chain offi  cer, which 
is also a newly created position.

In this role, Umbers will manage the 
key areas of Myer online services, infor-
mation technology including payment 
systems, supply chain and the Myer one 
loyalty programme. Umbers will also 
oversee the further development and 
strengthening of Myer’s omnichannel 
off ering. ra
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DEMAND by consumers for free and 
convenient delivery is driving online 
retailers and delivery service providers to 
look for a wider range of delivery meth-
ods. Among the trends on the market are 
intensifi ed competition for quick deliv-
ery, growth of the free delivery option, 
and a movement of some retailers to 
establish their own logistics and delivery 
services.

Researchers at Hamburg-based sec-
ondary research organisation yStats.com 
report in their new publication, Global 
B2C E-Commerce Delivery 2014, that 
since Amazon.com introduced same-day 
delivery in the US, many e-commerce 
players and multi-channel retailers have 
followed, such as Google Shopping, 
eBay and Wal-Mart in the US, online 
luxury retailer Net-a-Porter in the UK, 
online merchants Snapdeal in India and 
Jingdong in China. 

However, global surveys show that 
many online shoppers value free delivery 
over same-day delivery. Shoppers also 
want other delivery options such as de-
livery at an appointed time and pick-up 
in-store or at another arranged location. 

Another trend is that retailers are 
developing and strengthening their own 
delivery networks, moving fulfi lment 
centres closer to customers and increas-
ing delivery from nearby stores rather 
than logistics centres where possible. By 

Shoppers want free delivery, faster 
delivery and more options

intensifying these activities, online and 
multi-channel merchants are entering 
the province of fulfi lment companies 
and parcel carriers such as DHL, UPS 
and FedEx.

In the North American e-commerce 
market, more merchants in the US off er 
free and same-day delivery options, 
while the larger ones are developing their 
own delivery fl eets. More than three 
quarters of online shoppers value free 
delivery more than same-day delivery. 

In Asia, online shoppers gener-
ally seem to give more importance to 
speed of delivery. Fast delivery was an 

important criterion for choosing an 
online shop for nearly 20% of online 
shoppers in Japan in 2012. A third of 
online shoppers waited for three days for 
their online purchase to arrive, while a 
slightly larger share waited for around 
week at one point last year. Moreover, 
the majority of online shoppers in Japan 
would like to have the option to specify 
delivery hours and to choose the delivery 
day. 

In South Korea, B2C e-commerce 
delivery is one of the major fi elds for 
intense competition in online retail. Th e 
majority of B2C e-commerce orders 
were delivered door-to-door last year, 
nearly all by couriers, as postal services 
accounted for less than 1%.

Competition on the fast-growing 
B2C e-commerce delivery market in 
China is fi erce, involving local and in-
ternational operators and retailers, who 
fi ght for off ering more options and faster 
delivery times. In September last year, a 
high double-digit share of online shop-
pers in China regarded free shipping as 
the major factor in B2C e-commerce 
delivery.

In India, several large online 
merchants launched same-day delivery 
early this year despite the undeveloped 
logistics infrastructure. 

In Indonesia, less than 20% of 
online shoppers have ever received free 
delivery of goods purchased online, 
while in Singapore this share was higher 
than a third. ra

JAPANESE lifestyle retailer Muji is the 
latest brand to get onto the Chinese 
e-commerce site Tmall to cater to 
Chinese online shoppers.

Although Muji already owns its 
own online shopping site in China, 
it has collaborated with Tmall to take 
advantage of the latter’s increasing 
consumer base.

Tmall, a marketplace owned by 
Alibaba Group, has recently attracted a 
number of international brands, includ-
ing Spanish fashion brand Zara, British 
luxury brand Burberry, US clothing re-
tailer Gap and Japanese brand Uniqlo.

Muji, a brand distinguished by its 
minimalist design, off ers everything 

from stationery to kitchen utensils and 
fashion items.

Besides the online shop at Tmall, 
Muji also sells through 100 physical 
stores in China, which is its largest 
overseas market. ra

Muji joins brands in Tmall site

Global surveys show that many online shoppers value free delivery over same-day delivery. 
Shoppers also want other delivery options such as delivery at an appointed time and pick-up 
in-store or at another arranged location. 

Muji sells 
through 
100 physi-
cal stores 
in China, 
which is 
its largest 
overseas 
market.
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Online sales of FMCG set to soar
ONLINE sales of fast-moving consumer 
goods (FMCG) will rise by nearly 50% 
by 2016.

Kantar Worldpanel anticipates that 
e-commerce will account for US$53 
billion of the global FMCG market by 
2016 — an increase of US$17 billion 
(47%) on the current US$36 billion.

And it says Asia will be the next 
major growth market.

South Korea will continue its lead 
position with online accounting for 
13.8% of FMCG sales by 2016. Today, 
55% of Korean shoppers buy online, 
an exceptionally high fi gure that is not 
matched by any other country in the 
world. 

Online FMCG market share will 
continue to grow rapidly in Taiwan and 
China to achieve 4.5% and 3.3% share 
of the total FMCG market respectively.

Kantar says the growth of online 
FMCG sales presents a prime oppor-
tunity for retailers and brands. Current 
online shoppers, typically middle and 
upper class, tend to favour branded 
products over own-label making it an 
ideal platform for brands. 

Stéphane Roger, global shopper and 
retail director at Kantar Worldpanel, 
said: “Although online only makes up 
a small share of FMCG sales at the 
moment, all countries are witnessing 

considerable growth. Th e future belongs 
to retailers and brands that see the bigger 
picture and leverage the opportunities 
provided to broaden their target markets.  
Being a slow adopter has the potential 
to signifi cantly damage sales and erode 
market share.”

Th e Kantar report reveals the barriers 
which prevent retailers and brands from 
engaging with the online channel. It 
shows the majority of these are perceived 
rather than based on how consumers 
actually behave. Th ey include a fear that 
having an online presence will mean 

sales in physical stores are cannibalised 
and that consumers will become less 
loyal if they shop online. Kantar says the 
research shows that the opposite is true 
for both of these scenarios.

Roger continued: “One of the main 
concerns for FMCG players is that 
e-commerce will take spending away 
from physical channels. However, this is 
also one of the biggest misconceptions. 
Having an online off er helps retailers to 
secure additional revenue rather than 
cannibalising existing spend in brick-
and-mortar stores.” ra

ALIBABA has launched 11Main.com, 
an e-marketplace in the US with thou-
sands of boutiques designed to replicate 
shopping on a local Main Street.

11Main.com gives shoppers access 
to between 1,000 and 2,000 virtual bou-
tiques where they can purchase niche 
and hard-to-fi nd items.

“We want it to be like shopping 

Alibaba launches e-marketplace in the US

E-commerce will account for US$53 billion of the global FMCG market by 2016. 

Main Street from the Web,” said Mike 
Effl  e, 11Main.com’s president and 
general manager. Th e site off ers products 
from categories including Fashion & 
Style, Home & Outdoor, Jewellery & 
Watches, Baby & Kids, Collecting & 
Art, and Crafts, Hobbies & Toys.

Effl  e said 11Main.com is operated 
with the expertise from three e-com-

merce vendors: Auctiva and Vendio 
Services Inc, both acquired by Alibaba 
in 2010, and SingleFeed, which was 
bought by Vendio in 2011. Th e three 
vendors off er merchants tools to help 
sell online either via standalone e-com-
merce sites or on the Web marketplaces 
of Amazon.com Inc and eBay Inc.

About half of the stores launched 
on 11Main are current clients of the 
three vendors. 11Main.com also has a 
merchandising team to recruit and sign 
up shops.

Effl  e stressed that 11Main.com is 
diff erent from other sites in that each 
shop is a professional business and not 
hobbyists looking for some extra cash. 
Many operate boutiques in small towns 
or neighbourhoods of chic cities and 
want to reach more shoppers. Th ey are 
specialty shops, boutiques and shop 
owners. ra

11Main.com gives 
shoppers access 
to between 1,000 
and 2,000 virtual 
boutiques where 
they can purchase 
niche and hard-to-
fi nd items.
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SOSOON offers e-fulfi lment service
WHILE one of the most cited benefi ts 
of online shopping is time effi  ciency and 
convenience — the consumer can shop 
at any time and shop quickly through a 
few clicks — online retailing creates new 
responsibilities for e-tailers. 

Robert Van Lith, general manager for 
Uitox, the company behind the online 
store SOSOON, said e-tailers must have 
the back-end and the fulfi lment process-
es in place to match up to the promise 
of online shopping. Otherwise, they fail 
to meet customer expectations and their 
customers lose part of the benefi ts prom-
ised. In the case of SOSOON customers, 
the promise is to deliver within 24 hours, 
free delivery for purchases above S$40, as 
well as cost-free and hassle-less returns.

Van Lith said e-commerce will be 
successful only if there is an ecosystem 
of services that enable online retailers to 
deliver on the promise. He stressed that 
shoppers want more than just product 
variety from online retailers, but a num-
ber of other important attributes, such 
as trust, transparency and better prices. 
“First of all, trust is important, especially 
on payment. Th e consumer wants to 
know that his money is safe when he 
pays on order, that he will get the prod-
uct he wants and that the product will be 
delivered.”

Th e consumer also wants no sur-
prises, no hidden costs; therefore, he 
wants to be clear about delivery charges, 
delivery times and cost of returns, said 
Van Lith. Furthermore, the consumer 
expects lower prices when he buys online 
than in a physical retail store.

To help online retailers deliver on the 
promise, SOSOON is off ering its fulfi l-
ment services to other online retailers.

“At SOSOON, our front-end (web-
site) and back-end systems (payment 
gateway and logistics) are connected in 
real time. Our established infrastructure 
called Uitox Inside is an integrated sys-
tem linking up the vendor, the website, 
inventory management, fi nance and 
logistics.”

Van Lith said Uitox can fi ll a gap 
currently existing in the Singapore 
e-commerce marketplace. “E-commerce 
is still immature in Singapore, and the 
infrastructure in general is not yet in 
place for single-parcel shipment. We 
believe good inventory management is 
a key factor for success, but we are not 
sure the right mindset is in place.”

Van Lith said SOSOON is keen to 
work with vendors that can leverage its 
Uitox Inside infrastructure in diff erent 
ways, depending on the need and the 
e-commerce maturity of the partner. 
“We welcome partners to put their 
products under consignment in our 
warehouse and we will be able to fulfi l 
their orders within 24 hours.”

Potential partners could include 

WECHAT users can now set up “mini 
online stores” through the messaging 
app.

Tencent, which owns WeChat, now 
allows its users to upload photos of 
merchandise, manage orders and com-
municate with customers.

Th e move is part of Tencent’s strat-
egy to make money out of WeChat. 
Th e messaging platform has 396 mil-
lion active users monthly and is valued 
at US$64 billion.

“It’s great in terms of moving for-
ward with their monetisation plans; it’s 
another revenue stream,” said Stephen 
Yang, an analyst at Sun Hung Kai 
Financial.

Analysts said the move is also per-
ceived to be WeChat’s stepping stone to 
challenge the dominance of Alibaba. ra

WeChat users can now sell online

Uitox’s Robert Van Lith: “First of all, trust is important, especially on payment. The consumer 
wants to know that his money is safe when he pays on order, that he will get the product he 
wants and that the product will be delivered.”

Tencent, which owns WeChat, now allows 
its users to upload photos of merchan-
dise, manage orders and communicate 

with customers.

companies that are less experienced with 
e-commerce but understand the growth 
of online retailing, branded companies 
that have their own website but want 
excellent fulfi lment service, and vendors 
abroad that sell their products in Singa-
pore on marketplaces such as Qoo10 and 
Rakuten but currently have their ware-
houses located in China, Japan, Korea or 
Taiwan. ra
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Retail CEOs not making required 
supply-chain transformation 

HALF of worldwide CEOs recognise 
that their supply chain can be a strategic 
diff erentiator. However, 83% of the same 
CEOs believe that their retail supply 
chains are currently “not optimal” for 
today’s changing retail environment.

In a global survey of more than 
400 retail industry CEOs conducted by 
PricewaterhouseCoopers (PwC) for JDA 
Software, CEOs indicated what they are 
doing to adapt to this changing environ-
ment and establish a new foundation for 
growth.

 As mobile commerce comes of age, 
one of the biggest challenges facing 
CEOs is managing the transformation 
to omnichannel retailing. However, 
only 34% of CEOs consider the rise of 
omnichannel shopping to be an external 
threat, while only 22% said it will have a 
direct impact on their organisation.

“Th e rise of omnichannel is one of 
the most transformational shifts that has 
occurred in retail in recent times,” said 
Baljit Dail, chairman of the board and 
interim CEO, JDA Software. “Retail-
ers who don’t understand the strategic 
alignment of their supply chain with 
consumer expectations are in danger of 
becoming non-competitive. Th is isn’t 
about making a tweak to the operating 
model, it requires a massive change.” 

CEO priorities focused on 
‘traditional’ growth areas
In the survey, CEOs said their top 
priorities are centred on more traditional 
areas of growth — by entering into new 
regions and markets, by opening more 
stores, or through mergers and acquisi-
tions. JDA said these priorities highlight 
potential missed opportunities for more 
than two-thirds of CEOs who fail to 
consider enhancing distribution capacity 
and supply chain as a key contributor to 
drive profi table growth.

Competitive threats top list 
of CEO concerns
CEOs think three fundamental risks will 

have the most impact on their organisa-
tion over the next three years: Increasing 
competitive threats (41%), margin ero-
sion and cost reduction (39%), and at-
tracting and retaining customers (24%).  

According to JDA, these answers 
reveal a potentially sizeable gap between 
recognised risk and a strategy to address 
that risk. While there are plenty of ex-
ceptions, maintaining a strong customer 
value proposition is directly tied to 
supply-chain profi ciency.

Supply chain as strategic 
differentiator
Th e survey revealed that CEOs who focus 
on optimising their supply chains have 
15% lower supply-chain costs, less than 
half the inventory levels and more than 
three times shorter cash-to-cash cycles.

Only 15% of CEOs believe that their 

supply chain today is resilient enough 
to address the threat of external disrup-
tions. While CEOs who have focused on 
supply chain have seen results, there is 
an opportunity for additional investment 
in the space versus other categories of IT 
spending, said JDA.

“Taking a cautious, incremental ap-
proach to this kind of market disruption 
can be a deadly course of action,” said 
Dail. “Th ere seems to be a clear discon-
nect between the actions required to 
make the transformation to today’s retail 
environment with what is being currently 
done by many of these companies. With 
speed as the new currency, accelerat-
ing time to market and responsiveness 
through an agile, connected supply chain 
must be closely aligned with growth pri-
orities to successfully compete and defend 
profi t margins.” ra

In a global survey, the majority of the world’s CEOs believe their retail supply chains are 
not optimal. JDA Software warns that supply chain has become a mission-critical issue 
that retail CEOs need to look into.

“Retailers who don’t understand the strategic 
alignment of their supply chain with consumer 
expectations are in danger of becoming non-
competitive. This isn’t about making a tweak 
to the operating model, it requires a massive 
change.”

— Baljit Dail, Chairman, JDA Software
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AEB ASIA-PACIFIC has announced a 
new version of its ASSIST4 Monitoring 
& Alerting solution. Th e latest version 
off ers business fl exibility and superior 
performance through its new messag-
ing framework and enhanced tracking 
features. 

ASSIST4 Monitoring & Alerting en-
sures transparency and helps synchronise 
events along the supply chain, enhancing 
collaboration, control and with the plat-
form architecture allowing a centralised 
approach across the globe.

“We are looking at the latest version 
of ASSIST4 Monitoring & Alerting as a 
conduit for businesses to benefi t through 
improved transparency across shipments 
and the fl ow of goods, and from features 
that optimise interactions with their cus-
tomers, partners and service providers,” 
said Th omas Halliday, general manager, 
AEB (Asia-Pacifi c) Pte Ltd. “We are con-

AEB launches ASSIST4 monitoring solution

Manhattan Associates optimises 
supply chains of Clarins and Sephora 
SUPPLY-CHAIN commerce solutions 
provider, Manhattan Associates Inc, an-
nounced that SDV, the global leader in 
supply-chain management services, has 
successfully deployed Manhattan Associ-
ates’ Warehouse Management Solution 
to orchestrate the regional supply-chain 
operations of Clarins and Sephora in 
South-east Asia. 

French company Clarins is an 
international manufacturer and distribu-
tor of cosmetics, skincare and perfume 
brands. With the support of Manhattan’s 
solutions, SDV operates Clarins’ regional 
distribution centre (RDC) in Singapore,  
which, in turn, replenishes the cosmetics 
group’s country-level distribution centres 
(DCs) throughout Asia-Pacifi c. 

Th e RDC also distributes Clarins’ 
products directly to the Singapore mar-
ket, handles returns from local stores and 
manages inventory fl ows within Asia, 
between France and Asia and from the 
Singapore hub to global destinations. 

According to Manhattan Associates, 
its Warehouse Management Solution 
helps SDV in a number of ways: Drive 
operational improvements within the 
RDC — including the optimisation of 
warehouse space and picking productiv-

ity; streamline batch decoding to better 
manage manufacturing and expiry dates; 
and improve service levels to stores and 
franchisees across the region.

Sephora, a Louis Vuitton Moet 
Hennessy (LVMH) group company and 
global perfume and cosmetics brand, 
has also benefi ted from the SDV’s 
deployment of Manhattan’s Warehouse 
Management Solution. SDV manages 
DCs for Sephora in both Singapore and 
Th ailand. 

Th e Singapore DC delivers 
Sephora products directly to stores in 
both Singapore and Malaysia while 
the Th ailand DC is dedicated to serving 
stores in Th ailand only. Both DCs 
also handle returns and ensure products 
are compliant with local sales and 

tagging requirements. 
With Manhattan’s technology, 

Sephora has seen the introduction of a 
FEFO (fi rst-expired, fi rst-out) picking 
methodology and batch-picking for 
mixed carton preparation while space 
utilisation and DC operation productiv-
ity has also improved.

“SDV is rolling out Manhattan’s 
Warehouse Management Solution — 
and other components from its Supply-
chain Commerce Platform — all over 
the world, and the successful deploy-
ments at Sephora and Clarins have 
really been textbook projects involving a 
combined team from Manhattan, SDV 
and the client teams in each case,” com-
mented Jean-Yves Gras, Supply Chain 
and Logistics director at SDV. ra

With the 
support of 
Manhattan’s 
solutions, SDV 
operates 
Clarins’ 
regional 
distribution 
centre (RDC) in 
Singapore.

fi dent that the additional capabilities of 
the new version will assist our customers 
immensely when they unlock its power.” 

Th e enhanced version of ASSIST4 
includes a new messaging feature which 
automatically generates text or e-mail 
alerts when pre-defi ned events occur. 

Businesses can notify the consignee when 
the goods are issued, e-mail customs 
documents to the customs broker when 
shipments are ready, generate text alerts 
when delays in the supply chain occur 
— and much more.

Th e software features a message cock-
pit in which all text and e-mail alerts are 
logged. ASSIST4 Monitoring & Alerting 
lets businesses attach various document 
types to business objects, where they 
can be downloaded by all supply-chain 
partners. Th is might be useful if a busi-
ness wishes to make customs documents 
available in advance for the import 
customs clearance.

Th e software also features an en-
hanced authorisation concept that allows 
role-based access to business object at-
tachments so that only users with one or 
more defi ned roles can view a particular 
document. ra

AEB’s 
Thomas 
Halliday: 
“We are 
confi dent 
that the 
additional 
capabilities 
of the new 
version will 
assist our 
customers 
immensely 
when they 
unlock its 
power.”
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Voice picking solution improves
warehouse order fulfi lment
accuracy at Schweppes Australia DC
THE Schweppes story began in 1783 
when Jacob Schweppe brought ‘Schwep-
pervescence’ to life. He perfected a way 
of capturing and bottling bubbles (the 
process of carbonation) — and founded 
Schweppes in Geneva. Th e company 
eventually expanded into England and 
his fi zzy soda waters were endorsed by 
leading doctors and sold as a treatment 
for a variety of ailments. It was described 
as “a safe and cooling drink for persons 
exhausted by much speaking, heated by 
dancing or crowded assemblies”.

During the 1870s, the famous 
Schweppes Tonic Water and Ginger Ale 
were added to the range and the com-
pany continued to expand geographi-
cally with factories opening around the 
world.

Today, Schweppes continues to be 
well-known in international markets, 
and in Australia it is a leading company 
in the Australian non-alcoholic beverage 
market.

Schweppes Australia’s Archerfi eld 
Distribution Centre (DC) in Queens-
land operates fi ve days a week, 24 hours 
a day and can pick up to 16,000 cases 
every day. Schweppes Australia deliv-
ers to about 5,000 customers out of 
Archerfi eld and on a national basis the 
company delivers to roughly 30,000 
customers. 

In order to improve its warehouse 
operations, and specifi cally improve 
picking accuracy and effi  ciency, 
Schweppes Australia’s Archerfi eld DC 
recently deployed a fully-automated 
voice solution across their facility. Th e 
solution, comprising Dexion’s Real-time 
Distribution System (RDS) in com-
bination with Talkman A500 mobile 
computing devices from Vocollect by 
Honeywell, quickly resulted in signifi -
cant improvements. 

Prior to utilising the automated 
voice-directed picking solution, 
Schweppes Archerfi eld site used manual 
paper processes. Th is system would rely 
on workers planning their picking routes 
based on paper picking sheets, which 
led to ineffi  ciencies and also allowed for 
human error. 

“Due to a lot of the Schweppes 
product descriptions being similar, if a 
picker in our warehouse didn’t take the 
time to read a pick sheet correctly, a 
product would be loaded and directed to 
the wrong location, which could result 
in customer service issues,” said Nathan 
Lucinsky, Archerfi eld DC manager, 
Schweppes Australia.

“In our fi rst week using the voice 
system, picking errors were reduced 
by 90%,” said Mike Heide, Queens-
land Distribution manager, Schweppes 
Australia. “Our employees now have 
greater freedom, mobility and safety 
with a wireless headset and the Vocollect 
Talkman mobile device.”

With the automated voice solution, 
Schweppes’ Archerfi eld DC workers are 
directed via the new Vocollect SRX2 
Wireless Headset to a specifi c location 
in the warehouse to pick a specifi c type 
of product and there is no chance of 

manual intervention. 
Paul Phillips, Regional manager — 

Australia/New Zealand for Vocollect by 
Honeywell said the voice system helps to 
enhance Schweppes Archerfi eld facility’s 
customer service levels by automating 
the picking process. Th e Vocollect voice 
solution directs workers to their correct 
location, tells them how many cartons 
or products they need to pick, gets them 
to confi rm this back to the system — 
taking a carton count. Th is process helps 
ensure correct products are picked and 
go to the right customer.  

“Th e fully-integrated, seamless 
system eliminates double handling of 
pallets and eliminates non-value add re-
petitive tasks from day-to-day activities 
— all of which adds up to more effi  cient 
and accurate DC operations,” said Mike 
Dowd, systems solutions manager for 
Dexion. ra

Schweppes Australia’s Archerfi eld 
Distribution Centre (DC) in Queensland 

operates fi ve days a week, 24 hours a day 
and can pick up to 16,000 cases every day. 

Schweppes Australia delivers to about 
5,000 customers out of Archerfi eld and on 

a national basis the company delivers to 
roughly 30,000 customers. 
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UPS has opened a new contract logistics 
distribution facility in Beijing. It said 
the 6,500sqm warehouse space located 
19km from Beijing International Air-
port serves growing demand in China 
and is capable of servicing contract 
logistics orders with four-hour delivery 
within the metropolitan Beijing area and 
next-business-day orders for major cities 
throughout China. 

“Th e Beijing facility is the latest 
addition to UPS’s portfolio of contract 
logistics facilities nationwide, which 
strengthens our integrated China 
network,” said Craig Foster, UPS Asia-
Pacifi c senior vice-president of supply 
chain and healthcare logistics. 

“Our warehouses throughout China, 
including the new facilities in Beijing, 
Shanghai and Chengdu enable us to 
eff ectively support local businesses with 
same-day or next-business-day delivery 
across China, and give customers better 
access to developing cities throughout 

UPS expands contract logistics reach in China
to serve growing demand

Mobile racking increases capacity 
by 30% for Oxford Cold Storage
DEMATIC, a materials handling and 
logistics automation company, has 
helped Oxford Cold Storage in Australia 
implement a mobile pallet racking 
system that increases the capacity of its 
new freezer housing at Laverton North in 
Melbourne by 30%.

Oxford Cold Storage, Australia’s 
largest privately-owned, temperature-
controlled storage specialist, recently 
added a new freezer facility housing more 
than 23,000 pallets at its Laverton North 
complex. A key feature is Oxford’s fi rst 
application of mobile pallet racking. Th is 
raised storage capacity within a section 
of the new warehouse from 5,748 pallets 
with double-deep racking to 7,672 — an 
increase of 30%. 

Th e mobile pallet racking system 
comprises 25 double rows of selective 
ColbyRACK split across three zones. 
Th is confi guration allows up to three 
aisles to be opened simultaneously, 
enabling multiple RF-directed forklifts to 
put away and retrieve stock concurrently.

An interface to Oxford’s warehouse 

management system automatically opens 
the required aisle as forklift drivers ap-
proach the racks, while control panels 
mounted to the front of the racks can 
also be used to manually operate them.

Instead of being secured to the 
warehouse fl oor, the racks are mounted 
to electrically-powered mobile bases — 
called bogies — which run on special 
hot-rolled cast steel rails.

Th e technically-demanding project 
was implemented by a multinational 
team comprising Oxford’s long-term lo-
gistics partner Dematic, mobile racking 

equipment supplier Storax and mobile 
racking installer Barpro.

Commenting on the project, Oxford 
Cold Storage director Paul Fleiszig said: 
“While we operate the largest single cold 
storage site in Australia, that doesn’t 
mean we can aff ord to waste space. Th at 
is why we re-evaluated the viability of 
mobile racking for the recent extension.

While the mobile racking system is 
more expensive than static pallet rack-
ing, the additional storage capacity the 
system provides will enable an acceptable 
ROI.” ra

the country, while tapping on local 
expertise to support operations, trade 
management, solutions and implemen-
tations.”

Th e opening of the Beijing facility 
follows closely after the opening of simi-
lar UPS distribution centres in Chengdu 
and Shanghai last year. Together, the 
centres support growing industries 
in China, including retail, high-tech, 
industrial manufacturing and aerospace. 
Capabilities of these facilities include 
order fulfi llment, inventory manage-
ment, kitting, packaging and other 
specialised value-added services. 

In recent years, UPS has expanded 
its presence in China through a number 
of strategic investments focused on 
building capacity and strengthening its 
network. UPS’s China post-sales service 
spans 87 cities. In addition to the new 
facilities, UPS has also developed its 
gateways in central and western China 
with fl ights connecting Chengdu and 

Zhengzhou to the extensive UPS global 
network. 

According to market research 
fi rm Transport Intelligence, China is 
expected to overtake Japan in becoming 
the largest contract logistics market in 
the Asia-Pacifi c region by 2016, driven 
by rising domestic consumption from 
a growing middle class and the gradual 
move of Chinese businesses up the value 
chain. ra

Oxford Cold Storage’s Paul Fleiszig: ”While 
we operate the largest single cold storage 
site in Australia, that doesn’t mean we can 
afford to waste space.”

In recent years, UPS has expanded its pres-
ence in China through a number of strategic 
investments.

An interface to Oxford’s warehouse man-
agement system automatically opens the 
required aisle as forklift drivers approach 
the racks.
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REVIONICS INC, which delivers 
solutions for omnichannel merchandis-
ing strategies, has announced the latest 
release of the Revionics Markdown 
Optimisation solution. Th is provides 
new capabilities that enable retailers 
carrying short life-cycle products — such 
as fashion products — to localise and 
prioritise decisions at speed and scale for 
increased profi tability.

Th e new enhanced solution helps 
retailers optimally localise and prioritise 
start-date, cadence, depth and Distribu-
tion Centre (DC) allocation decisions by 
taking into account multiple factors such 
as inventory depletion rates, shopper 
demand patterns, seasonality, budget and 
labour constraints.

Revionics CEO Marc Hafner said: 
“Across the board markdowns have 
challenged retailers for decades. Typi-
cally,  retailers have struggled with ‘too 
much too soon’ or ‘too little too late’ due 
to enterprise-wide, emotional decisions 
which haemorrhage margins and do 
not achieve fi nancial objectives. Our 
solution combats this challenge and fuels 
fact-based markdown decisions that align 
with local shopper-demand for optimal 

Revionics extends Markdown 
Optimisation solution

profi tability and a strong competitive 
edge.”

Revionics says its solution lever-
ages advanced predictive analytics and 
demand-based science to ensure retailers 
have the right product, price, promo-
tion, placement and space allocation for 
optimal results across all touch points in 
the omnichannel shopping episode — 
online, in-store, social and mobile. 

IN an illustration of the use of big 
data, AdNear, a big data company 
that leverages geo-location to drive 
advertisement targeting across mobile 
devices, has shared insights about 
Australian shoppers garnered from its 
latest research.

According to AdNear, Australian 
shoppers prefer visiting grocery stores 
and general retail outlets on Th ursday 
evenings. While grocery shopping 
seemed to be the great equaliser, with 
nearly the same number of men as 
women frequenting supermarkets, 
ladies were more likely to hit the retail 
stores.

AdNear’s research was conducted 
between February and April this year 
among 300,000 mobile users in fi ve 
cities — Sydney, Melbourne, Perth, 
Adelaide and Brisbane. Th e study 
tracked shopping habits of home 

makers, professionals, the affl  uent and 
students based on their location data to 
form behaviour insights.

Homemakers shop the most — 
they were the largest audience segment 
in general retail outlets. Th e only ex-
ception was in Sydney with profession-
als coming out on top. Th ere were also 
more homemakers, followed by profes-
sionals, who shopped for groceries.

Grocery shopper numbers were 
generally steady across each week of 
the month, with a slight dip in the last 
week, likely attributed to dwindling 
household budgets. 

General retail shopper numbers 
in Melbourne, Sydney and Perth were 
consistent throughout the month, but 
Adelaide and Brisbane witnessed dips 
in the last two weeks of the month.

Although Th ursday was most popu-
lar for shopping, many general retail 

shoppers in Melbourne and Sydney 
were also at stores on Sunday. Week-
ends, however, were less popular than 
weekdays for grocery shoppers across all 
fi ve cities.

“Location-based data can help 
grocers and retailers identify the most 
popular day of the week, the best time 
of day and the right target audience for 
eff ective consumer outreach to yield 
enhanced results,” said Anil Mathews, 
founder and CEO of AdNear. “Brands 
can leverage these insights to plan 
marketing campaigns and unique off ers 
that appeal to specifi c crowds according 
to their location.”

AdNear reaches out to 245 mil-
lion profi led users in South-east Asia, 
Australia and India through mobile 
advertising. Th e company claims it has 
the largest database of location-based 
audiences in Asia-Pacifi c. ra

Using big data to know Australian shoppers

Th e solution is off ered on a scalable, 
high performance cloud-based SaaS 
platform.

Revionics Markdown Optimisation 
supports both markdown event planning 
as well as ongoing in-season markdown 
recommendation processes and automat-
ically adapts ‘next step’ recommendations 
weekly or on-demand as new trends 
emerge. ra

The Revionics Markdown Optimisation solution provides new capabilities that enable 
retailers carrying short life-cycle products  to localise and prioritise decisions at speed and 
scale for increased profi tability.
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A true-blue 
world-class retailer

H
e has been described as a leader with an amazing work ethic. More 
recently, at his re-appointment announcement, his boss, Myer 
chairman Paul McClintock said the company is delighted to secure 
the continued services of a “world-class retailer”. 

Bernie Brookes, CEO and managing director of Myer Holdings, is well-
deserving of the accolade and many others.

Brookes has worked at retail for 35 years, 27 of which were in Woolworths, 
the largest supermarket/grocery store chain in Australia. Th e most recent eight 

years were spent at Myer, Australia’s largest department store chain, where Brookes 
continued to build a solid track record of performance and results.

When he joined Myer in 2006, the company was hemorrhaging with a loss of 
A$66 million (US$62 million). With a single-minded focus on fi xing the business, 
Brookes established a major recovery plan that not only returned the business to 
profi t, but also laid the foundation for repositioning the Myer business to meet new 
challenges and to be ready for investing in the future.

“We turned the business around and accelerated profi t from minus A$66 million 
to a positive of more than A$200 million and kept at that profi tability level for four 
years. We had a business that was broken and focused on implementing three phases 
to recovery,” Brookes shares candidly.

“Phase One was to get the infrastructure right. We made heavy investments in 
technology and new distribution systems. From 2006 to 2011, we invested A$600 
million in new technology, new systems, a new supply chain and warehouses. Th en 
in Phase Two, we refurbished the stores. From 2011 to 2014, we made over more 
than 24 Myer stores.

“We are now about to enter the third phase of our rebuilding, moving to the 
omnichannel/digital stage and building on customer loyalty. Th is is where we can 
gather the fruits of our fi rst two phases of investments.”

Brookes is matter-of-fact about what it takes to succeed in the tough retail 
environment. “Retail today is not a one-trick pony. At times you have to have a cost 
focus, then an infrastructure focus, and now, a digital customer interface.”

To him, the cost focus is critical, the store transformation is strategic, and 
infrastructure building is paramount. 

Along the way, there may have been detractors questioning Myer’s slow uptake 
of online sales. Th at drew a steady response from the experienced CEO at the 
Australian Retailers Association Awards Breakfast in Melbourne last year. Brookes 
said his fi rst priority was to improve the company’s overall performance. “I focused 

on fi xing the fundamentals of the business, the supply chain, getting the product 
to the customer, the IT, the visual merchandise in store and didn’t focus enough on 
what would be the 2011-2013 and 2011-2014 future,” he said. “So the criticism 

Bernie Brookes

Retail is not a one-trick pony, says Bernie Brookes, 
CEO of Myer Holdings, and therefore he bets on 

a strategic fi ve-point plan aimed at delighting 
and inspiring customers and gaining their loyalty. 
Sharon Tian learns more from this world-class 

retailer.
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“Intense industry competition means in 
the next few years there will be a sorting 
out of winners and losers. The winners 
will be those that have differentiated 
brands, know what they stand for, 
embrace the digital world, understand 
the drivers — and lead the space. The 
losers are those that have not invested in 
technology and sell ‘me-too’ products.” 

should fi rmly start and stop with me by 
making the decision to get the basics 
right in [the] store.”

Myer fi ve-point plan
Now that the basics are in place, Brookes 
is continuing to deliver on the Myer 
fi ve-point plan, an operational strategy 
that comprises fi ve key elements that 
Brookes considers critical for the success 
of Myer. 

Th e fi ve-point plan includes improv-
ing customer service, enhancing the 
merchandise off er, optimising the store 
network, strengthening the loyalty off er, 
and building a leading omnichannel 
off ering.

Going forward, a key focus area for 
accelerated growth is the omnichannel 
business. “We are looking at increasing 

world-class supply chain have set the 
foundations for eff ective inventory man-
agement, and this provides the retailer 
with a signifi cant competitive advantage 
in the development of its omnichannel 
off ering.

For Brookes, Myer’s push to increase 
online sales is not a ‘me-too’ initiative. 
Instead, the impetus is consistent with a 
strategy to meet changing customer pref-
erences and embrace retail innovation.

Despite a challenging retail environ-
ment in Australia, Brookes is confi dent 
there is plenty of growth potential. “Th e 
World Wide Web gives you the op-
portunity to service new areas and new 
customers. We view that it is important 
to develop the e-commerce business and 
digital marketing because it gives us the 
opportunity to keep talking to custom-
ers.”

Brookes explains that with digital 
marketing, there is more space to edu-
cate, inform and entertain the customer. 
“We can take the product to them on 
their iPads, and with digital marketing, 

online sales which is currently at about 
2% of the business, but this piece of 
the business is doubling each year,” says 
Brookes.

Th e aim, he says, is to build “a lead-
ing omnichannel off er that is inspiring, 
compelling and available to our custom-
ers wherever and whenever they choose 
to engage with us.” 

Brookes is confi dent of achieving 
this because “Myer has spent a lot of 
money on customer research and has 
streamlined its supply chain so that con-
sumers can get their goods faster.”

Myer’s recent research reveals 
important information about consumer 
trends. “People are using online as an 
information gathering environment. 
81% of decisions in electronics are made 
by looking online fi rst ... 77% of appli-
ances, 70% on books, 47% on music, 
69% on clothing, 68% of cars, 60% of 
hair care.”

Furthermore, Myer’s previous invest-
ments in a merchandise management 
system, a point-of-sale system, and a 

BERNIE BROOKES, 54
CEO and Managing Director of 
Myer Holdings

Career Highlights:
• Appointed CEO & managing 
director of Myer Group on 2 June 
2006. Has been responsible for the 
turnaround and rebuilding of the 
Myer business. Led the development 
and implementation of the Myer fi ve-
point strategic plan.
• More than 35 years in the retail 
industry, working in local as well as 
international roles in India and China. 
• Previously held many executive 
roles with Woolworths and was 
instrumental in Woolworths’ Project 
Refresh, reducing costs by more than 
US$5 billion over fi ve years.
• Held a variety of general manage-
ment positions in three states in 
Australia across Buying, IT, Marketing 
and Operations portfolios.
• Holds executive roles in industry 
organisations including the Retail 
Traders Association in Queensland 
and Victoria, and President of the 
Queensland Grocery Association.
• Awarded the Sir Charles McGrath 
award for marketing excellence by 
Australian Marketing Institute in 
2012 and inducted into the Australian 
Retailers Association Hall of Fame in 
in 2013. 
• Currently the Australian representa-
tive judge of the World Retail Awards. 

BIOGRAPHY
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“We are a department store with a high degree 
of modernity, with a number of brands targeted 
at the youth market. We sell a lot of young girls’ 
party clothes; Fashion is our second biggest 
category behind Cosmetics & Fragrances. Myer 
is also one of Apple’s most successful resellers.”

we can raise the entertainment factor, for 
example, by providing click-through’s to 
event videos, animated advertisements, 
and so on.”

With online sales currently growing 
at a healthy clip, Brookes expects Myer’s 
e-commerce business to be in the region 
of 10% in the next fi ve years.

Concurrently, Myer is investing 
heavily in the development of its physical 
stores. “We recognise that our custom-
ers want to be able to touch and feel 
products in store, as well as engage with 

knowledgeable and helpful staff . Our 
store network gives us a competitive 
advantage in our omnichannel off ering 
and is integral to delivering a seamless 
customer experience across all digital and 
retail touch points.”

Optimising stores and 
merchandise
Myer has a network of 66 stores across 
Australia and one of Brookes’ priorities 
is optimisation of the store network and 
strategies to maximise returns per square 
metre in every store while creating an 
inspiring shopping environment for 
customers.

Such strategies have included “the 
closing of non-performing stores, 
opening new stores in high catchment, 
productive locations, refurbishing 
stores, with increased space optimisation 
within stores and store rationalisation. 
Th e result is sales per square metre has 
increased.”

Enhancing the merchandise off er is 
something that Brookes and his team 
have worked hard at as well. Brookes 
is proud of the fact that in addition to 
well-known national brands, Austral-
ian and international designers, the 
Myer merchandise off ering includes 66 
brands which are owned or licensed and 
distributed exclusively by Myer, known 
as ‘Myer Exclusive Brands’. Such brands, 
including Bauhaus, Jack & Milly and 
Trent Nathan, currently make up 20% 
of Myer’s business.

Brookes shares that the vertically
integrated Myer Exclusive Brand model 
of managing the design, development 
and sourcing of wanted brands provides 
the retailer with signifi cant control and 
fl exibility.

Another signifi cant success is the 
MYER one customer loyalty programme. 
Th is is one of Australia’s six leading 
loyalty programmes, and MYER one has 
more than fi ve million members and six 

Myer has a network of 66 stores across Australia and one of Brookes’ priorities is optimisation of the store network and strategies to 
maximise returns per square metre in every store while creating an inspiring shopping environment for customers.
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million cards in circulation. Members 
receive two shopping credits for every 
dollar spent in Myer stores, with a $20 
MYER one rewards gift card for every 
2,000 shopping credits. 

Th e MYER one card is hugely popu-
lar among Myer customers, the majority 
of whom are females and 35-40 years 
old. Sales using the MYER one card rep-
resent approximately 70% of total sales.

Th e MYER one loyalty card is a 
keystone programme as far as Brookes 
is concerned. “It gives us a rich vein of 
data; allows us to invite customers to 
events like VIP Nights, Preview Nights; 
and as the reward is based on spend, it’s 
a very strong loyalty programme that has 
worked exceptionally well.”

Strong customer service focus
Four years ago, customer service at Myer 
was average; today, Myer is the proud 
winner of many awards for customer ser-
vice. Brookes says he has spent the past 
four years raising the quality of customer 
service at Myer stores. He has encour-
aged several service initiatives, including 

staff  training and coaching, the introduc-
tion of personal shopping service, the 
launch of a new feedback programme 
which delivers customer voice feedback 
directly to team members, and the im-
plementation of a customer engagement 
programme for premium MYER One 
card members.

Last year, the Customer Service 
Centre saw an upgrade of technology 
which enabled full integration of the 

online service and delivered a signifi -
cantly improved customer service model 
for online customers.

As with most areas of business 
performance targeted for improvement, 
Brookes has the results to show. “Four 
years ago, the ratio of compliments to 
complaints was one compliment for 
every 4.5 complaints; today, for every 
complaint received, we get seven compli-
ments.” ra

Starting January 2014, one true blue retailer will be profi led in our Personality Interview 
each month. From retail entrepreneurs to business leaders and industry innovators, fi nd out 
more about these interesting and successful individuals who have made their name with a 
brand, a business, a chain of stores …

EXTRAordinary Personalities 
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Four years ago, customer service at Myer was average; today, Myer is the proud winner of 
many awards for customer service.
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R
etailers cannot complain that 
there is insuffi  cient technology 
to help them with the business. 
Ever more powerful computing 

and IT systems are not only providing 
businesses with more data but also off er-
ing the information in a simpler way that 
can be easily accessed and assessed. 

It means, for example, that retailers 
can get detailed profi les of their diff er-
ent customers and their consumption 
patterns — what do they buy most 
often, when and how. For instance, a 
pizza restaurant can have a good idea of 
which customer is more likely to order 
a particular pizza fl avour, for dine in, 
take away or delivery. Th e restaurant can 
get other insights, such as who is more 
likely to order at the restaurant or via 
telephone, website and other channels. 

Such information can now be easily 
accessed by management and market-
ing staff , without having to wait for IT 
professionals to churn out reports. Th e 
information can be used for very specifi c 
marketing campaigns and advertising 
messages aimed at specifi c customer 
segments. For example, customers who 
have a habit of ordering delivery pizza 
late at night might be informed about 
late night special off ers. One who likes 
seafood pizza would be informed about 
seafood specials and so on. 

By enabling highly targeted and per-
sonalised messages, today’s retail-specifi c 
IT solutions enable the retail marketer to 
implement much more eff ective market-
ing programmes.

Information gathering is made easy 
as well. Factual data such as purchase 
details can be automatically collated in 
most cases with the rise of electronic 
payments. Subjective data, such as a 
customer’s satisfaction level, complaints 
or compliments, can be easily fi lled in by 
service staff  or even customers themselves 
who may be presented with an iPad 

application at the store or encouraged to 
give feedback on the social media sites.

Yet there is opportunity to mine 
even more information. At the World 
Retail Congress Asia-Pacifi c 2014 held 
in Singapore in March, technologies on 
show included “store mapping”, which 
could indicate the number of people at 
diff erent sections of a department store. 
Th is would not only reveal which sec-
tions are more popular, but could also 
improve service levels by alerting the 
store operator to send more staff  to the 
crowded areas — or even to increase the 
air-conditioning there. 

Other technologies track what 
products individual shoppers have been 
browsing and reinforces the purchase 
interest. A man who had been looking 
at jeans, for example, could be shown 
a jeans advertisement as he walks past 
an advertising panel; he would not be 
shown maternity wear. He might think 

it is a coincidence. But to a large extent 
such sales eff orts can now be planned — 
and even automated. 

Th ese solutions are only now being 
marketed so it might be a while before 
we see them widely implemented in the 
region. For now, we look at some IT 
solutions that have already been found 
useful. 

Engaging customers
In the F&B industry, more than 100 
establishments in Singapore have started 
to use mEngage, a customer engagement 
IT solution offi  cially launched by 
Mobikon Asia at the recent Food&Hotel 
Asia 2014. mEngage is a platform that 
provides, at one glance, a spectrum of 
customer information that includes 
their buying habits as well as satisfaction 
levels. 

 “Th e mEngage platform provides a 
single dashboard that integrates existing 

The experiences of two Australian online companies show how small and medium-sized 
retailers can harness technology to break into international markets. Richard Seah fi nds 
out how retailers are empowered by IT.

IT eases marketing and growth 
IT in Retail 

mEngage is a platform that provides, at one glance, a spectrum of customer information 
that includes their buying habits as well as satisfaction levels. 
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systems and apps to provide customer 
data and analytics. Th e platform can 
also integrate POS systems, third-party 
apps and social networks to be viewed as 
a single mEngage dashboard,” explains 
Samir Khadepaun, founder and CEO of 
Mobikon Asia. 

“Restaurants, cafes and eateries can 
focus on delivering delicious meals and 
good service experiences while automat-
ing customer and marketing support 
functions.

“Th e platform helps food establish-
ments understand what their customers 
think about them and also get deeper 
insights on parameters such as food 
quality, location, ambience, preferences, 
and so on. Th ey can receive and view 
real-time customer feedback, respond 
immediately via e-mail or SMS and cre-
ate on-the-go promotions targeting their 
customers.”  

Khadepaun estimates that restaurants 
can save more than S$3,000(US$2,400) 
in manpower expenses a month by 
automating the customer community 
management and marketing functions. 

Users of the mEngage system in Sin-
gapore include Twelve Cupcakes, Soup 
Restaurant and Swensen’s. Mobikon also 
has users in Dubai and India, with a 
total of 95 F&B brands operating over 
500 outlets. 

Establishing presence in 
e-marketplaces
In the world of online retailing, an 
IT solution from ChannelAdvisor has 
helped several small companies in the 
region establish a signifi cant presence in 

large international marketplaces such as 
eBay, Amazon and Rakuten.

Th is is a solution that automates 
day-to-day tasks for online retailers such 
as order fulfi lment, juggling quantity 
and updating the product catalogue. 
It further analyses sales performance at 
a general level as well as for specifi c prod-
ucts. In addition, ChannelAdvisor also 
synchronises a company’s marketplace 
presence with its own Web store. 

One user of ChannelAdvisor is 
Box13, an Australian-owned online 
retailer specialising in urban street wear, 
sports apparel and hardware for skate-
boarding, snowboarding and surfi ng. 

Established in 2011, Box13 initially 
sold through its own Web store, but 
soon saw the limitations. It decided 
in 2012 to also sell via eBay, Amazon 
and Trade Me, a New Zealand-based 
marketplace.  

Says founder and director Simon 
Bruce: “We felt that we couldn’t realise 
our full potential by solely selling 
through our own online site. We enlisted 
the services of ChannelAdvisor and 
experienced instant success.” 

Bruce shares that going onto eBay 
resulted in an immediate sales increase of  
almost 30% for Box13. Trade Me added 
a further 15% of sales. New Zealand 
now accounts for a quarter of Box13’s 
total sales.

“Operating from a single platform 
ensures that we have a consistent ap-
proach across our marketplace channels 
while minimising administrative eff ort,” 
says Bruce. “It has also signifi cantly sim-
plifi ed the training needs of our employ-
ees. By mastering the ChannelAdvisor 
platform, they’re able to deliver quality 
customer service across each marketplace 
in a reliable fashion.” 

Another successful user is Retail-
Splash, an Australian e-commerce com-
pany with three very diff erent brands 
— Dungeon Crawl, which sells video 
games; ToolHQ, which sells power tools 
and appliances; and IndulgeHQ, which 
sells UGG boots (unisex sheepskin boots 
popular in Australia and New Zealand) 
and associated luxury items. 

Each RetailSplash brand generates 
sales through its own dedicated website 
as well as third-party channels such as 
eBay and Trade Me. 

While Box13 went from its own 
website to international marketplaces, 
RetailSplash did the opposite. In 2011, 
it fi rst enlisted ChannelAdvisor to transi-
tion Dungeon Crawl from an eBay-only 

sales model to having its own website. 
All three of RetailSplash’s sites were 
subsequently set up using ChannelAdvi-
sor’s Webstores product, while inventory 
and order management are automated 
through the Marketplaces solution. 

Says RetailSplash co-owner Neville 
Samuels: “ChannelAdvisor’s Market-
places solution acts as a hub for order 
fulfi lment and inventory, allowing us 
to integrate new channels into the mix 
without having to revamp or recreate 
back-end processes every time. It reduces 
the cost of expansion and maintains 
consistent service levels across a range of 
channels and brands. 

“Last year, eBay asked us to run 
UGG boot sales for 18 or 19 Northern 
Hemisphere markets, which we were able 
to quickly incorporate as just another 
channel,” Samuels adds. “In an industry 
that moves as fast as online retail, you 
need robust and fl exible technology 
to grasp opportunities ahead of your 
competition. ChannelAdvisor has given 
us confi dence to do this.” 

Retail Splash has grown to become 
one of Australia’s biggest online retailers. 
Says Samuels: “Many of the ambitions 
we had just two years ago have already 
been realised or exceeded.” 

Th e possibilities of leveraging 
advanced information technology for 
business growth are many. With more 
businesses venturing into the realm of 
omnichannel retailing, information tech-
nology can be expected to play an even 
bigger role — in managing the business, 
marketing and improving the shopper 
experience. ra

Established in 2011, Box13 initially sold 
through its own Web store, but soon saw 
the limitations. It decided in 2012 to also 
sell via eBay, Amazon and Trade Me, a New 
Zealand-based marketplace.  

Box13’s Simon 
Bruce: “We felt that 
we couldn’t realise 
our full potential 
by solely selling 
through our own 
online site. We en-
listed the services 
of ChannelAdvisor 
and experienced 
instant success.”

RetailSplash’s 
Neville Samuels: 

“ChannelAdvisor’s 
Marketplaces 

solution acts as 
a hub for order 
fulfi lment and 

inventory.”
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R
etailing in Malaysia is a highly 
competitive business.

Last year, the Malaysian re-
tail industry expanded by 4.5% 

to RM91.7 billion (US$28.4 billion) in 
total turnover. Th is year, the industry is 
expected to see overall growth of 6%, 
according to the Retail Group Malaysia, 
a retail consulting fi rm.

Although the sector sees signs of 
positive growth, including an increase in 
foreign tourist receipts, retailers continue 
to be challenged by rising costs, intensi-
fi ed competition, an over-supply of retail 
space as well as expectations of a slower 
economy.

Th e number of retailers as well as 
shopping malls has increased rapidly in 
the past few years. Retailers have had to 
compete fi ercely to attract consumers 
who are more cautious with their spend-
ing due to the rise in prices of products 
and services.

To stay competitive, many retail 
players in Malaysia are turning to vari-
ous strategies to fi ght for the hearts and 
minds of consumers. One of the top 
retailers in the country, Giant hypermar-

and 7-Eleven Malaysia are among a 
growing number of local retailers who 
have paid attention to IT to gain a com-
petitive business advantage.

Centralised management at 
Mydin
Mydin is one of Malaysia’s biggest hy-
permarket operators. From a single store 
selling toys in 1956, it now has more 
than 200 outlets throughout the country, 
including 13 wholesale hypermarkets. 
Mydin has more than 10,000 employees 
and generates annual revenues of RM2.6 
billion.

Th e company maintains that one 
of its critical factors of success over the 
years is its ability to provide quality 
products to customers at a low price 
through direct purchase from manufac-
turers.

With tens of thousands of products 
and hundreds of outlets to manage, 
Mydin acknowledges the importance of 
boosting its IT infrastructure to maxi-
mise business operations and effi  ciency.

Its Information Technology direc-
tor, Malik Murad Ali, says in its bid to 

ket will launch its own radio station next 
month, with plans to broadcast to all its 
128 retail outlets nationwide. Th e broad-
cast channel will feature selections of 
local and international music, info-com-
mercials, shout-outs and promotions.

Increased competition from online 
retailers and the entry of international 
brand retailers have also forced local 
players to up their game. To attract 
customers back to the stores, more 
brick-and-mortar retailers are off ering 
in-store Wi-Fi, interactive websites, 
tablet-equipped sales staff  and self-service 
kiosks — all to create better shopping 
experiences and to satisfy customers who 
are empowered with information and the 
ability to research and buy at their own 
pace.

More Malaysian retailers are now 
also using advanced IT solutions in their 
operational and transactional systems 
such as merchandise management to 
better understand customer buying 
behaviour. Th e aim is to get help to 
boost sales and revenue while reducing 
operational costs.

Mydin Mohamed Holdings Berhad 

Using IT to improve effi ciency
IT in Retail

Malaysian retailers are keenly aware of the 
value of IT. Prakash Sakti fi nds out how IT 
is used to boost the competitive advantage 
of Mydin and 7-Eleven.

Mydin relies on the Citrix ERP system.
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deliver better products and services to 
customers, Mydin realised early on the 
need for a robust technology platform. 
So in 2001, Mydin implemented its fi rst 
centralised Enterprise Resource Planning 
(ERP) system.

Among the various solutions in 
place now are Citrix XenServer and 
Citrix XenApp which are being used to 
consolidate and standardise its busi-
ness applications. Malik says with these 
technologies, the company is able to 
provide on-demand application access to 
all employees.

With Citrix Access Gateway deliver-
ing Mydin’s applications over the Inter-
net, its executives are able to enjoy secure 
access to corporate applications while 
they are overseas on business sourcing 
trips.

Applications are virtualised from the 
company’s data centre in Subang Jaya, 
and the centralised network supports 
over 3,000 user IDs.

“As most of our users are not IT-
savvy, the Citrix solution is perfect as 
it is intuitive, easy to use and requires 
minimal training,” says Malik.

Among the key benefi ts of using the 
Citrix systems are improved application 
availability and access, greatly reduced 
software upgrade time from 120 man-
hours to 15 minutes, simplifi ed manage-
ment of multiple application identities 
and passwords.

With a good IT infrastructure, 
systems upgrading was easy. Last year, 
Mydin took just two-and-a-half weeks to 
deploy a cloud-based point-of-sale (POS) 
solution across 25 stores. Malik says 
without such technology, similar projects 
would have taken between three and six 
months.

He adds that, in fact, Mydin’s mini 
market model is entirely built on its 
cloud-based POS system. Th e POS 
feature is developed by Malaysian fi rm 
Xilnex and off ers customer and service 
management, inventory control, services 
tracking and integrated marketing tools.

Malik says in time to come, the 
company expects more applications to be 
moved to the cloud.

More recently, Mydin has also 
engaged JDA Software Group, Inc, the 
supply-chain company, to implement 
several space and fl oor planning solu-
tions from the JDA Space and Category 
Management suite. 

Th e solutions, including JDA Space 
Planning, JDA Floor Planning, JDA 
Space Automation and JDA Intactix 

Knowledge Base, were chosen to stream-
line existing space management processes 
leveraging industry best practices and 
automation.

IT upgrade at 7-Eleven
Convenience store operator, 7-Eleven 
Malaysia, is planning to upgrade its IT 
system and build a combined distribu-
tion centre to service its outlets.

Managing director Ho Meng shares 
that the company will be allocating 
RM66.3 million over the next three 
years for these expansion plans. A huge 
portion of the sum would be used to 
upgrade current systems ahead of the 
Goods and Services Tax (GST) that will 
be implemented in Malaysia in April 
next year.

Ho says the improvement in IT 
infrastructure will help to improve the 
company’s effi  ciency and productivity.

7-Eleven Malaysia, controlled by 
tycoon Tan Sri Vincent Tan, is the largest 
convenience store operator in Malaysia 
with 1,583 stores and a market share of 
82%. Th e improvement in IT system is 
deemed necessary as the company plans 
to add utility bill payment and 
e-commerce facilities for online pur-
chases. It also aims to improve its prod-
uct mix and launch more sophisticated 
bundling promotions to boost sales.

In May this year, 7-Eleven rolled 
out Touch ‘n Go reload services at all its 
outlets. It also intends to enable Touch ‘n 
Go as a payment option at all its outlets 
by the end of the year. Touch ‘n Go is a 
prepaid electronic cash card widely used 
in Malaysia for payment of road tolls, 
parking, public transport services and 
cashless payment at retail outlets.

To further enhance its ability to 
attract customers, the company has 
entered into a joint-distribution agree-
ment with Incomm for the roll-out of 
Posa gift cards. 7-Eleven Malaysia is the 
fi rst convenience store chain in South-
east Asia to sign with payment service 
provider MOL and Incomm to roll out 

Posa gift cards.
Ho says 7-Eleven is keen to look at 

various IT-enabled solution platforms to 
attract customers to its stores, especially 
with statistics showing that commission 
income on mobile phone and online 
gaming reloads can potentially make up 
3% to 4% of revenue. Th ese products 
enjoy high gross margins of as much as 
100%.

Homegrown smartphone app
Even as retailers are looking for solu-
tions, new service providers have also 
been proactive and knocking on their 
doors.

PUC Founder (MSC) Bhd has devel-
oped a new application called Shopinfo, 
tailored for retailers in Malaysia.

PUC Founder group managing 
director Cheong Chia Chieh says the 
smartphone app, which is based on 
China Shopinfo, will provide informa-
tion on shopping locations and promo-
tions from merchants.

“It’s designed to push people offl  ine 
and get them to visit malls and shops, as 
well as promote tourism in both Malay-
sia and China. End-users can download 
the app for free while merchants can list 
their services on the platform or custom-
ise the app accordingly,” he says.

PUC Founder will collaborate with 
China-based Xinze Media Group to 
launch Shopinfo in the coming months. 
Cheong says under the joint venture 
agreement with Xinze, app users in 
China will gain access to the promotions 
and off ers made by Malaysian shops and 
businesses, while Malaysian app users 
can also access the Chinese retailers’ 
off ers.

According to him, an initial 150 
malls in the Klang Valley will be in-
cluded in Shopinfo’s listing when it is 
launched. 

China Shopinfo has been in use 
for the past year in China, where there 
are more than 500 million smartphone 
users. ra

7-Eleven Malaysia plans to upgrade its IT system to improve the company’s effi ciency and 
productivity.
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The Araneta Group tells Tina Dumlao that it is poised for expansion and growth 
with a fully modern ERP system, while FoodAsia says its ERP system helps with 
inventory control and supply-chain management.

Empowering the business
with timely information

W
ith accelerated growth 
in recent years, many 
retail companies in the 
Philippines now fi nd 

that they have outgrown their basic 
homegrown systems for inventory 
management, fi nancial controls and 
even handling of personnel’s pay checks. 
Increasingly, they are looking to third-
party IT companies to provide a wide 
array of technology solutions that suit 
their needs, whether it is to improve 
their existing systems or to prepare 
for growth and expansion, locally and 
overseas.

Th ese advanced IT systems 
sometimes come with a steep price tag, 
but then retail companies with an eye on 
improving their competitive advantage 
know that it is an investment they have 
to make.

Furthermore, Philippine companies 
are well aware that competition will 
intensify with the integration of the 
economies of the member-states of the 
Association of South-east Asian Nations 
(ASEAN) into a common market. 

Th e Araneta Group is one of the 
oldest companies in the Philippine retail 
sector, having opened the country’s fi rst 
air-conditioned shopping mall — Ali 
Mall — in 1976. To support its major 
plan for growth, the group is investing in 
a big way in technology. 

Last month, the Araneta Group went 
live with an enterprise resource planning 
(ERP) software system from SAP worth 
more than Php100 million (US$2.2 
million).

In a statement, the Araneta Group 
says it is migrating from fragmented 
legacy systems to the SAP system to 
create a more effi  cient work environment 

IT in Retail

increase the effi  ciency of the fi nance, 
procurement and inventory, operations, 
engineering and maintenance because of 
a centralised data infrastructure.

Th is improves fi nancial reporting 
and analysis by accurately capturing 
and recording all cost and revenue 
information across several revenue 
streams. Th e new system also improves 
business processes by reducing manual 
data input and minimising the chances 
for errors.

Cecile Marvilla, vice-president for 
marketing of the Araneta Group of 
Companies, says in an interview that the 
group had shopped around for suitable 
technology solutions and found what it 
needed in the SAP system.

Aggressive expansion and 
growth 
While ERP systems are not new, 
Marvilla says that it was only recently 
that the group appreciated the 
importance of moving away from legacy 
systems because of the rapid growth of 
the company.

“Before SAP, information was all 
over the place. We would input fi gures 
on Excel manually and the [business] 
units did their own accounting. Th at 
worked for a while but not now that we 
are aggressively expanding. We need to 
make decisions faster and management 
cannot do that without having the 
right information from all of the units,” 
explains Marvilla. “We were just getting 
too big and the old systems just won’t do 
anymore.” 

Marvilla says the Araneta Group 
is confi dent of the SAP system as it is 
already being used by many other retail 
companies locally and abroad and is 

for all employees. Th e SAP solution 
streamlines business processes and 
reduces multiple sources of information 
by implementing a centralised system, 
with data readily available in real time. 
It also enables the company to link key 
business functions and gain competitive 
advantage with better workfl ow systems.

More importantly, the SAP system 
allows the management to make relevant 
business decisions and more aggressive 
strategic planning based on on-time and 
accurate reports.

Th e Araneta Group says the invest-
ment in SAP promises to signifi cantly 

The Gateway Mall (above) is part of the 
Araneta Center, which is undergoing mas-
sive redevelopment. The Araneta Group 
looks to the SAP system to consolidate 
information from all its business units.
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proven.
“With a fully modern ERP system, 

the Araneta Group is poised for growth,” 
the group said.

Araneta’s investment in the 
SAP system supports its “Extreme 
Transformation” initiative, which calls 
for the diversifi cation of revenue streams 
and new positioning of the Araneta 
Center as a “premier lifestyle and 
entertainment destination, business hub 
and residential community”. 

Several expansion projects are under 
way as part of this corporate initiative. 
Th e group, for example, is in the 
middle of construction of 18 residential 
high-rise towers that will have 9,000 
condominium units and 30,000sqm of 
prime ground-fl oor retail spaces linked 
to the Gateway Mall and mass transit 
systems. 

It is also building the Novotel 
Manila Araneta Center, the Gateway 
Tower and renovating the Smart Araneta 
Coliseum, which comprises a parking 
facility for 2,000 vehicles, fi rst-class 
food and entertainment amenities and 
an exclusive membership club called the 
Owner’s Circle.

Aside from these, the Araneta Group 
is also investing in the expansion of its 
food retail units, including Dairy Queen, 
Pizza Hut and Taco Bell franchises.

Marvilla says the SAP system 
represents the Araneta Group’s fi rst 
major purchase of a solutions package 
in more than 40 years of operation. It 
is expected to handle the signifi cant 
increase in fi nancial transactions from 
the diff erent business units once all the 
construction projects are complete.

FoodAsia gets on SAP too
Another group that is relying on the 
SAP ERP system is FoodAsia Corp, 
a Philippine-based, multi-brand café 
and restaurant operator and retailer. 
For FoodAsia, the SAP ERP system 
is the backbone of its technology 
infrastructure.

FoodAsia CEO Richard V Sanz says 
that with more than 250 retail outlets 
in the Philippines scattered across some 
7,100 islands, the company has to fi nd a 
way to use technology to automate and 
monitor operations.

Th e SAP system will also be helpful 
as FoodAsia, which operates brands 
such as Bibingkinitan, Bar-B-King and 
OVN, expands beyond the Philippines. 
FoodAsia is starting its international 
expansion by establishing multiple 

stores in Dubai, United Arab Emirates, 
this year.

Th e SAP system at FoodAsia 
provides the company’s management 
with real time information on the 
levels of inventory and sales in each 
of the stores. Th is information helps 
greatly with inventory control and 
supply-chain management, as well 
as gives management a better picture 
of operations. For example, through 
the system, the management will 
know which branches are doing better 
than others and whether the under-
performing stores should be relocated or 
closed. 

Sanz explains that previously, all of 
FoodAsia’s retail stores communicate 
with the SAP server in two ways.

For smaller stores with no Internet 
connection due to space limitations, 
information is sent via text messages. All 
inventory entries and recording, as well 
as sales data are sent via SMS through 
the local service provider and received by 
an SMS router, which is interfaced to the 
company’s SAP database server.

Another way to send information is 
through the company’s internal website 
portal, where the orders, inventory and 
other vital store information are entered. 
Just like the SMS server, the website is 
directly connected to the SAP database 
server.

 “Th is solution is linked to our 
Supply-chain Department and allows 
us to monitor each store in real time 
in terms of inventory levels, daily time 
recording, and many more,” says Sanz.

But while the system has been 

eff ective, technological advances 
warranted a change in the company’s 
systems. 

“Due to the emergence of cost-
eff ective smartphones, we retired the 
SMS method due to its susceptibility 
to user errors, and will be migrating 
soon to smartphone-based applications, 
which have a much more user-friendly 
graphical user interface,” says Sanz.

FoodAsia has also invested in 
hardware solutions including routers, 
fi bre-optic leased lines for the factories 
and commissaries, and web-accessible 
CCTV’s, smartphones, and tablets for 
the stores.

Sanz says these hardware solutions 
are an integral part of FoodAsia’s 
continuing investment in technology to 
streamline operations, primarily through 
the effi  cient collection of information 
from all parts of the business — from 
manufacturing to retail operations — to 
enable management to make the right 
informed decisions. 

 “We are also in the process of 
replacing laptops with iPads for easier 
presentation and accessibility. All 
roving fi eld managers are issued with 
Android smartphones that have 3G data 
connection for e-mail communications 
with head offi  ce managers and for 
sending store photos and images,” says 
Sanz.

Companies such as FoodAsia and 
Araneta Group are maintaining their 
business competitiveness because they are 
empowered by sophisticated technology 
that gives management the right 
information, on time, all the time. ra

The SAP system will be helpful as FoodAsia, which operates brands such as Bibingkinitan, 
Bar-B-King and OVN, expands beyond the Philippines. 
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Santé! To record-breaking
success of SIAL China
THE 15th edition of SIAL China was a 
record-breaking event on many counts. 
A total of 2,385 exhibitors (an increase 
of 11% over 2013) took more than 
96,200sqm (an increase of 14% over 
2013) of space at the Shanghai New 
International Expo Centre. 

Furthermore, SIAL China hosted 
55 international pavilions as well as 
exhibitors from 27 Chinese provinces 
and cities that showcased high-quality 
products to visitors and buyers from all 
over the world. 

In terms of exhibit variety, SIAL 
China also exceeded visitor expectations. 
From quantity to quality, from variety to 
value, from trends to innovation, SIAL 
China 2014 off ered everything that 
should be in the F&B industry. Th ere 
were 18 products zones: Wine, meat, 
gourmet, tea & coff ee, fruit & vegetable, 
chocolate world, halal food, condiments, 
beverage, canned food, frozen food, 
dairy product, organic food, packaging 
and food technology, seafood, sweets & 
snacks, olive oil and beer.

Beyond the exhibition size and va-
riety, Comexposium Shanghai invested 
much eff ort to present SIAL China as a 
dynamic food marketplace by highlight-
ing food innovation, a lively forum and 
special feature shows.

La Cuisine by SIAL
Th e China International Top Chefs 
Invitational Competition was organised 
by SIAL and endorsed by the World 
Association of Chefs Societies (WACS). 
It saw the keen participation of 16 top 
international chefs from Cambodia, 
Taiwan Region, Th ailand and Malaysia, 
as well as 16 top China national chefs 
from Shanghai, Beijing, Hangzhou and 
Shenzhen. 

At the end of the intense competi-
tion, the Th ailand team won the Gold 
medal, while the Beijing and Taiwan 
Region teams were awarded Silver 
medals. Pavilion organiser Sopexa 
Malaysia and sponsors Denis Freres and 
Canada Beef also added to the event 
with entertaining culinary and product 
demonstrations. 

SIAL Innovation
SIAL Innovation, a competitive 

13-15 May 2014
Shanghai New International Expo Centre

Shanghai, China
www.sialchina.com

SIAL China hosted 55 international pavilions 
as well as exhibitors from 27 Chinese 
provinces and cities.

showcase of the latest F&B products 
exhibited in SIAL China, presented 
a new record: 63 selected innovative 
products from 48 companies vied for 10 
SIAL Innovation Awards and one SIAL 
Innovation Special Award.

Th is year, the big winner is Yummy-
Bowls Pty Ltd from South Africa, which 
impressed with its Munch Bowls — 
250ml Plain Edible Crisp Wheat Bowls.  

Th e SIAL TV Retail & Hospitality 
Forum was organised as a B2B platform 
for the exchange of views and expertise 
on HoReCa and retailing among the 
participants. It saw industry leaders such 
as Carrefour, Heng Shou Tang and Shi-
yao deliver pitch-perfect presentations 
on topics that range from food innova-
tion to retail and product management.

Th e forum was recorded by SIAL 
TV and shared on its online channel 
YouKu.com. 

SIAL Wine World 2014
Co-located with SIAL China 2014 is 
the SIAL Wine World 2014. Th is is a 
professional and premium B2B wine 
trading platform catering to profes-
sional wine producers, distributors and 
retailers.

Th e 4th edition of SIAL Wine 
World also achieved new milestones — 
attracting 161 exhibitors from a host of 
countries to an exhibition space as large 
as 7,000sqm. Exhibitors brought pre-
mium and qualifi ed wines from France, 
Spain, Greece, South Africa, Ger-
many, Bulgaria, China, Italy, Australia, 
Portugal, the US, Chile, Netherlands, 
Scotland, Belgium, Austria, Japan, 
South Korea and Russia to greet the 
visitors.

Th e Wine Innovation Forum (WIF) 
has grown to become a key event in 
SIAL Wine World. During the three-
day exhibition, there were 19 top wine 
tastings and conferences for local and 
international wine professionals.

A highlight of SIAL Wine World 
was the Best Buy China Competi-
tion, organised in partnership with 
WINE100, one of the most professional 
and authoritative wine-rating agencies in 
China. It drew strong participation, with 
more than half of the exhibitors submit-
ting their wines for the challenge. ra

Comexposium Shanghai invested much 
effort to present SIAL China as a dynamic 
food marketplace by highlighting food 
innovation, a lively forum and special 
feature shows.

The China International Top Chefs 
Invitational Competition saw the keen 
participation of 16 top international chefs 
and 16 China national chefs.
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THAIFEX-World of Food Asia
celebrates outstanding year
THAIFEX-World of Food Asia marks 
its 10th anniversary this year and an 
outstanding year with record-breaking 
international participation. With more 
than 20% increase in overseas exhibitor 
numbers, THAIFEX-World of Food Asia 
once again reinforces its position as an 
important food and hospitality trade fair 
in Asia. 

Th is year saw an increase in exhibitor 
numbers by almost 10% and trade visitor 
numbers by 11%. In total, the show wel-
comed 1,463 exhibitors and more than 
30,000 trade visitors.

Michael Dreyer, vice-president, 
Asia-Pacifi c, Koelnmesse, said: “Th e 10th 
anniversary of THAIFEX-World of Food 
Asia marks a milestone. It is a bigger, 
better and an ever more international 
edition. We believe the next decade will 
bring a more outstanding growth not just 
in the scale of our show, but also in quan-
titative and qualitative terms. Th e 11% 
increase in our trade visitor attendance 
has proven our stance as a business-driven 
trade show, despite the challenging politi-
cal situation right from the start of our 
show until the closing day.” 

Th e three-day trade event has gar-
nered a thumbs-up rating from exhibitors 
who were pleased with the turnout of 
more than 30,000 international and 
domestic trade buyers and visitors. 

Buyers and exhibitors were off ered 
a multitude of opportunities to identify 
their potential business partners across 16 
diff erent food and hospitality segments, 
ranging from F&B producers through 
to seafood, coff ee & tea manufacturers 
as well as equipment and food service 
providers. Visitors could locate specialist 
trade partners in the World of Seafood, 
World of Coff ee & Tea and World of 
FoodService. 

Said Chris Ooi, head of Sales & Mar-
keting from Everbest Soya Bean Products 
Sdn Bhd: “We see an improvement in 
the quality of the visitors to our booth, 
with buyers coming from Southeast Asia 
and Europe. Sales leads and deals were 
made at THAIFEX-World of Food Asia 
and this, to us, is what made the show a 
success.”

Matt Rutter, general manager of 
Geraldton Fishermen’s Co-operative 
explained: “Th is may be the fi rst time we 

21-25 May 2014
IMPACT Muang Thong Thani 

Bangkok, Thailand
www.worldoffoodasia.com

have participated at World of Seafood, 
but our display of live lobster in a tank 
has certainly been a crowd-puller. We are 
very pleased with the business poten-
tial generated through this show, with 
enquiries from Japan, Korea, the Middle 
East, Norway and, of course, Th ailand. 
We will be making every eff ort to return 
for the next edition in 2015.”

Charles Kutner of Boncafe Th ailand, 
who participated in the World of Coff ee 
& Tea, was happy with the company’s 
achievements. “Th e environment was 
very conducive … there were many 
experts in the coff ee and tea business who 
shared their insights through our Boncafe 
Workshops. We were able to network 
with the best from the industry, and 
made many good contacts.” 

Roberto Da Pra of IARP Asia Co, 
Ltd, who exhibited in the World of 
FoodService added: “We have been with 
THAIFEX-World of Food Asia for more 
than a decade and the introduction of 
World of FoodService has certainly given 
us leverage.” 

The best of Japan
With Japan as the partner country, 
THAIFEX-World of Food Asia featured 
an impressive presentation of Japanese 
products both on the show fl oor and 
at the 10-Year Anniversary Welcome 
Reception. Th e Japan Pavilion, led by 
JETRO, presented a total of 55 compa-
nies. Th is included companies led by the 
Kyushu Trade Promotion Board, as well 
as companies from Kagoshima Prefecture 
and independent companies from vari-
ous prefectures in Japan. 

Toshiharu Uki, director, Trade Pro-
motion Department of JETRO Bangkok 
said: “THAIFEX-World of Food Asia 
brought much attention to Japan and 
our specialty products. Many of our 
companies had successful business meet-
ings with potential buyers from Th ailand 
and overseas, and they were satisfi ed 
with the outcome. Overall, the return 
on investment from THAIFEX-World of 
Food Asia has exceeded our expectations. 
Next year, we hope to return with more 
companies.”

THAIFEX-World of Food Asia 2015 
will return to IMPACT from May 20-24 
next year. ra

The three-day trade event has garnered a 
thumbs-up rating from exhibitors. 

Buyers and exhibitors were offered a 
multitude of opportunities to identify 
their potential business partners across 16 
different food and hospitality segments.

Visitors could locate specialist trade 
partners in the World of Seafood, World of 
Coffee & Tea and World of FoodService. 
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There is a growing demand for less expensive products and generic- or store-branded 
items are fulfi lling this need, reports Eleanor Yap.

The growth of private brands

I
n an increasingly competitive food 
retailing sector, supermarket and 
grocery store operators are fi ercely 
competing for the consumer’s 

dollar. According to IBISWorld Industry 
Report on Supermarkets & Grocery Stores 
in the US published in April this year, 
supermarkets are relying on large volume 
sales with low markups and off ering 
generic- or store-branded (also termed as 
private label/brand) food items that are 
less expensive than branded products to 
drive sales. 

However, low price is not the only 
thing that attracts customers to private 
labels; the product’s range and quality 
are also key considerations. For instance, 
Whole Foods Market in the US has a 
premium generic organic brand called 
365 Everyday Value, which has “en-
joyed increasing sales as consumers seek 
aff ordability and value” and has even 
shifted consumers’ perception of generic 
products, shared the IBISWorld report. 
Whole Foods has more than 2,600 
natural and organic products under the 
Whole Foods Market, 365 Everyday 
Value and Whole Catch brands.

Th e report added: “While many con-
sumers have gravitated towards branded, 
organic foods, others have increasingly 
turned to generic brands over the past 
fi ve years.” IBISWorld reported that after 
reaching an all-time high during the 
recession, sales of private-label food have 
stabilised at a new high.

In a separate report titled Face of 
Private Label: Global Market Trends to 
2018, Euromonitor International shared 
that the private-label FMCG market 
remained buoyant over the 2007 to 
2012 period, with sales growing by 24% 
to reach an estimated value of US$352 
billion. Besides shoppers wanting to cut 
costs during the economic downturn, the 
growth of private labels is attributed also 
to the expansion of large grocery retailers 
and the development of more sophisti-
cated private-label lines that command 
higher prices.

In Asia-Pacifi c, a low level of 
penetration
With the global economic recovery being 

gradual and many markets still aff ected 
by depressed incomes and high unem-
ployment, cost savings continue to play 
on consumers’ minds, which bodes well 
for private labels. 

However, while certain markets 
are enjoying success with private-label 
brands, private labels in Asia-Pacifi c 
have not reached “a high level of 
sophistication” and “are held in lower 
regard by consumers”, according to the 
Euromonitor report. Consumers in the 
region hold foreign products in high 
esteem, believing they are of premium-
quality.

Virginia Morris, vice-president 
of strategy and insights, Daymon 
Worldwide, which specialises in the 
sales and marketing of private-label 
consumer products, explained: “We see 
a varied level of private-brand develop-
ment across the world. It’s widely known 
and studied that there’s a high level of 
private-brand penetration in Europe and 
the UK specifi cally. In fact, there’s a 

high correlation between retailer con-
centration and a higher penetration of 
private brands.”

She added, that on the other hand, 
“the Asian market is developing and 
we’ve seen growth in certain Asian coun-
tries of a relatively small base. In Asia, 
the most important brand qualities in-
clude trust, transparency and consistent 
delivery of quality products that meet 
consumer expectations. Private brands 
in countries such as Japan and China are 
poised for growth for retailers willing to 
focus more on consumer-relevant off er-
ings in addition to “me-too” products.”

Japan, for instance, does an excellent 
job of providing private brands on both 
ends of the spectrum — value off erings 
and premium, diff erentiated off erings, 
Morris said. Th e country’s huge elderly 
population also off ers additional op-
portunities for retailers able to deliver 
products that meet their specifi c needs 
and desires.  

China, she said, currently has a 

With the global economic recovery being gradual and many markets still affected by 
depressed incomes and high unemployment, cost savings continue to play on consumers’ 
minds, which bodes well for private labels. 
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low private-brand penetration, but 
this is mostly a result of there not be-
ing a fully-formalised grocery market. 
“Opportunities do exist for private 
brands for Chinese retailers who are 
laser-focused on consumer relevancy in 
their product off erings and innovation.”  

And in the Philippines, at Rustan 
Supercenters (comprising Rustan’s 
Supermarket, Shopwise and Wellcome 
branches), its in-house brand, Surebuy, 
continues to enjoy success. Said Karen 
Rodas, Rustan’s vice-president for group 
merchandising: “Th ere is a growing 
demand for private labels. Our private-
label brand is growing signifi cantly — 
from 22% last year to 30% this year — 
as shoppers are now looking for practical 
options other than national brands vis-
à-vis budgets. Our Surebuy line of basic 
essentials such as cooking oils, eggs and 
paper products are now becoming pantry 
staples in most middle-class households.” 

Rodas explained that these house-
holds “place a premium on value-for-
money, with aff ordability and quality 
as important purchase infl uencers”, and 
Rustan’s private labels are “aff ordable 
and at par with leading brands in terms 

of quality”. Th e retailer also off ers its 
Surebuy premium brand and is looking 
at introducing more product options to 
its customers.

Need to cater to consumers
According to the Euromonitor report, 
packaged food accounted for the major-
ity of private-label FMCGs, but the 
strongest penetration for private labels 
was in the “commodifi ed sector” of 
tissue and hygiene products. Th e report 
added that for most supermarkets (with 
the exception of upscale retailers such as 
Marks & Spencer), private label tends 
to make up only 40%-45% of the total 
product mix, with some increasing this 
proportion to diff erentiate their off er 
and improve profi tability. In Asia, com-
modities such as oil, rice and Ramen-
style noodles are just some items that are 
enjoying private-label success.

Daymon’s Morris noted: “Only as 
retailer markets mature do we see more 
unique, diff erentiated private-brand 
off erings coming into the marketplace. 
Remember, one size does not fi t all. 
Retailers who can create products con-
sumers feel were developed especially for 

them will win their loyalty.”
She shared that there are several 

examples of private-brand success in 
Europe, such as Tesco Loves Baby, which 
is designed to cater to all baby and tod-
dler needs. Th e UK’s Tesco also rebrand-
ed its Baby Club to the new Tesco Loves 
Baby, providing a community for advice, 
promotions, recipes and support. 

Spanish supermarket chain Eroski’s 
Cooking range is another example, 
developed to take away the work of plan-
ning and cooking a meal, and making it 
as easy as 1-2-3!  With Eroski’s Cooking 
Range, consumers pick a protein, sides 
and a sauce, and voila, a quick and 
painless meal is ready to go in minutes. 
And, catering to Switzerland’s vegetar-
ian, vegan and “fl exitarian” population, 
retailer Coop recently launched Karma, 
a line of vegetarian salads, snacks, sauces, 
sandwiches and ready meals with fl a-
vours from around the world.  

Collaborating with brands
Another trend is collaboration between 
brands. Euromonitor found that private-
label retailers are collaborating with 
national brand owners more closely than 
ever to “create a higher degree of interest 
and excitement across entire categories 

“There is a growing demand for private 
labels … as shoppers are now looking 
for practical options other than national 
brands vis-à-vis budgets. Our Surebuy 
line of basic essentials such as cooking 
oils, eggs and paper products are now 
becoming pantry staples in most middle-
class households.” 

— Karen Rodas, Vice-President for Group 
Merchandising, Rustan Supercenters

Dairy Farm Group’s Cold Storage super-
market in Singapore has generic brands 
(Essential, Savour and Gourmet) as well as 
synergised products — Dairy Farm in-house 
trademarked labels that are distributed and 
marketed in other Dairy Farm regions such 
as Hong Kong, Taiwan and Malaysia to give 
customers wider options of housebrands’ 
offering.

In the Philippines, at Rustan Supercenters (comprising Rustan’s Supermarket, Shopwise 
and Wellcome branches), its in-house brand, Surebuy, continues to enjoy success. 
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[of products], rather than simply trying 
to undercut their branded counter-
parts.” 

For instance, Dairy Farm Group’s 
Cold Storage supermarket in Singapore 
has generic brands (Essential, Savour 
and Gourmet) as well as synergised 
products — Dairy Farm in-house 
trademarked labels that are distributed 
and marketed in other Dairy Farm 
regions such as Hong Kong, Taiwan 
and Malaysia to give customers wider 
options of housebrands’ off ering. Th ese 
include Captain’s Catch canned tuna, 
Sunny Meadow margarine, Southdale 
Farm butter and Simply Delight bis-
cuits. 

Shared a Cold Storage spokesperson: 
“Th ere are more [such products] in the 
pipeline sourced internationally with 
reputable manufacturers [that meet] 
our stringent quality control and audit 
requirements.” 

Cold Storage has also evolved its pri-
vate-label brands. In 1999, it launched 
its two brands — No Frills and First 
Choice; however, many consumers were 
unaware that they were Cold Storage 
housebrands. “It was timely in 2012 to 
introduce a more Cold Storage exclu-
sive and distinct store brand with Cold 
Storage Essentials (everyday staples) 
and Cold Storage Savour (premium) 
to leverage Cold Storage’s strong brand 
equity to cater to and further enhance 
our strong loyal customer base,” said its 
spokesperson.

Premium private label
Th ere is also a growing trend towards 
premium private-label products, accord-
ing to the Euromonitor report. Th is 
range of products, which is most com-
mon in sophisticated markets such as 
the UK and increasingly, Germany and 
the US, requires the largest investment 
from a marketing perspective and tends 
to feature elaborate packaging and high-
quality, fresher ingredients. 

One example is the Tesco Finest 
range, which was re-launched last year 
and is now reported to be worth £1.4 
billion (US$2.3 billion) in sales a year. 
According to market research company 
Kantar Worldpanel, this is the fastest-
growing premium brand, with more 
than 12 million Tesco Finest products 
consumed in the UK every week.

Some retailers have been able to 
export some of their successful venture 
brands overseas with the help of local 
partners, said the Euromonitor report. 

For example, the UK’s Waitrose sells its 
private labels in 43 markets worldwide 
through distribution agreements, expos-
ing its brand to more markets. 

“As private brands continue to 
evolve, we will see more and more 
of them outside of the home stores, 
channels and countries,” said Daymon’s 
Morris. “We’ve seen this with France’s 
Auchan and Carrefour as they use pri-
vate brands across multiple banners. We 
also see some multi-country conglomer-
ates leveraging economies of scale, but 
it all goes back to whether or not that 
brand can appeal to a specifi c need in 
a specifi c marketplace that speaks to 
cultural norms, taste preferences, fl avour 
profi le, and so on.” 

Brand-oriented approach
Th e battle lines will be drawn in the fu-
ture. Th e Euromonitor report noted that 
retailers will continue to expand their 
private-label ranges and hone their exist-
ing concepts as a way to maintain market 
share, raise profi ts and increase customer 
loyalty in an increasingly competitive 
environment. 

In addition, private labels will 
continue to meet fi erce competition 
from national brands, which will use 
promotional tactics to maintain their 
market shares in a market environment 
of depressed incomes.

“A key driver of private-label FMCG 
growth will be the ongoing expansion 
and consolidation of modern grocery 
channels, as well as the move by big 
grocery retailers into the convenience 
channel. Th is will further widen the 
distribution base for private labels,” said 
Euromonitor. “Retailers will increasingly 
take a brand-orientated approach to their 
private labels, investing in marketing and 

product innovation, segmenting ranges 
to appeal to diff erent consumer groups 
and creating high-quality venture brands, 
some with export potential.” 

Advertising private labels
Euromonitor added that the future will 
see a greater emphasis on private-label 
advertising, while more sophisticated 
data mining and consumer profi ling 
techniques will help with developing 
new products and targeting consumers 
more accurately. For instance, Foodstuff s 
in New Zealand listened to its consum-
ers and in 2011, announced that all 
standard and fl avoured tuna sold under 
its in-house Pams brand would become 
completely FAD (Fish Aggregation 
Device) free by the end of that year. It 
also advised that there would be a new 
pole-and-line caught canned tuna range 
added to the Pams brand.

Dave McAteer, general manager of 
Foodstuff s Own Brands, elaborated: 
“Foodstuff s undertook these changes 
in response to customer feedback. As a 
business, we believe in off ering sustain-
able product options to our customers, 
and we feel that by supporting the Pams 
tuna brand, customers are helping us 
support sustainable fi shing methods.”

Concluded Daymon’s Morris: “Th e 
future is extremely bright for retailers 
who continue to focus on delivering 
products that solve unmet consumer 
needs, and who diff erentiate to address 
evolving consumer demand for more 
personalised, curated experiences.” 

Th ose retailers who do just that 
will be able to enjoy a bigger pie of the 
private-label market and this is a win-
win for consumers, as their needs will 
be met without burning holes in their 
pockets. ra

“We see a varied level of private-brand 
development across the world. Private 
brands in countries like Japan and China 
are poised for growth for retailers willing 
to focus more on consumer-
relevant offerings in addition 
to ‘me-too’ products.”

— Virginia Morris, 
Vice-President of Strategy and 

Insights, Daymon Worldwide
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At the World Processing Tomato Congress last month, Charles Brand, vice-president, 
Marketing and Product Management at Tetra Pak, spoke on global consumer trends 
infl uencing the food industry. He shares more with RETAIL ASIA.

Tetra Pak’s Charles Brand on trends

WHAT are the major trends in the 
processed tomato industry as Tetra Pak 
sees them and the opportunity therein 
for retailers and foodservice operators 
in the Asia-Pacifi c region?
Charles Brand: Tetra Pak sees six domi-
nant consumer trends in the Asia-Pacifi c 
region and across the world as well.

Today, the modern consumers:
•  Have less time on their hands and 

are expecting more from their products 
and stores;

•  Are stressed and stretched for time, 
and want products that can simplify 
their lives and off er them more free time;

•  Are increasingly mobile and 
cosmopolitan, and want products that 
enrich their lives with new experiences, 
variety and choices;

•  Are more concerned about health 
and well-being, and want products that 
are natural and nutritious;

•  Demand products that are safe 
and secure, and products that off er them 
transparency on where and how they 
were made; and

•  Want products and shopping expe-
riences that off er engagement — simply 
click and connect to gain experiences 
such as product information, culinary 
tips and other activities.

Th ese trends are largely driven by 
important factors such as changing 
demographics, urbanisation and the 
emergence of middle-class consumers in 
Asia-Pacifi c. 

Th is is creating enormous opportu-
nities for food companies, retailers and 
packaging companies that off er consum-
ers value-added products and shopping 
experiences that match these consumer 
trends. By designing products that meet 
these needs, brands can stand out and 
achieve growth. 

How can food wholesalers/retailers 
unlock growth? What are the most 
signifi cant consumer trends and eating 
habits, for example, the popularity of 
Italian cuisine in Asia, impacting the 
industry?
Brand: Adding value beyond price is the 
secret — be it off ering quality ingre-

dients, health benefi ts, convenience or 
brand heritage. If we take two of our 
core consumer trends as examples, we 
can see how they can impact product 
design, formulation and choice.

Looking at the shift of economic 
power from developed to developing 
markets across the Asia-Pacifi c, we can 
see that it is creating unprecedented 
growth opportunities to meet the 
demands of a new generation of affl  uent 
consumers. 

If we take tomato products as an 
example, we can see the emergence of 
European-style products such as Italian 
pasta sauces or the use of chopped toma-
toes for cooking — this is being driven 
by newly affl  uent consumers wanting to 
use their disposable incomes to experi-
ment more on food.

What does the product of the future 
look like and what’s the importance of 
packaging? How will this be a boon to 
chefs and owners of restaurants?
Brand: Th e product of the future needs 
to off er added value to the consumer, 

helping them to meet their changing 
needs.

Packaging can help in this value-
adding process — it can help to simplify 
the complex lives of consumers, entice 
them to experiment with new tastes and 
fl avours as well as engage them emotion-
ally and ethically. Moreover, innovative 
packaging keeps food safe, fresh and 
nutritious.

For example, with Tetra Recart, 
which is a retortable carton package 
designed for shelf-stable products such 
as vegetables, beans, tomatoes, soups and 
sauces that are traditionally packed in 
cans, glass jars or pouches, the food can 
be sterilised inside the package and stay 
fresh for up to 24 months.

It is easy to open and close — mak-
ing life simpler for chefs and consumers. 
It displays well on a shelf and is incred-
ibly space/weight effi  cient, a benefi t 
to retailers, restaurants and consumers 
alike. 

Th e environment-friendly Tetra 
Recart exceeds the demanding needs 
of the food industry as it keeps food 
fresher and longer without refrigeration. 
Indeed, the carton package meets the 
21st century consumers’ demands for 
safety, convenience and environmental 
performance. ra 

Tetra Pak’s Charles Brand: “Adding value 
beyond price is the secret — be it offer-
ing quality ingredients, health benefi ts, 
convenience or brand heritage.”

Packaging can help in the value-adding pro-
cess — it can help to simplify the complex 
lives of consumers, entice them to experi-
ment with new tastes and fl avours as well 
as engage them emotionally and ethically.

p36-38 40-41 43.fba.0714 CC.indd   40 16/7/14   10:14 am



Retail Asia July 2014   41

 FOOD BUSINESS ASIA

Food processors unprepared 
for digital revolution, warns expert
THE global food industry is on the eve 
of an online retailing revolution that will 
lead to fundamental changes for players 
along the supply chain, from processors 
to retailers. Food processors and produc-
ers, however, face the danger of being 
pushed to the back of the e-shelf because 
products are not suffi  ciently ‘online-
proof ’.

Th is warning was delivered by senior 
analyst John David Roeg in Rabobank’s 
latest report, Food Processors Challenged 
by Online Growth Dynamics.

Roeg said the growth of online 
food retail is a game changer for food 
processors, similar to the introduction of 
self-service supermarkets, the arrival of 
hard discount and private label. 

Th e online grocery market should be 
a place for everyone to sell everything, 
he said. “But food processors face the 
danger of being pushed to the back of 
the e-shelf. It’s not enough to change the 
packaging or formulations; in the face of 
increased competition and opportunities 
for commercial advantage, products need 
to be ‘online-proof ’.” 

For brands and private-label food 
processors of every size, the digital revo-
lution means exploiting opportunities 
and tackling the challenges of securing 
on-screen visibility. 

“Even the most popular products 
can lose share of screen so it is equally 
important for consumers to understand 
how to navigate the new online retail 
world.”

Food producers and processors have 
to assess brand strategies, adjust and 
diversify their product range, refi ne their 
marketing tactics and modify their sup-
ply chains in order to meet the demands 
of online retailers and ensure they do not 
risk becoming invisible online.

From large Fast-Moving Consumer 
Goods (FMCGs) to B-brands and the 
cheapest private-label producers, diff er-
ent strategies will be required to make 
products stand out against the competi-
tion, added Roeg. 

New technology allows retailers to 
control what customers see. “It is not 
enough to make it to the top of the 
screen. In this algorithm-controlled 
world, retailers can steer customers in a 
certain ‘ordering direction’ with tailor-

made promotions and substitutions 
based on browsing or buying history, 
similar customer profi les, and standard 
shopping patterns (for example, birthday 
parties).

Rabobank identifi ed three areas 
where food producers can adopt strategic 
changes in order to fl ourish in the online 
age.

1. Make products online-proof: 
First, it suggests that mid-market brands 
in the “squeezed middle” should spe-
cialise in niche products such as healthy 
options. Beyond niches, there are other 
variables that can lead to fi lter-beating 
products such as smart pricing and pack-
aging variety.

2. New marketing techniques: 
Marketers and sales teams should 
develop more advanced systems and 
procedures to actively manage the share 
of screen every day round-the-clock. 
While the emphasis will be on building 
strong and recognisable brands, tactics to 
improve visibility can include negotiat-
ing individual terms with a retailer for 
promotions, substitution deals (to pro-
mote it or to prevent it from happening), 

or on-screen advertising.
3. Supply-chain effi  ciencies: Online 

retail will lead to more complexity for 
retailers with some costs going up, such 
as more fl exible production runs; and 
some falling, with fewer stocks in the 
supply chain. Roeg predicts that retailers 
and producers will work together to 
achieve new supply-chain effi  ciencies so 
as to keep retail costs low. ra 

A winner in pizza packaging
A NEW pizza box concept has been 
introduced by plastic packaging spe-
cialist Faerch Plast, in which the base is 
produced from crystalline polyethylene 
terephthalate (CPET). Th is material 
makes the box suitable for use in ovens 
— up to 220°C — or in microwaves. 
Th e lid is made from clear amorphous 
(APET).

Th e packaging, which was awarded 
the Snack d’Or trophy at the recent 
Sandwich & Snack Show in Paris, is 
said to off er many advantages to pizza 

manufacturers and consumers.  
Uncooked pizzas can be prepared 

and packed into the 100% recyclable 
pizza box for cooking later. Cooked 
pizzas can also be taken from the oven 
in a supermarket or take-away outlet, 
and packed into the pizza box for safe 
transit and consumer reheating, with-
out the lid.

CPET makes cooking and reheat-
ing possible because it retains its shape 
at high temperatures.

Th e new packaging off ers new 
opportunities for pizzerias to off er 
cooked and ready-to-cook pizzas 
by home delivery or for takeaway, 
leaving the consumer to decide 
when to reheat or cook their pizza.

With fresh pizzas prepared 
in-store becoming increasingly 
popular, Faerch Plast says this 
packaging allows supermarkets to 

commercialise a new concept in ready-
to-cook pizzas. ra 

Rabobank said the growth of online food 
retail is a game changer for food processors, 
similar to the introduction of self-service 
supermarkets, the arrival of hard discount 
and private label. 

Uncooked pizzas can be prepared and 
packed into this 100% recyclable pizza 
box for cooking later. 
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CP Kelco’s new Singapore facility aims
to bring it closer to customers in Asia
US-BASED CP Kelco, a specialty 
hydrocolloids manufacturer, has opened 
a hub facility for South Asia alongside 
its dairy beverage centre of excellence in 
Singapore. Th e company said the move 
is to strengthen its global innovation 
footprint.

“Th e facility in Singapore enables us 
to strategically implement the transfer 
of technology from our other research 
facilities and innovate locally to further 
the success of our customers in the 
East,” said Didier Viala, senior vice-
president for growth and innovation at 
CP Kelco.

Th e South Asia hub will serve as 
a cross-functional support centre for 
customers in South-east Asia, as well as 
in India, Australia and New Zealand. 
Th e centre of excellence will bring CP 
Kelco’s expertise in dairy beverage ap-
plications closer to customers in Asia, a 
company statement said.

Hydrocolloids are gums that are 
added to foodstuff s in order to control 
their functional properties such as thick-
ening or gelling.

Headquartered in Atlanta, Georgia, 
USA, CP Kelco is a leading producer 
of specialty hydrocolloids. Featuring an 
extensive range of specialty hydrocol-
loid solutions, CP Kelco leverages its 
capabilities to bring concepts and ideas 

El Nino predicted to raise India’s edible oil 
imports and affect major crops in SE Asia
WARNINGS about the eff ect of the El 
Nino factor on the world’s food crops 
have grown. Th e latest is a prediction by 
the Associated Chambers of Commerce 
and Industry of India (Assocham) that 
India’s import bill for edible oils will 
grow by almost US$5 billion due to the 
El Nino eff ect.

Assocham said edible oil imports, 
currently standing at US$9.3 billion, will 
have shot up to US$14 billion by the 
time the 2013-2014 accounts close if the 
prediction of defi cient monsoon rains 
plays out. Furthermore, oilseed produc-
tion is expected to drop this year by at 
least 8%.

In a published paper, Assocham 
said initial indications are that rain-
fall in the edible oil-growing states of 
Gujarat, Rajasthan, Madhya Pradesh, 
Maharashtra, Karnataka, Tamil Nadu, 
West Bengal and Andhra Pradesh will be 
defi cient, hitting output which will in 

turn result in higher import dependence.
Assocham secretary-general D S 

Rawat said problems from reduced 
oilseed production could be exacerbated 
by increases in demand.

“Th e demand of edible oil will 

to real-world products in a broad range 
of applications. 

Key product lines are Gellan Gum, 
Cellulose Gum, Diutan Gum, Xanthan 
Gum, Carrageenan, as well as other 
biopolymers. ra 

Present at the opening ceremony of CP Kelco’s Singapore facility were, from left; Jerome 
Bera, senior vice-president, Global Commercial; Pierre Perez, vice-president, Asia-Pacifi c; Don 
Rubright, CEO; and Didier Viala, senior vice-president, Growth & Innovation.

continue to grow by 15% per annum 
due to increasing income levels and fast-
changing eating habits in rural India,” 
said Rawat. “Th e demand for edible oil is 
likely to touch two billion tonnes during 
2014-2015.”

El Nino is a band of warm ocean 
water temperatures that periodically 
develops off  the Pacifi c coast of South 
America and reduces rainfall across 
countries including China and India.

In Asia, which grows more than 
90% of the world’s rice and is its main 
producer of coff ee and corn, a drought-
inducing El Nino could hit crops in 
Th ailand, Indonesia, Vietnam, the 
Philippines and China.

Experts also warned that El Nino 
could deal another blow to wheat pro-
duction in Australia, the world’s second-
largest exporter of the grain, which has 
already been grappling with drought in 
the last few months. ra 

In Asia, which grows more than 90% of 
the world’s rice and is its main producer 
of coffee and corn, a drought-inducing El 
Nino could hit crops in Thailand, Indonesia, 
Vietnam, the Philippines and China.
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Walmart China ups food safety spending 
WALMART China has announced 
it will increase its spending on food 
safety to RMB300 million (more than 
US$48.3 million) in 2013, 2014 and 
2015, up from a previously announced 
commitment of RMB100 million for the 
same three years.

Th e company made the announce-
ment at the kick-off  of China’s 2014 
National Food Safety Week while 
launching the Walmart campaign: 
“Food Safety: We all have a role to play”. 
Th e event was held at the Walmart 
Supercentre Jianguolu Store in Beijing. 

“Th is increased investment refl ects 
our growing commitment to enhance 
food safety management in the supply 
chain and in all our stores,” said Walmart 
China chief compliance offi  cer Paul 
Gallemore. 

Walmart China president and CEO 
Sean Clarke echoed the same mission: 
“We strive for our customers to have 
complete trust in the products they buy 
from us. All our eff orts are aimed at en-
suring the authenticity, safety and quality 
of food for our customers in China.” 

With the increased investment, 
Walmart will focus on several key areas 
to further improve food safety manage-
ment over the coming years.

It will perform additional testing 
and tougher standards for suppliers this 
year, increasing DNA testing on meat 
products by 100% and facility audits 
and inspections of primary producers by 
more than 30% from 2013. Th e number 
of facility audits and inspections of pri-
mary producers were up 50% in 2013, 
from a year earlier.  

Walmart said in the past year, it 
performed more than 400 DNA tests for 
meat products, close to 1,400 third-party 
audits and inspections of farms, factories, 
processing centres and slaughterhouses, 
as well as more than 50,000 product tests 

in the company’s distribution centres.  
Walmart now has nine fresh distribu-

tion centres across China. Products are 
tested at the distribution centres for 
compliance against safety and quality 
standards in a testing lab. Two additional 
fresh distribution centres will be added 
by the end of this year. Once they open, 
Walmart distribution centres will serve 
every Walmart Supercentre in China.

In stores, Walmart is planning to 
introduce the Sustainable Paperless 
Auditing and Record Keeping (SPARK) 
system to China. Th is technology has 
been used successfully in Walmart’s US 
business and provides timely monitoring 
of food storage temperatures through 
wireless temperature measuring devices.

Mobile labs, another food safety 
initiative by Walmart, are to be ramped 
up as an additional eff ort to protect cus-
tomers. Last year, Walmart China’s fi rst 
mobile lab conducted more than 35,000 
tests on food in stores in Guangdong.

Other measures include enhanced 
in-store food safety standards and 
strengthened stores auditing in its more 
than 400 stores across China. Walmart 
China said it will also establish a stronger 
compliance team and continue investing 
in supplier training. ra 

KFC China to revamp restaurants to create 
social hangout ambience
US-BASED KFC, the biggest foreign 
fast-food chain in China, is planning a 
major revamp and makeover of its 130 
restaurants in China.

Th e plans include better Wi-Fi and 
mobile services to attract more custom-
ers. New store designs will feature grey 
and off -white walls with modern paint-
ings hung on them. Wooden tables and 
green plants will be added to make the 
restaurants “more homey” under a new 
dining room concept. 

KFC said it plans to create a social 
hangout ambience for its customers. Th e 
company aims to let its customers dine, 
talk and surf online without hassle.

Apart from the new store concept, 
KFC will also introduce new uniforms 
for its staff  and a new electronic menu.

KFC’s parent company, Yum! 
Brands, said the company has planned to 

open 700 new restaurants in China this 
year and the concept will be followed by 
all newly-established KFC stores as well 
as those undergoing renovation.

Yum! Brands’ China chairman 
and CEO, Su Jingshi, said KFC needs 
to undergo changes to cater to more 
customers. He said the company has to 
adapt to new strategies to keep up with 
the demands of its customers who prefer 
online and mobile transactions, and 
who want a comfortable environment 
suited for business meetings and social 
interaction.

By the end of this year, KFC China 
expects to have around 2,000 restaurants 
in China that off er free W-Fi services. 
In addition, customers will be able to 
pay for orders through mobile apps and 
receive their orders when they arrive at 
the restaurant. ra 

Walmart China chief compliance offi cer Paul 
Gallemore announcing increased commit-
ment to enhance food safety management 
in the supply chain and in all Walmart 
stores.

By the end of this year, KFC China expects to 
have around 2,000 restaurants in China that 
offer free W-Fi services. 
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I
f we accept that retailing operates 
one of the few business models 
where customers pay cash, 
while suppliers and vendors give 

retailers up to 90 days of free credit 
(see $&Sense, January 2014 edition of 
Retail Asia), retailers themselves often 
fail to optimise the resulting ‘cashfl ow 
advantage’.

Th is month we shall focus on how 
a retailer in Asia can make money from 
the cashfl ow circulating in the supplier-
retailer relationship.

Key sources of funding 
in the supplier-retailer 
relationship
Essentially, a supplier contributes to 
retailer profi tability via a combination of 
the following:  
• Faster sales: More traffi  c, brand 

pulling-power, opportunity for 
switch-sell to private label;

• Margin on sales to shoppers;
• Space effi  ciency: Sales psf driven via 

media and merchandising;
• Gross Margin and lower stock levels 

via logistics effi  ciency (GMROII);
• Trade investment by the supplier;
• Free credit, when it is diffi  cult to 

borrow money;
• Settlement discounts for earlier 

payment.
Specifi cally, a supplier’s fi nancial 
contribution to a retailer can be 
quantifi ed as follows:
• Margin: Average gross margin is 

25% of retail sales, but can be 3% 
on fast-moving basic foodstuff s and 
up to 75% on high-end cosmetics;

• Credit: Interest-free money, 45 days 
credit may be equivalent to 1.25% 
of retailer purchases;

• Trade & Marketing Investment + 
Cost management: Up to 20% of 
retailer purchases;

• Stock rotation: UK average 20 
turns per annum driven by delivery 
frequency;

• Deductions off  invoice: For lapses 
in contract agreements (up to 7% 
of retail purchases).

Th e retailer can make money on money 
in two ways.

Cash on deposit
Given the diff erence between instant 
receipt of money from shoppers and 

Making money on money 
Brian Moore
Global Retail 
Analyst & CEO
EMR-Namnews
bmoore@namnews.com

paying suppliers at anything up to 
90 days later means that the cash can 
be placed on deposit, a combination 
of overnight money such as the day’s 
takings, and longer-term deposits to 
capitalise on supplier credit.

However, given the low interest 
rates currently available on deposits, 
retailers may choose instead to use this 
spare cash to build stores, or take over 
competitors, all without increasing their 
bank borrowing.

Th e chart below shows the major 
global retailers’ use of supplier credit.

Th ese fi gures derived from retailer’s 
latest annual reports show that the fi ve 
retailers owe their suppliers a total of 
US$81.4 billion on an ongoing basis, 
with their free credit representing an 
average of 10.3% of their sales!

However, when individual retailers 
are examined, it can be seen that the 
retailers diff er signifi cantly in their 
use of supplier credit. For instance, 
this reveals that Metro are over double 
the average, taking credit from their 
suppliers that represents 21.2% of their 
sales, with Carrefour coming in a close 
second at 17.2% of sales.

In the long term, with fl at-line 
demand in global markets, it remains 
to be seen whether suppliers will force 
a reduction to an average of 10%, or 
strong retailers will take the average out 
to something like the Metro average of 
21.2%.

Meanwhile, it is obvious that free 
credit from suppliers can be a source of 
cash for investment.

Early settlement of supplier 
invoices
Most fi nished-goods suppliers need 
to fund the free credit of 45-plus days 
given to retailers from their cashfl ow.

However, because of the high added-
value of their manufacturing process — 
for example, the value of their purchases 
of ingredients can be as low as 10% of 
the resale value of their output — they 
are unable to pass the cost of credit back 
to their suppliers by taking even longer 
to pay their ingredients’ invoices. 

In other words, a supplier would 
need to delay payment to an ingredients 

Because of the time 
value of money, 
even a small off-
invoice discount for 
a small reduction in 
payment period can 
have a signifi cant 
impact on a retailer’s 
profi tability.
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supplier for 450 days in order to 
‘neutralise’ the 45 days credit given to 
the retailer.

Th is pressure on cashfl ow means that 
fi nished goods suppliers can be willing to 
negotiate off -invoice discounts for early 
payment by retailers.

It can be seen that because of the 
time value of money, even a small off -
invoice discount for a small reduction 
in payment period can have a signifi cant 
impact on a retailer’s profi tability.

An example here will serve to 
illustrate the benefi ts of settlement 
discounts to a retailer.

In other words, using the same 
calculation, a supplier selling $95million 
per annum to the retailer and willing 
to give 0.5% off -invoice for a reduction 
from 45 days credit to payment on 
delivery, is in fact paying at the rate of 
40.5% per annum for the privilege.

Th us cash-savvy retailers are in a 
strong position to make their cashfl ow 
work for them. Th ey can make money 
on money by a combination of longer 
trade credit and early payment discounts, 
without selling an extra box. ra

Say a supplier’s Annual Invoiced sales to the retail customer = $95m
Retailer currently pays in 20 days; supplier wants payment in 15 days, that is, a fi ve-day 
reduction in payment period.

Retailer currently pays 18.25 times per year, i.e. 365/20

Supplier wants payment 24.33 times per year, i.e. 365/15    
                    
Amount the retailer owes when paying in 20 days = $95m/18.25 = $5.2m  
       
Amount the retailer owes when paying in 15 days = $95m/24.33 = $3.9m  
       
Therefore, the cashfl ow saving = $5.2m - $3.9m = $1.3m

Say the cost of borrowing is 9% interest per year
Therefore the cost of borrowing $1.3m for a year = $0.117m

Which is equivalent to 0.123% of sales, i.e. $0.117m/$95.0m  x 100%
                      
Therefore, any extra discount above 0.123% is more benefi cial to the retailer than 
investing the money at 9%! That is, because of a discount of 0.123% for a fi ve-day 
earlier payment period, the discount on an annual basis is equal to 9%, allowing a 
cash-rich retailer to capitalise on its unique cashfl ow position in the current economic 
climate.

SETTLEMENT DISCOUNTS
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A
lmost every aspect of retail 
today is far removed from 
what it was 20, 10 or even 
fi ve years ago. Yet at the heart 

of it, so much remains the same. To 
paint a picture: Previously if you were 
expanding into another city or country, 
you would conduct research, understand 
your customer in that market and open 
a concept store to build brand awareness 
in a way that resonated locally.

With the advent of the digital world, 
this process can and must happen far 
more quickly. Th e Internet is not the 
only advancement to break down the 
traditional borders and entry-level 
barriers of the consumer marketplace. 
More effi  cient logistics (often optimised 
by hard data-crunching), the growing 
fl exibility of outsourcing (for activi-
ties from manufacturing to marketing) 
and the popularity of digital goods over 
physical ones all continue to speed up 
the sales and delivery cycle. 

But you still need to understand your 
local buyers. How do they research what 
they want? How and when do they like 
to pay? What is their preferred means of 
delivery? 

Th e answers may have changed, but 
the questions have not. As a retailer, how 
do you best adapt your expertise to the 
digital and omnichannel realm?

Accommodate your buyers
At ChannelAdvisor, a provider of cloud-
based e-commerce software, we believe an 
increasingly important part of consumers’ 
shopping experience is the multiple online 
channels they use for searching, interact-
ing, engaging and ultimately purchasing. 

Consumer behaviour varies, especially 
across international markets, and retailers 
must understand and evolve to meet dif-
fering expectations and cultural norms. 
For example, a recent study by KPMG 
found that 60% of Chinese consum-
ers use their smartphones every day for 
e-commerce purposes; correspondingly, 
McKinsey & Co reports that a whopping 
90% of all Chinese e-commerce transac-
tions occur via online marketplaces such 
as Tmall and Amazon China. 

In addition, markets vary in the 

Driving e-commerce in a 
borderless realm

way they operate. Take payment and 
fulfi lment — in many Asian countries,  
consumers pay when their online order 
is delivered. Th is means that, often, 
third-party logistics companies need to 
be engaged to fulfi l the orders, deliver-
ing via mopeds or the like. In Australia 
and New Zealand, however, customers 
usually pay when they place their order, 
and once their payment is cleared the 
delivery or logistics side of things moves 
into play, often from the retailer’s own 
distribution warehouse.

In short, a retailer cannot just focus 
on making its website the only online 
sales channel. You need to understand 

what marketplaces your customers prefer 
to use, the local payment and fulfi lment 
norms, optimise your online presence 
for mobile, and take full advantage of 
all the digital marketing tools out there 
to ensure you are high on the radar for 
shoppers as they research and purchase.

Consolidate your resources
As you explore e-commerce across 
geographies, it not only opens up new 
opportunities, but also introduces greater 
competition. And while engaging with 
local marketplaces can help fast-track 
your entry into new markets, it can also 
stretch or fragment your resources and 
processes if you are not careful.

It’s incredibly diffi  cult for retailers to 
provide a consistent brand image for on-
line and brick-and-mortar channels and 
a smooth back-end experience simulta-
neously. To navigate the challenge, smart 
retailers are turning to companies that 
can seamlessly automate and optimise 
the online selling process across multiple 
channels, including third-party market-
places and digital marketing channels 
such as paid search and comparison 
shopping engines. 

Do not fail to plan
While e-commerce technology has been 
around for some time, it is the newer 
cloud-based e-commerce channels that 
companies such as ChannelAdvisor 
support that are impacting this sector 
the most. Th e analytics tools built into 
cloud solutions allow retailers to quickly 
understand their diff erent consumers and 
manage multiple marketplaces and other 
channels through one login. Th is enables 
retailers to simplify administration and 
free up time to focus on growing sales 
and market share.  

Add to this the ability to optimise 
eff orts with bundled digital marketing 
tools that can be turned on and off  as 
needed, and you fi nd you often do more 
with the same, or fewer, resources. 

Th e key to success with border-free 
retail is fi nding a fl exible and dynamic 
partner who will work with your business 
and enable you to keep up with the ever-
changing online world. ra

“You need to 
understand what 
marketplaces your 
customers prefer to 
use, the local payment 
and fulfi lment 
norms, optimise your 
online presence for 
mobile, and take full 
advantage of all the 
digital marketing 
tools out there to 
ensure you are 
high on the radar 
for shoppers as 
they research and 
purchase.”

MARK GRAY
APAC Managing 
Director
ChannelAdvisor
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2014
 CALENDAR

July

July 4-6
Luxury China 2014     
One-stop shopping for international high-end 
brands.
Beijing Exhibition Centre, China
Beijing Zhenwei Exhibition Co Ltd
www.luxurychina.com.cn

July 8-11
Hong Kong Fashion Week for 
Spring/Summer 
Asia’s largest and world’s second largest fashion 
event offering the latest in apparel, accessories and 
fashion-related products to global buyers.
Hong Kong Convention and Exhibition Centre
Hong Kong Trade Development Council
www.hktdc.com/hkfashionweekss

July 16-20
Franchise Asia Philippines     
Asia’s biggest 4-in-1 franchise event.
SMX Convention Center, Manila, the Philippines
Philippine Franchise Association
www.franchiseasiaphl2014.com.ph

UPCOMING EVENTS
To submit listing information, please e-mail: info@retailasia.com.sg

July 24-26
Myanmar HoReCa    
Promising trade opportunities for food and 
hospitality industry.
Myanmar Convention Centre, Yangon
ICVeX Company Limited
www.myanmarhoreca.com

August
August 3-6
ASDLV   
The widest variety of merchandise under one 
consumer goods trade show.
Las Vegas Convention Center, Las Vegas, USA
ASD Las Vegas
www.asdonline.com

August 6-9
WOFEX 2014 (World Food Expo) 
The F&B industry’s main source of supply solutions.
SMX Convention Center and World Trade Center, 
Manila, the Philippines
PEP Group Events
www.wofex.com

August 14-18
Hong Kong Food Expo     
Showcasing food products from all over the world 
and offering business opportunities in food supply 
and distribution.
Hong Kong Convention and Exhibition Centre  
Hong Kong Trade Development Council
www.hktdc.com/hkfoodexpo

September
September 2-4
Seafood Expo Asia   
Asia’s premium seafood marketplace.
Hong Kong Convention and Exhibition Centre
Diversifi ed Business Communications
www.asianseafoodexpo.com

September 2-4
Restaurant & Bar Hong Kong   
Eat. Drink. Trade.
Hong Kong Convention and Exhibition Centre
Diversifi ed Business Communications
www.restaurantandbarhk.com

September 3-4
VitaFoods Asia 2014  
The nutraceutical event for Asia.
AsiaWorld Expo Centre, Hong Kong
Informa Exhibitions
www.vitafoodsasia.com

September 3-5
Asia Fruit Logistica
International trade fair for fruit and vegetable 
marketing.
AsiaWorld Expo Centre, Hong Kong
Global Produce Events GmbH
www.asiafruitlogistica.com

September 3-5
SIFRE 2014
Shanghai International Frozen and Refrigerated 
Food Exposition.
Shanghai New International Expo Centre, China
Shanghai Gehua Exhibition Service Co Ltd
www.ffb2b.com

September 3-7
Hong Kong Watch & Clock Fair    
The world’s largest timepiece event focusing on all 
sectors of the watch and clock business.
Hong Kong Convention and Exhibition Centre
Hong Kong Trade Development Council
www.hktdc.com/hkwatchfair
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2014
September 10-13
Food and Hotel Thailand (IFHS)  
International Food, Drinks, Hotel, Catering, Bakery 
& Franchising Exhibition.
BITEC Bangkok International Trade & Exhibition 
Centre
Bangkok Exhibition Services Ltd
www.foodhotelthailand.com

September 10-13
Viet Food & ProPack Vietnam
The 18th international exhibition on food & 
beverage, food processing, packaging technology 
& equipment.
Tan Binh Exhibition & Convention Centre, 
Ho Chi Minh City
Vietnam National Trade Fair and Advertising 
Company (Vinexad)
www.foodexvietnam.com

September 20-22
China (Shanghai) International 
Organic Food
The 17th International organic green food industry 
expo.
Shanghai New International Expo Centre
Shibowei International Exposition Co. Ltd
www.gnfexpo.com.cn

September 22-25
VnFoodtech
Vietnam International Food Processing Machinery 
Exhibition.
Saigon Exhibition & Convention Centre, 
Ho Chi Minh City
Chan Chao International Co. Ltd
www.vietnamfoodtech.com/hcm

September 24-26
World of Food India
9th edition of international exhibition for the food 
& beverage trade.
Bombay Exhibition Centre, Mumbai, India
Koelnmesse YA Tradefair Pvt Ltd 
www.worldoffoodindia.com

October
October 8-10
Hi Japan
Japan’s biggest health ingredient and service 
exhibition & conference.
Tokyo Big Sight Exhibition Centre
UBM Media Co. Ltd
www.hijapan.info/eng

October 8-10
FoodTec Cambodia 2014
Cambodia’s No.1 international food processing 
technology & packaging industry event.
DIECC, Phnom Penh
AMB Events Sdn Bhd
www.foodtecasia.com

October 14-16
Shanghai Brand Licensing Hall 
2014
The largest event on licensing in Asia by display 
space.
Shanghai New International Expo Center
China Toy & Juvenile Products Association
www.chinalicensingexpo.com

October 15-17
Fi Asia (Food Ingredients Asia)
Source ingredients, expert knowledge, contacts and 
new ideas.
Jakarta International Expo, Indonesia
Fi Asia
www.fi global.com/asia-indonesia

October 15-17
FoodTec Myanmar 2014
Myanmar’s No.1 international food processing 
technology & packaging industry event.
Tatmadaw Hall, Yangon
AMB Events Group
www.foodtecasia.com

October 16-18
Oishii Japan 2014 
ASEAN’s largest dedicated Japanese F&B 
showcase.
Suntec Singapore Convention & Exhibition Centre
MP International
www.oishii-world.com

October 16-18
Franchising & Licensing Asia 
(FLAsia)
The international event for entrepreneurship, 
business opportunities and intellectual property 
rights in Asia.
Marina Bay Sands Expo & Convention Centre, 
Singapore
Franchising and Licensing Association Singapore
Bizlink Exhibition Services Pte Ltd
www.franchiselicenseasia.com

October 16-19
Manila Fame
The design & lifestyle event.
SMX Convention Center, Manila, the Philippines
Manila Fame Secretariat, Center for International 
Trade Expositions and Missions (CITEM)
www.manilafame.com

November
November 1-2
Vinexpo Nippon
The wine and spirits event specially designed for 
Japan.
Prince Park Tower Tokyo
Vinexpo SAS
www.nippon.vinexpo.com
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