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Abstract  

Food retail is an appealing market, with high turnover, as well as potential growth, but is very 
competitive as well. When the big food retailer started the modernization process and the 
hypermarkets started popping everywhere in the nineteen nineties, the traditional retailing 
market started to shrink at a shocking proportion. With the intention of counteracting this market 
trend, distribution, retailing, and customer behavior, marketing were topics studied to try to find 
a strategy that could bring some hope into the heart of the traditional retail. 

With help of the Blue Ocean Strategy proposed by Kim and Mauborgne (2004), value innovation 
was seek for traditional retailing, to achieve differentiation from big food retailing chains. In order 
to get this done, the opinions of customers and retailing experts was essential, using 
quantitative and qualitative analysis to the obtained sample of the population, for further statistic 
analysis, and implementation of the Blue Ocean Strategy, allowing a better understanding to 
propose a marketing strategy for the traditional retailing. 

Key words: supermarket, food retail, traditional retailing, Blue Ocean Strategy, multi-channel 
strategy, social media. 

1. INTRODUCTION 

The majority of all companies that act in the 
traditional retail marked have not innovated 
in the past twenty years or more. They keep 
executing the same strategies over and 
over again, without considering the 
changes in consumer trends. As a matter of 
fact it’s assumed the competition from the 
big box retailers, as if both were competing 
in the same market. And traditional retail 
did not add any more value to the 
customer, except for the fact that their brick 
and mortar location might be closer to the 
customer. 

 The motivation behind this study is to fight 
against the trend of over thirty years, where 
day after day traditional business has 
closed its doors, and the ones still open are 
facing many challenges to stay profitable. 
Also to be able to contribute in a market 
that besides its challenges to innovate, 
there are still many things that could be 

done in order to achieve stakeholders 
objectives. 

Many years ago traditional retailing could 
be described as a network of distribution 
entrepreneurs, that each one was ultra 
specialized in one market, from food 
retailing (supermarket, bakeries, butchery), 
to non food retailing (cars, electronics, 
pharmacy), that due to their small sells had 
no bargaining power with suppliers 
(Autoridade da Concorrência, 2010). With 
the changes in the market, and the 
consumers’ behavior, it also brings a need 
to promote new strategies for the 
organizations.  

Blue Ocean Strategy (BOS) promotes a 
change in the game (Kim & Maugborne, 
2005). Companies should focus on 
searching for blue oceans (unexplored 
market space) that makes competition 
seem irrelevant while creating innovation in 
value. This way, companies are able to 
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combine diminishing costs and increasing 
value to the customers. 

The objective here is to study the 
perspective of what is valuable for the 
consumer, to be compared with the 
perspective of experts and business owners 
in the traditional retail. And to measure the 
importance multichannel strategies, social 
media marketing, and the influence of 
hedonic components how do they affect a 
new strategies for its market, using a 
strategic management diagnosis and the 
strategic tools suggested by the BOS 
methodology. In the event that new aspects 
develop, aspects that customers value, 
then it will be proposed a new value curve 
including those relevant elements 

2. LITERATURE REVIEW 

Distribution is the process that removes the 
distance between the final stage of 
production and the place where demand 
presents itself (Cotta, 1978). The 
distribution circuits are the set of generic 
stages or agents that are involved in the 
process, like wholesaler, distributor, re-
seller, or it can be direct from production to 
consumer. Rousseau (2002) differentiates 
between the distribution channels as the 
specific agents that were involved 
horizontally on the distribution. 

Retail is defined by Levy and Weitz (2004) 
as a chain of point of sale, managed by the 
same distribution group, that share decision 
levels and a supply chain logistic 

This being said, there are 3 types of 
retailing (Rousseau, 2008): (1) Independent 
retail: characterized by small size 
organization, mostly only one point of sale, 
and a family business; (2) Integrated retail: 
in this segment we can find all the big box 
organization that can allow vertical 
integration (production, distribution, and 
retailing); (3) Associated retail: where 
independent retailer can be found, that 
associate with others in order to get some 
leverage against competitors. 

The strategy for retail success has been 
changing, as the consumer habits have 
changed, so today, this strategy has to be 
defined in order to determine the success in 
the next 5 years. Most of all have noticed 
that price and location had become less 

relevant facts (Sides & Quinn, 2012). As we 
can see in the next figure the evolution in 
sales of traditional retailing, super markets  
(less than two thousands square meters), 
hyper markets  (over twenty five hundred 
square meters), and hard discount (like Aldi 
or Lidl). 

 

Figure 1: Sales evolution by retiling 
typology (Nielsen, 2009) 

Every day, many factors influence 
consumer behavior and the way they shop, 
(Chaniotakis, Lymperopoulos, & Soureli, 
2009). Like price, quality or image 
perceived, but also things like the location 
of the shop, the environment and the 
experience that come from that acquisition 
(Tauber, 1972). Where a utilitarian 
component motivates a purchase, the 
hedonic component justifies it. 

As it has been proven, the more number of 
channels available, the larger is the 
probability of sales. With this in mind, day 
after day the brick and mortar stores are 
adopting a multichannel strategy to get to 
more consumers, either with a physical 
channel and also with an electronic one. In 
order to create a successful marketing 
strategy, there must be defined a cluster of 
customers to attract which each strategy 
(Nicholson, Clarke, & Blakemore, 2002). 

Porter (1985) establishes that in order to 
get a competitive advantage, an 
organization has to aim either for a low cost 
strategy, or market differentiation, never 
risking to be “stuck in the middle”. To 
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contradict that, Kim and Mauborgne (2005) 
presented a new strategy that conciliated 
what Porter tough divergent, creating the 
blue ocean strategy. The authors stand by 
the principle that to have value creation it is 
needed a cost reduction, and a product 
differentiation at the same time, in order to 
crate a uncontested market place, with no 
existing parameters, where the competitors 
become completely irrelevant Most of 
companies focus their strategy in matching 
or overcoming their competitors, (that 
means if the competitor lower it prices, we 
lower it as well, or even more) in this case 
we say that the company is competing in a 
red ocean, because of the blood in the 
water. Kim and Mauborgne (2005) stand for 
a strategy that creates value to operate in 
market unknown by the competitors that is 
defined as the blue ocean strategy (BOS).  

The BOS is supported by four main ideas 
(reconstructing market boundaries; focusing 
on the global stage, not in numbers; 
reaching beyond existing demand; getting 
the strategic sequence right) and in two 
principles of execution: overcoming the 
major organizational barriers and the 
implementation of the strategy. 

Kim and Maugborne (2005) introduced a 
graphic named as the Four Actions 
Framework with guidelines to reconstruct 
buyer value elements in order to create a 
new strategy. Based on four questions: 
which factors should be eliminated, created, 
raised and reduced, the framework would 
allow a company to reduce its cost structure 
and differentiate in value to the customers 
in order to achieve value creation. The 
answers will permit to chart a new strategic 
profile that shows the new vale curve of the 
company. The objective is not just to 
innovate but, for that innovation to be 
valued by the customer. 

Of course there are other marketing 
strategies that can be used in order to 
achieve the organization goal. For instance 
truth Branding, tangible and intangible 
attributes are recognize true a logo, and 
can be manage in order to influence value 
perception in the customer (Martins, 2006), 
Or Media marketing, getting advantage of 
worth of mouth, and the producing of 
content worth sharing between people in 
the same social network, (Yang, 2008) to 
improve sells. 

2.1 Retail Market in Portugal 

Portugal is the 11th more populated country 
in Europe, it hosts a population where 
17,9%  are older that 65 years, it represents 
the 6th country worldwide with the biggest 
percentage of older people (Rosa, 2012). 
According with the last available APED 
ranking (Associação Portuguesa de 
Empresas de Distribuição), distribution 
sales represent 15700 million euro, that 
equates to 9,2% of the Portuguese PIB. As 
we can see in the Figure 2, the biggest two 
players represent the majority of the 
market.  

 

Figure 2: Sales by food distributor in 
millions (adapted from APED, 2011) 

3. METODOLOGY 

In order to respond to the initial objectives 
of this study, the information needed was 
obtained during three stages. 

In the first stage of research, a qualitative 
approach in the form of focus groups was 
conducted to potential and current 
customers, where each individual was 
asked to indicate which elements of the 
offer represented value to him/her, and 
which didn’t. 

The second stage of the study was also a 
qualitative approach, in form of depth 
interviews to a panel of experts and 
business owners of traditional retailing that 
covered all the different typologies present 
in the market. Also there was a small 
quantitative part, where it was asked 
whichwhat was the opinion they thought 
their customers had of the traditional retail. 

In the last phase, a survey was 
administrated inside the store where 
authorization was provided, and also in 
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electronic channels. In order to obtain the 
perspective of customer about the 
traditional retailing, for further comparison 
and analysis. 

4. DATA ANALYSIS AND RESULTS 

One of the first things that were concluded 
from applying the focus group, was that 
was important to cluster the customer, 
depending if they only use traditional 
retailing, modern retailing, or both, but the 
majority referred they used both. Then 
when asked about which were the section 
of the traditional retailing they valued the 
most, the majority pointed to be fruits and 
vegetables, it was referred the butchery. 
When questioned about what was 
determined in their minds to be bought in 
the big retail chains, all of them agree to be 
detergents and cleaning products, as well 
as products with long shelf life. About the 
inquiry of what was most valuable in the 
traditional retail, thing as fresh products, 
geographic constrains, and organic 
products, definitively the participant didn’t 
trust organic products carried by big 
distributors, as they did for the smaller 
retailers. Other very significant information 
mentioned was the sympathy and 
relationship they had with the workers, but 
they would like to see different pricing 
policies. 

When the participants were asked about, 
what new functionalities could be 
interesting to be founded in traditional 
retailing, a variety of things were 
mentioned, like to be open twenty four 
hours, or to have the ability to order any 
item that was not in stock like libraries or 
pharmacies. Other things were to stress 
their differentiation by carrying different 
brands, and making a automatic list of 
items to be delivered at home in a planned 
schedule. 

In the depth interviews conducted to the 
experts in traditional retail, it was started by 
asking individually how they saw the 
market. The answer was pessimistic, but 
normally a small sustainable growth was 
mentioned, as well as increasing threats 
from the modern retailer competitors. The 
questions about what was preferable to 
acquire in the traditional retail and what in 
modern larger retailers, was very similar to 
the answers from the focus group. From 

their perspective, the customer choose to 
go to their shops because of hedonic 
appeals, related with the relationship that 
they had build with the majority of the 
customers during the years. There was a 
part in which was supplied a survey to 
quantify what was the perspective that they 
had, in order to know what their customer 
valued the most, and which section where 
preferred, for further comparison with the 
answers given in the next stage. 

All the business owners replied to do 
regular sales in store, but very few of them 
did campaigns outsides their stores, also 
was conclusive that no one did customer 
satisfaction inquiries, but was affirmed that 
“95% or more of our customers are very 
pleased with us, if not, they wouldn’t our 
customers”, It was also mentioned that the 
working force was either the biggest asset 
but also the biggest threats, and when 
asked what could be done to improve the 
market, a very passive answer was given, 
just to wait for the crisis to be over, and 
then things will be better again. 

From the consumer’s data survey we 
learned that 54% of the respondents were 
female and the close majority of the sample 
group was at a much younger than thirty 
years old, more than 50% finished college, 
and where working at the time, with an 
income lower than 1500€. 40% of their 
household was of 2 people, also the proven 
majority was responsible for buying the 
groceries, and did use the traditional retail. 
In a scale from 1 to 7, in which 7 means 
very satisfied, 57% was ranging between 4 
and 5, and visited at least once a week, 
where roughly around 40% spend less than 
5€ and also less than 5 minutes per visit. 

Respondents evaluated (between 1 and 7) 
the ten characteristics of traditional 
retailing; Location, Price, Variety, Sales, 
Workers, Extended hours, Environment and 
décor, Corporative image, Local products, 
Hedonic appealing. As they did with the 
same scale for the most used sections, and 
so they did with some suggestion to 
improve the market as shown in fugure 3.  

Figure 3: Value curve of suggestions 
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4.1 · Multivariate Analysis 

To better understand if there were 
significant differences in the profile of 
consumer respondents, in relation to the 
answers given on the three tables to be 
analyzed, it was first carried out a factor 
analysis. This analysis helped to evaluate 
the inter-relationships among the 10 
variables (attributes) of the characteristic 
chart, 16 variables of the usage table, and 
also 16 variables of the suggestion table. 
Afterwards a cluster analysis was carried 
out to group respondents into classes with 
high homogeneity. 

The factorial analysis was proved 
appropriate for the data collected due to the 
results of the Bartlett test of sphericity (p-
value of 0,000 meaning the existence of 
significant correlation between the variables 
involved) and the measure of sampling 
adequacy (KMO index of 0,789 0,747 and 
0,725 meaning that factor analysis is 
suitable). The factor extraction method 
used was the maximum likelihood method – 
common factor analysis, to identify the 
factors that reflect the common variance 
that the original variables share (Hair et al., 
1998). The method allowed to retain four 
factors (Table 1) explaining a total variance 
of 73,9%. The loadings, after VARIMAX 
rotation, indicate the correlation or degree 
of correspondence of each variable with the 
factor. Thus, in an attempt to increase the 
reliability of measurement, the variables 
loading on each factor were averaged and 
the resulting factors were subsequently 
used as individual variables. 

Tables 1,2,3: Result factors from tables 

Facto

r	  

Identification	   Variables	  included	  

F1	   Hedonic	  

characteristic	  

Hedonic	  appeals	  

Corporative	  image,	  	  

Environment	  Decor	  

Local	  products	  

F2	   Value	  added	   Variety	  

Location	  

Workers	  

F3	   Convenient	  

pricing	  

Long	  hours	  

Price	  

Sales	  

	   	   	  

	  Factor	   Identification	   Variables	  included	  

F1	   Groceries	   Bolos	  Chocolates	  

Mercearia	  

Bebidas	  não	  alcoólicas	  	  

Bebidas	  alcoólicas	  	  

Higiene	  e	  Detergentes	  

Congelados	  

Iogurtes	  

F2	   Behind	   the	  

counter	  

Peixaria	  	  

Charcutaria	  	  

Talho	  

Padaria	  

F3	   Meal	  

solutions	  

Dietéticos	  e	  Biológicos	  

Pronto	  a	  comer	  

Zona	  de	  convívio/	  

F4	   Fresh	  

products	  

Frutas	  

Legumes	  

 
Factor	   Identification	   Variables	  included	  

F1	   Distribution	  

Channel	  

Compras	  pela	  internet	  

Entregas	  a	  domicílio	  

Compras	  por	  telefone	  

Compras	  a	  crédito	  

Uma	  roulote,	  com	  marca	  do	  supermercado	  a	  vender	  em	  outros	  sítios	  

Apostar	  mais	  na	  comida	  pronta	  a	  comer	  para	  levar	  

Promover	  o	  piquenique	  e	  vender	  artigos	  já	  preparados	  

Ter	  um	  horario	  mais	  alargado,	  com	  vending	  machines	  

F2	   Differentiation	  

Receber	  publicidade	  por	  email	  ou	  no	  Facebook	  

Ter	  os	  mesmo	  artigos	  e	  mesmo	  preço	  que	  a	  grande	  distribuição	  	  

Cartões	  de	  fidelização	  

Ter	  uma	  MDD	  (marca	  branca)	  competitiva	  com	  a	  da	  grande	  distribuição	  

F3	   Just	   like	  

modern	  

retailing	  

Promoções	  constantes	  

Receber	  um	  cabaz	  periodicamente,	  com	  artigos	  selecionados	  F4	   Uncontested	  

market	  
Restaurante	  dentro	  do	  supermercado	  

F5	   Exclusivity	   Ter	  artigos	  exclusivos	  e	  que	  façam	  a	  diferença	  

Cluster analysis was used in order to group 
a set of similar profiles using the factors of 
Tables 1 and 2. The TwoStep Clustering 
method was chosen because it allows 
forming clusters involving both continuous 
and categorical variables, resulting in two 
clusters. According to the results, Cluster 1 
contains 29,4%, and cluster 2 contains 
70,6% of the sample For a matter of space 
utilization, the result tables are not shown 
here., but can be asked to the author. 
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4.2 Analyzing the Traditional Retailing by 
BOS methodology 

The methodology starts by analyzing the 
Six Blue Ocean Strategy Principles, four 
principles to formulate the strategy and two 
for implementation. The analysis is based 
on the analytical and structural tools 
proposed by BOS methodology to turn�the 
formulation and implementation of the blue 
ocean strategy as systematic and doable as 
the strategy in the known market space 
(Kim & Mauborgne, 2005). 

Principle 1- Reconstruct market boundaries 

We can start by verifying that traditional 
retail not only competes with modern 
retailing, it also competes with gourmet 
stores, but if we can dig really deep, 
supermarket acts on the physiological need 
for hungry. In that scenario, restaurants 
also compete with traditional retailing. 
Having ready to eat solution can really be 
beneficial. 

Principle 2 – Focus on the big picture, not 
the numbers 

To apply this principle, the authors 
recommend to compare the existing 
solution against the one of the main 
competitors. Although they represent very 
different markets they supply the same 
need, meaning that we can conclude that 
the value curve is almost convergent, 

except for the price, where each on 
differentiates.  

The next step consists in identifying what to 
eliminate and/or reduce and what to rise 
and/or create so that the value curve of the 
Traditional Retail clearly deviates from the 
competition in the factors valued by the 
target market (Figure 5). The structure of 
the 4 Fields of Action will help in this 
(re)construction process of the curve, and 
the 4 main questions to be raised have the 
purpose of defying the conventional logic of 
the industry and the business model itself. 
As such, it will be possible to see and 
structure some actions with the intent of 
innovation. 

ELIMINATE 
Which factors taken 
for granted should 
be eliminated? 
-Competition against 
moder retail 
paradigm 

RAISE 
Which factors 
should be raised 
well above the 
industry´s standard? 
-Counter section 
-Biological and 
Gourmet 
-Delivery and 
customer care 

REDUCE 
Which factors 
should be reduced 
well below the 
industry´s standard? 
-Long shelf life 
groceries that 
customers buy at 
hypermarkets 

CREATE 
Which factors 
should be created 
that the industry has 
never offered? 
-Automatic list 
shipping 
-Food court inside 
-Tastings trials 

Figure 5: Eliminate-reduce-raise-create 
grid 

Principle 3 – Reach beyond existing 
demand 

If we consider that older people with trouble 
to move, have issues to go to a 
supermarket, but are also averse to 
technology, we can consider a service such 
as to deliver at home a list that could be 
parameterized by phone call, or some 
examples the conquest of a new clients or 
converting non-clients. 

Principle 4 – Get the strategic sequence 
right 

Figure 4: The Strategy Canvas of Tradition Retiling vs 
competitors 
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Analyzing the 4 stages of strategic 
sequencing (combination of exceptional 
use, strategic price, overcome costs and 
obstacles management) we should develop 
a strategy that provides a high utility service 
to their customer, fulfilling a need in the 
market and giving advantages with an 
acceptable price, which constitute an 
attractive offer for the consumer; in addition 
of being a product with low risk and with a 
cost according to the profit margins 
predicted by the company objectives. 

Principle 5 – Overcome key organizational 
hurdles 

The biggest issue nowadays with tradition 
retailing is actually to overcome the 
bureaucratic, and change averse 
organization, from the top management that 
might be to stubborn to change their mind, 
to the employees that take their job for 
granted. This hurdles have contributed 
largely to the actual situation of the market. 

Principle 6 – Build execution into strategy 

Any process of change will only succeed if 
all members of the company are involved 
and understand the objective that the 
company wants to achieve, supporting it 
unconditionally. Once the goal of this 
market is often well explained in sales, we 
advise a program that rewards workers by 
achieving milestone objectives. 

Although we have no way of measuring the 
creation of a blue ocean, in the next figure it 
is presented the value curve that traditional 
retailing should follow to make competitors 
irrelevant. 

It is possible to differ from the competition, 

by keeping its distinctive characteristics 
such as best quality and even better 
customer care. It is possible to innovate in 
order to deliver other valued attributes. 

5. CONCLUSIONS AND LIMITATIONS 

The initial focus group of customers 
provided the first draft of what to expect 
from the market, then the depth interviews 
of the experts in traditional retiling provided 
a measurement point and a perspective of 
expectations of the market, that in some 
case converged, but in others differed from 
the uncontested view of the consumer. 

To validate the result of the qualitative 
analysis a factorial analysis was made to 
the three tables of characteristic in 
traditional retailing, also the sections, and 
suggestions to improve the traditional 
market. In an empirical way, for the specific 
sample studied, it was validated the fact 
that the hedonic aspects affects favorably 
the choice for traditional retailing and 
unfavorably modern retailing. Also that 
multichannel strategy suggestion was 
highly valued, as well as social media, 
taking in consideration that some of the 
respondents were technology averse. 
However some discrepancies were found 
between the perspectives of experts and 
consumers of the market.  

In order to view respondents as a more 
homogeneous group, according to the 
previous factors identified, a cluster 
analysis was carried. Using cluster 
analysis, the results showed two groups of 
respondents with different characteristics 
that may be considered in the strategic 
planning of the company.  Deploying 
different strategic actions aiming at each 
cluster, can be a competitive weapon that 
the traditional retail has to use. 

The traditional retail was analyzed with blue 
ocean strategy metrics, in other to identify 
the competitors, and elaborate a new value 
curve to explore uncontested market place, 
using as insight the survey administered to 
the customers. This allows to take the 
maximum advantage of the most valued 
characteristics by the actual customers.  

The study faced some limitations that 
should be here mentioned and considered 
in future studies. Due to its exploratory 

Figure 6: Proposal of the New Strategy 
Canvas of the Traditional Retiling 
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nature, and given its small sample, the 
study interpretation, and the results cannot 
be generalized or extrapolated to other 
markets or regions. Also many difficulties 
were faced while trying to contact the 
experts in the market, so we decided to 
interview business owners, because they 
could also give as a similar perspective of 
the market. 

Nevertheless, the study can represent a 
contribution to further explore the topic of 
strategy in an increasingly competitive 
industry. 

6. REFERENCES 

Autoridade da Concorrência (2010). 
Relatório final sobre relações comerciais 
entre distribuição alimentar os seus 
fornecedores. Servir a Concorrência. 

Chaniotakis, I., Lymperopoulos, C., & 
Soureli, M. (2009). A research model for 
consumers’ intention of buying private label 
frozen vegetables. Journal of Food 
Products Marketing, 15 , 152-163. 

Cotta, A. (1978). Dicionário de Economia (4 
ed.). Publicações Dom Queixote. 

Kim, C., & Mauborgne, R. (2005). Value 
innovation: a leap into the blue ocean. 
Journal of Business Strategy , 26 (4), 22-
28. 

Kim, W. C., & Mauborgne, R. (2005). Blue 
Ocean Strategy: from theory to practice. 
California Management Review , 47 (3), 
105-121. 

Levy, M., & Weutz, B. (2004). Retailing 
Management. Boston: McGraw-Hill. 

Martins, J. R. (2006). Branding : Um 
manual para você criar, gerenciar e avaliar 
marcas. Global Brands. 

Nicholson, M., Clarke, I., & Blakemore, M. 
(2002). One brand, three ways to shop': 
situational variables and multichannel 
consumer behaviour. Int. Rev. of Retail, 
Distribution and Consumer Research , 12 
(2), 131–148. 

Porter, M. E. (1985). Competitive 
advantage: creating and sustaining superior 
performance. Nova. 

Rosa, M. J. (2012). 
www.forumconsumo.com. Retrieved 05 22, 
2013, from 
http://www.forumconsumo.com/Artigos/Estu
dos/Portugaleosportuguesesatravésdosnú
meros.aspx 

Rousseau, J. A. (2008). Manual de 
Distribuição (2 ed.). Estoril: Princípia 
Editora. 

Rousseau, J. A. (2002). O Que é a 
Distribuição (1 ed.). Cascais: Principia, 
Publicaçoes Universitária e Cientificas. 

Sides, R., & Quinn, T. F. (2012). A Race to 
the Bottom How to survive in the new retail 
environment . Deloitte. 

Tauber, E. (1972). Why do people shop? 
Journal of Marketing , 36, 46-49. 

Yang, T. K. (2008). Social networking as a 
new trend in e-marketing. Retrieved from 
http://sce.uhcl.edu/yang/research/EM2I'07fi
nal.pdf  


