Malaysia’-s)\-
grocery
sector

Notes

Specialty store includes
butchers and those offering
fruits, seafood and frozen
products

Source: Census of Wholesale
& Retail Trade 2019/ Retail
Group Malaysio

Department stores cum supermarkets

(excluding sales from department stores)

Supermarkets and hypermarkets

Provision shops and mini-markets
Convenience stores

Specialty* food stores
Stalls and markets selling food
Total

No. of
outlets

325
2,457
67,015
3,480
46,044
4,530
123,851

Sales
value (%)

5.8
41.2
30.8

2.6
193

03

100

Here to stay: Despite the growing popularity of online shopping, physical grocery stores will continue to remain relevant. > See Page 5
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Dissecting online and
offline grocery sales

People prefer to shop at supermarkets and hypermarkets

RETAIL

By THEAN LEE CHENG
starbiz@thestar.com.my

PETALING JAYA: Limited variety, frequent
out-of-stock situation, troublesome site navi-
gation, and slow and late delivery are ham-
pering online grocery sales.

Retail Group Malaysia managing director
Tan Hai Hsin said those who are used to visit-
ing open-air and wet markets are not switch-
ing to online purchases despite the Covid-19
pandemic. -

“They go to supermarkets and hypermar-
kets instead. So open-air and wet markets,
morning and night markets and temporary
food stalls are here to stay.

“They will not be replaced by online gro-
cery and ready-food deliveries. Once they are
allowed to open and the virus spread is con-
tained, their regular customers will return,”
he said.

Tan was debunking two fallacies in the

grocery sub-sector of the broader retail indus-

.

First, it is a myth that grocers were doing
“roaring business” just because they were
allowed to remain open throughout the
restrictive moment period.

“Many grocery operators recorded nega-
tive growth rates compared with 2019,” he
said.

Second, it is an even bigger misconception

that online grocery will be the fastest growing
sub-sector in the broad retail online spec-
trum.
Fashion and fashion-related products such
as shoes, accessories and bags; and electrical
goods such as handphones and computers
will have more sales than online groceries,
although he does not have the figures, he
said.

When economic activities drop, people will
buy less, opt for lower priced items and go out
less. That is on the demand side.

When there are less food traders, limited
trading hours, this reduces supply, Tan said.

The distribution of grocery stores in
Malaysia is wide and covers provision and
mini-markets. Online buying, however, is
limited to urban cities.

“Despite the Covid-19 pandemic, most

Malaysian customers still prefer to visit gro-

“The company targets

to grow its delivery
business to between

5% and 10% of sales.”

Geoff King

cery stores instead of shopping online,” he
said. ;

He noted that KK Mart and Speedmart are
still opening physical stores every week
despite the growth of online grocery delivery.

Family Mart, 7-Eleven and Mynews are also
still opening more stores despite the pandem-
ic, and CU convenience store from South
Korea will be opening new stores in Malaysia.

The future of grocers in Malaysia is the
integration of both the physical and online
shopping platform, Tan said.

“In order to be sustainable, major grocers
with physical stores in Malaysia need to
invest more in online shopping platforms
that are user-friendly with efficient delivery
services.

“On the other hand, enline grocers need to
set up physical stores to serve their custom-
ers better,” he said.

Tan’s overview of the grocery scene fol-
lows Village Grocer’s comments that the
supermarket saw online sales moving from
thousands of ringgit initially in April 2020 to
about half a million ringgit per month by
December 2020. ;

“Sales grew every month,” chief executive
officer Geoff King of The Food Purveyor, for-
merly Village Grocer Holdings Sdn Bhd, said.

Online deliveries make up at least 1% for
the group’s overall sales today; but in some
stores, online deliveries make up 5% of store
sales.

The company targets to grow its delivery
business to between 5% and 10% of sales.

The last published annual sales for the
group was about RM1bil, King said.

He said the pandemic compressed the
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group’s digital learning curve from three to
less than a year.

It launched its online service in April 2020
instead of November 2020 as initially planned.

On why buying online was not so well-uti-
lised compared to other e-commerce catego-
ries before the pandemic, King said, the issues
were multi-faceted, involving temperate con-
trol, packaging and late deliveries among
other issues.

The question is, going forward, will online
sales be the lifestyle, Covid-19 or not, King
asked.

There about 20 Village Grocer stores in the
Klang Valley and Johor. :

There are plans to expand into Penang
later.

The Food Purveyor also owns six Ben's
Independent Grocers (B.I.G) three Pasaraya
OTK, and one BSC Fine Foods.

The Food Purveyor is jointly owned by pri-
vate equity Navis Capital Partners and the
family of entrepreneur Ong Kim Too.

Tesco Stores (Malaysia) Sdn Bhd said its
network of 62 physical stores remain its
bread and butter, although online sales have
contributed considerably to its overall sales.

“We did see a spike in orders during the
first movement control order (MCO) in March
to June last year.

“This then leveled to its original standing
pre-MCO 1.0,” the statement said.

It did not see any considerable spike in
online deliveries with MCO 2.0.

With 100 delivery trucks, Tesco said it
remained the market leader even before
Covid-19.

Tesco Online was launched in 2013.





