AEC 320

H.E. Butt Grocery Company

In-class discussion: Tuesday, September 14
A memo with a thorough analysis should be turned in at the beginning of class on Tuesday, September 14.  This memo should synthesize your analysis into a brief 2 pages of 1.5 spaced, 12 pt. font text, typewritten summary.  This memo will be worth 35 points.

Provide a separate answer to each question. Please be concise and to the point. Do not repeat facts or arguments relevant to more than one answer; instead refer the reader to the prior section in which they appear. You may write up your answers in "bullet" format.

The memo should address the following:

1. What is the basic problem facing HEB?  

2. Why has this problem come about?

3. What are some specific strategies and actions you would recommend as they try to address the basic problem (as you understand it)?

4. Describe HEB's competitive strategy in its industry. What are their "critical success factors," i.e., the 3-4 areas in which they must perform well to carry out their strategy successfully?  

5. As of the writing of this case, how is Information Technology (IT) used to support the HEB's competitive strategy? Have these IT applications paid off? Identify all relevant systems mentioned in the case, but be brief and to the point. 

6. What are the main benefits from electronic integration between HEB warehouses and manufacturers such as P&G? Are scanner data crucial for the operation of such a system? 

7. What are the 1-2 most critical technology challenges faced by HEB management in the near future? What advice would you give them?

H. E. Butt Responds To E-Groceries

The increasing popularity of online grocery retailers may force a retooling of the

traditional brick and mortar concept, according to Supermarket News (Feb. 28). As online

grocery sites increasingly provide a viable option for ordering non-perishables, chains

operating smaller stores can become more focused on perishables. In fact, H. E. Butt

Grocery is already looking to stimulate revenues and margins by stocking more

perishables at the expense of center store aisles, as well as shrinking the size of its stores.

H.E. Butt will also launch an e-commerce site shortly to prevent its customers from going

to a third party for online ordering.

• Albertson’s Inc., Boise, ID, and H.E.Butt Grocery Co., San Antonio, have struck

agreements with Data Transmission Network Corp. to use the company’s TradeLink

system for procurement of produce. TradeLink facilitates electronic transactions through

a number of portals, including proprietary electronic data interchange programs, Web

sites or satellites.

Excerpted from The Food Institute Report, Apr. 12, 1999 edition

For additional information call 201-791-5570, fax 201-791-5222 or e-mail: food1@foodinstitute.com
H.E. Butt: A Success Story

One of the most successful retailers in terms of category management, H.E. Butt Grocery Co., has been able to save $12 million by fine-tuning its product assortment and reducing in-store inventories as well as trimming unnecessary SKUs.

The retailer found that about 80% of cost is incurred in the store, 15% in the warehouse and 5%

during transit, according to Food Logistics (March). SKUs with low turnover absorb a large portion of overhead costs and labor costs.

• The H.E. Butt Grocery Co., San Antonio, TX, has indefinitely postponed its plans to launch a home shopping program, citing soft demand for online grocery shopping. The launch was slated to service the Austin market and coincide with the re-introduction of the company's website in the beginning of March, which itself has been pushed back for about a month, reports ideabeat.com.

