Chapter 2

 Economic Systems and the American Economy

Female Speaker: I like to shop for food at Target. I am going to Costco this afternoon, but I also go to Sam’s. 

Female Reporter: A recent CBS News poll showed six in ten Americans bought their groceries at a low-price mega store such as Target, Costco, or Wal-Mart in just the last month.

Male Greeter: Good morning, young lady. Welcome to Wal-Mart.

Female Reporter: Consider that $0.15 of every grocery dollar is now being spent at Wal-Mart. It’s a growing trend that is threatening the very shelf life of the traditional grocery store. Over the last two decades an estimated 10,000 of them have shut their doors. Winn-Dixie is in bankruptcy; Albertsons is on the auction block. Northwestern University business professor Robert Blattberg says, “Today’s customers aren’t satisfied with just the convenience of one-stop shopping. They demand super savings or super service, which puts the supermarket in a squeeze.” 

Robert Blattberg: I’m either going to save money or I’m going to enjoy the shopping trip. If I’m not saving money and I’m not enjoying it, it has, it’s at risk.

Female Reporter: And that’s the regular generic grocery store?
Robert Blattberg: And that’s the traditional grocery store, and so they’re trying to reinvent themselves and make them exciting. 

Female Reporter: But they have a lot of catching up to do. That excitement he’s talking about is being generated largely by upscale upstarts like Whole Foods, which at the rate it’s growing, could be coming soon to a neighborhood near you. Now, for beginners like me, places like these can feel an awful lot like an alien planet, where half the mystery comes from just trying to figure out what some of this stuff is.

John Mackey: Whole Foods would like try to reeducate people that there’s a whole art and culture around preparing food, enjoying food...

Announcer: And shopping for food.

John Mackey: Taking some time to enjoy what arguably is the greatest pleasure in life. 

Announcer: John Mackey is the Whole Foods founder. A quick guided tour through his store is a testament to the old bromide “You get what you pay for.” The selection is astonishing, but then again so are some of the prices.

Female Reporter: You have jewelry? 

Female Speaker: Yes, we have some great jewelry by some great local artists.

Female Reporter: And clothing?

Female Speaker: Yes. A refrigerated alley of beer, where we have over 400 kinds of beer. We have up to 150 different kinds of sea foods.

Female Shopper: I would like a bowl of the beef stew to-go.

Female Reporter: We caught up with Whole Food’s shopper Jan Coburn as she grabbed a quick lunch. 

Female Reporter: Do you buy all your groceries here? Or just come in...

Jan Coburn: No, just specialty items here.

Female Reporter: Why don’t you buy everything here?

Jan Coburn: Well, the price is higher here.

Female Reporter: So, you don’t mind paying a little more for certain items?

Jan Coburn: No, I don’t.

Female Reporter: In an effort to win back customers like Coburn, the surviving grocery store chains are taking cues from their high and low-end competitors. For the cost-conscious crowd, Kroger has 142 stores called Food 4 Less. The no-frills chain has stocked specifically to go head to head with the so-called big-box discounters. But, Kroger executive Bruce Lucia says, “The cost cutting doesn’t stop there.”

Bruce Lucia: Four years ago our customers told us our prices were too high, and I’ll tell you this, it was, little bit of a gut check, because you don’t want to believe that, but they were too high.

Female Reporter: So, Kroger cut costs on staples such as milk, bread and paper products at all of its 3600 stores. 

Bruce Lucia: You take away price as the equation, then we seem to look a whole lot better because of all the other things that we offer, the shopping experience, the friendly employees, the clean store, and the ability to get in and get out.

Female Reporter: And to woo the quality-minded crowd, Kroger is rolling out high-end store designs, big on organic produce, fine wine and cheese, even in-store chefs.

Female Reporter: Would you have tried cooking this yourself if he hadn’t shown you how to do it?

Male Shopper: I’ve never cooked with one before; I’ve never tried it before.

Female Reporter: In the end, there are a couple of things on which these die-hard competitors seem to agree. In a country where so many people are looking for such different things, the mass in mass marketing is probably a thing of the past. And who wins from all that competition?

Robert Blattberg: It’s good for the consumer. They’re getting better prices because of Wal-Mart, they’re getting better offerings because of people like Whole Foods, and so the marketplace is working in that sense. 
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