
Food retail sector plays an important role in the overall competitiveness of the developing and the developed economies all over the world, stimulating business activities and creating new job opportunities. In recent years retailers are working closer to consumers then ever before. In addition to increasing consumer demand, food retailers have a long-term effect on the living standards of ordinary people. Modern food retailing not only provides the customers with a more comfortable ambience, but also offers feasible prices to them. For this reason, shopping for food has generally become an enjoyable experience for every family.
It is worthwhile to mention that the structure and organization of food retailing has undergone substantial changes over the last few decades. The dominant players have become the supermarkets, which have increased both in number and average size, selling a large variety of food and non-food items and offering some additional services to their consumers. They have changed the look of our streets, and as some scientists argue, are causing the disappearance of smaller, local grocery stores. That is why the given essay is dedicated to the development of a better understanding of the economic essence of supermarket as one of the most effective food retail formats of nowadays defined.

The word “supermarket” is used by economists, policymakers and practitioners to denote a large retail store, operated on a self-service basis, offering a wide variety of food and household merchandise, organized into departments. Historically, there was a debate about the origin of the supermarket with King Kullen, Ralphs Grocery Company, Henke & Pillot Inc. and other chain stores, located in the USA. To end the debate, the Food Marketing Institute in conjunction with the famous Smithsonian Institution defined the attributes of a supermarket as “self-service, separate product departments, discount pricing, marketing and volume selling” [7]. Consequently, it was proved that the first true supermarket in the United States of America was opened by Kroger employee, Michael J. Cullen, on August 4, 1930, inside a 6.000 sq. ft. (i.e. 560 sq. m.) former garage in Jamaica, Queens in New York City [6; 7]. In most instances, the early stores in this country were usually located in reconstructed industrial buildings in outlying areas; their primary advantage was a low price on the majority of proposed items. Our survey also identified that in the 1940’s and 1950’s supermarkets became the major food marketing channel in the USA. In the countries of Western Europe, Middle East, Asia and Latin America supermarkets spread rapidly in the 1960’s and mid-1970’s, where they appealed to individuals who had the necessary buying power. Nowadays this retail format has an opportunity to expand mainly in small towns where shopping in supermarket is still luxury.
The traditional supermarket occupies a large floor space, usually on a single level and is located either in the center of residential areas or near highways in the suburbs in order to be convenient to consumers. Large supermarkets all over the world sell many different types of food items among many brands and varieties, including: non-alcoholic beverages, such as soft drinks, juices, bottled water (some stores may have a juice bar that prepares ready-to-drink freshly squeezed juices and smoothies), tea and coffee, breads and bakery products (many stores have a bakery on site that offers speciality and dessert items), canned goods and dried cereals, confections and candies, dairy products and eggs, diet foods, ready-to-eat delicatessen foods, frozen foods, meats, fish and seafoods (some stores may offer live fish and seafood items from aquarium tanks), fruits and vegetables, snack foods and so on. In addition to selling these food items, modern supermarkets are also selling a wide range of non-food products, such as: alcoholic products, tobacco, books, newspapers and magazines, greeting cards, CDs, DVDs, flowers, seasonal items and decorations, toys, baby-care products, beauty products, laundry and housecleaning products, electrical items (light bulbs and extension cords), housewares, dishware and cooking utensils, clothing and footwear (typically a general, limited assortment) etc. Thus, it should be mentioned that consumers have never had more choice in variety, value and quality. These stores typically carry anywhere from 15.000 to 60.000 stock-keeping units (depending on the size of the store), each with its own price and special deals – “buy one get one free”, “half price” and so on. In the United States of America as well as other countries major-brand supermarkets often demand slotting fees from suppliers in exchange for shelving space, or better shelf positioning (such as eye-level, checkout aisle or "end cap" space).
According to the recent available data from Food Market Institute, it should be mentioned that the total U.S. supermarket sales in 2009 reached $556.973 billion [5]. In the average supermarket in either developed or developing country, as figure 1 below illustrates, perishables (which include fruits and vegetables, delicatessen food, bakery, seafood and butcher) reach approximately 25 % of total sales. At the same time, chilled foods (which include frozen and dairy food) reach 15 % of total sales. Finally, shelf-stable food & beverages collectively reach 30 % of total supermarket sales.
Figure 1

Average supermarket sales by department, percent of total sales [2]
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Actually, supermarkets offer products at low prices by reducing their economic margins. Certain products (typically staple foods such as bread, milk and sugar) are occasionally sold as loss leaders, that is, with negative profit margins. To maintain a profit, supermarkets attempt to make up for the lower margins by a higher overall volume of sales, and with the sale of higher-margin items [1; 3; 7]. It could be argued that those families on a small budget are being subsidized by those buying luxury items, provided they buy only the staple or basic foods, which would otherwise be much higher. Customers usually shop by putting their selected products into shopping carts or baskets (self-service) and pay for the products at the check-out. 
It is also important to consider that most supermarkets all over the world are similar in design and layout due to the recent trends in marketing. To provide customers with comfort as well as to lure them, the typical supermarket is usually designed in such a way that the layout and display of goods look attractive, and that the customers can move about and choose items without hassles. A short time ago psychologists proved that the longer customers stay in the supermarket, the more many they are likely to spend. That is why milk, eggs, bread and other essential staple items are located at different ends of each supermarket and usually at the back: even if customers are going to buy bread only, they will have to walk through the whole supermarket just to reach the certain food item. In addition, the supermarket makes sure that the attendants are kind and neatly dressed, and that security is maintained. The quality of goods at the supermarket must be reliable. The supermarket offers fixed prices, and these prices are clearly shown on the tag of every good being displayed so as to make it easy for customers to find them out.
To keep up with the increased competition, modern stores of this retail format are exercising a full array of strategies, which include primarily changing the merchandise mix and adding services. The true innovators generally achieve a leadership position in the minds of their target consumers. Our research found that Piggly Wiggly, Safeway Inc., Wal-Mart Stores Inc., Wegmans Food Market Inc., Costco, Target Corporation, The Kroger Co. and The Food Emporium are among people’s favourite supermarkets in the USA [8]. 
In running its business, the supermarkets all over the world are strongly supported by promotional campaigns through printed and electronic media. In addition to such campaigns, the usual store of this retail format also adopts other ways of luring customers such as loyalty marketing programs that reward loyal customers carrying frequent shopper cards with discounts or directed gifts. The increased relevance of loyalty cards combined with the use of scanners can allow retailers to understand the demand for their products much better. Careful analysis of this information means that retailers can adjust their supply of goods to meet the needs and requirements of their customers. The practical use of loyalty card data also means that retailers can provide individually tailored offers for customers, and product ranges can be made specific to the locality of each store. A deeper understanding of the tastes and preferences of customers also allows for more targeted product development as retailers have a clearer understanding of the products that consumers are likely to want which can then be developed.
We identified that many coupons and discounts are also available online to print out and bring to the supermarkets in different countries. Many supermarkets have also made their stock available on the internet. This means that the customers can select what they want on their computer, and it will be ready for them by the time they arrive at the supermarket. Some stores of this retail format even use this method for a delivery service, delivering the chosen groceries to the customer’s doorstep. This is seen by some economists and managers as the future of supermarket shopping, browsing digital produce in digital aisles without leaving the home.
It is worth to be said that the major supermarkets all over the world have grown rapidly and increased their market share by buying out the smaller supermarkets, franchising and forming partnerships with other retail companies in different countries. As a result, the world-wide known transnational supermarket chains of nowadays are: Ahold (Netherlands), Aldi (Germany), Auchan (France), Billa (Austria), Cora (Belgium), Metro (Germany), Tesco (UK), Wal-Mart (USA) and many others. 
The recent scientific research [4] allowed us to confirm that the winners in the food retail sector in the nearest future will operate the next supermarket formats:

- strong price operators, which start with a strong differentiated price advantage, which generate high sales volumes, which then provide the stores with the operating margins to match or beat their conventional competitors with strong perishables, good product quality and variety, and comparable customer service;

- heavily ethnic oriented stores, which provide a selection of products that are unique to their target customers, together with strong produce offering and consumer staples at prices that provide a great value;

- targeted specialty stores – these are smaller stores with a selected private label offering focused on high-quality healthy foods and unique gourmet products at very competitive prices.
This led us to the following conclusions. 

Supermarkets are a convenience for consumers due to their ease of navigation, their business hours, and numerous locations. Generally, the supermarkets adapt to the local context by taking account of customer types, their consumption habits, the nature of the competition, etc. The supermarket marketplace keeps changing. New ideas for store development will come and go, but two things will remain clear: retailers have to be flexible when determining the right location for their stores and when providing consumers with what they want. As a result, traditional supermarket retailers have to reinvent themselves over a period of time, in order to attract and maintain a loyal customer base. New concepts and innovation will be the key to success over the next decade. 
By the way, there will be more consolidation in the food retail sector. Successful players will capitalize on the strengths of the value proposition they choose to drive, and they will learn to do it well. In the customers’ eyes, it’s all about how well a retailer can satisfy what they are looking for in their shopping experience. Technology and innovation will serve as the fuel in enabling the customer’s shopping experience. Prudent decisions on the supermarkets’ part must govern what technology is right for the business needs, in order to allow them to grow and prosper.

REFERENCES

1. Dynamic Times in Food Retailing: Insight for Food-Anchored Shopping Centre Investors and Managers. January 2007. – http://www.gwlrealtyadvisors.com. 

2. Fast Mooving Consumer Goods Retailing in New Zeland. Report to Progressive Enterprises. – http://www.coriolisresearch.com/pdfs/coriolis_fmcg_retailing_nz_report.pdf.
3. Joachim Zentes, Dirk Morschett, Hanna Schramm-Klein. Strategic Retail Management. 2007. –  http://books.google.com.ua.

4. John Domino. Food Retail Formats for the Future. November 11, 2010. – http://www.glgroup.com/News/Food-Retail-Formats-for-the-Future-51450.html.

5. Supermarket Facts. Industry Overview 2009. – http://www.fmi.org/facts_figs/?fuseaction=superfact.

6. Supermarket History. – http://fact-archive.com/encyclopedia/Grocery_store.

7. Supermarket History. – http://www.shoppingusa.us/Supermarket/encyclopedia.htm.

8. Toplist of people’s favourite supermarket chains. - http://www.peoplesfavorites.com/?to=233.

ABSTRACT

The essay is dedicated to the determination of supermarkets’ role in the development of food retail sector in the light of rapid economic changes. A brief review of the history of supermarkets is revealed. The economic essence of supermarket as one of the most effective food retail formats of nowadays is defined. Considerable attention in the essay is given to the activity of the typical modern supermarkets in different countries. The main results of analysis of world’s top food supermarket chains are presented. The possible advantages of these food retail chains are defined. Finally, it is suggested that supermarkets should develop new retail concepts in order to attract much more customers.
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