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FUTURE OUTLOOK
In response to the national economic climate and cautious consumers, the Nashville, TN area’s grocery players are
making strategic moves that will be crucial to how well they gain and maintain market share. Like most other
markets, the Nashville market is facing an influx of new grocery competition from discounters and alternative
formats tightening the squeeze on traditional supermarkets that currently dominate. In addition to the big box
competitors like Walmart, Nashville also has the smaller, limited assortment players such as Aldi and Houchen’s
Save-A-Lot, whose deep discount prices are nibbling away at market share. There have been casualties along the
way, including Bruno’s, which liquidated its assets in 2009. The competitive nature of alternative formats like mass
merchandisers and convenience stores should not be overlooked; as these retailers increase and improve their
fresh food offerings, they will attract consumers looking for a faster, more convenient way of shopping.
Kroger continues to secure its top spot in Nashville with 45 stores and a 39% market share. Nevertheless, second
and third seed rivals Walmart and Publix are attacking from the bottom and top-end, respectively, and consistently
adding to their combined market share, cementing a trend that began when Publix entered Middle Tennessee in
2002. Publix continues to take market share away from weaker chains and smaller independents with a growing
presence in Nashville of 28 stores and 16.3% of the market. Publix is focusing a significant amount of its expansion
in new markets as well. Last year the Company opened its first store in Knoxville, TN, a market dominated by
Walmart, BI-LO, Kroger and K-VA-T. Walmart may be able to chip away at Kroger’s advantage because the
Company has tailored its discount offerings to its core consumer as well. The economic climate has forced retailers
to search for new ways to get consumers in the door. Kroger, with its focus on low prices and value, has succeeded
at this better in other markets than it has in Nashville.
Kroger, however, should fortify and grow its leading position in the Nashville market when the anticipated $2.50
billion acquisition of Harris Teeter is complete. As a result of the deal, Kroger will add five stores to the 45 it
already operates. Kroger's acquisition of Harris Teeter is the second biggest deal in the U.S. grocery industry this
year, and the second-largest acquisition ever for Kroger after its $13.89 billion purchase of Fred Meyer Inc. in 1999.
More consolidation may be in store for the grocery industry as it faces pressure from a deluge of retailers ranging
from dollar stores and Walmart to upscale grocers Publix and Whole Foods. In this environment where even high
end grocers like Publix and Whole Foods are focused on price investments, building scale is a key competitive
advantage.
Many independent retailers won’t give up market share without a fight. President of S&C Foods in Nashville, which
owns 7 of the HG Hill stores in the market has said, “We’ve got the name recognition. It’s up to us to keep that
market share.” The HG Hill brand has been in the Nashville market for over 100 years. HG Hill stores tend to be
smaller at around 30,000 square feet and they cater to individual neighborhoods. With Harris Teeter soon to be
merged with Kroger, other less relevant players in the market, such as Delhaize with just nine stores and a 2.2%
market share may also soon be exiting
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The following chart shows the grocery retailers — including supermarkets as well as certain mass merchandisers
with significant grocery sales (as defined by Nielsen) — that operate within the Nashville, TN market, the number of
stores that each operates, and the market share held as of July 2013:
FOOD RETAILERS
Retailer

Number of

Market

Stores

Share %

45
24
28
5
9
14
7
15
68
215

39.0%
25.8%
16.3%
2.5%
2.2%
1.7%
1.5%
1.3%
9.8%
100.0%

Kroger - Foods Co.
Walmart
Publix
Harris Teeter
Delhaize America
Houchens Industries
S&C Foods
Aldi
Other
Total

The following shows the top five operators in the Nashville metro area, with store count and market share
percentage:

Nashville, TN
Walmart (24),
25.8%
Publix (28),
16.3%

Kroger (45),
39.0%

Harris Teeter
(5),
2.5%
Other (104), Delhaize
America (9),
14.3%
2.2%
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The charts below show the market share percentage and store count for top Nashville food retailers as of July
2013.
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SUPERMARKET ACTIVITY
Kroger is the top grocery retailer in Nashville, operating 45 stores with a 39% marketshare. In June, the Company
announced it will be re-establishing a division headquartered in Nashville, a move that would quadruple its
administrative workforce in Middle Tennessee. The Cincinnati-based grocer will split its mid-South division into
Nashville and Louisville, KY, divisions, reversing its decision to combine them more than a decade ago. Kroger
appointed Rick Going as president of the Company’s new Nashville division, which will cover 63 stores in the
Nashville area and 28 stores in the Knoxville, TN and Huntsville, AL markets. In July, Kroger announced its
acquisition of Harris Teeter supermarkets for approximately $2.55 billion. Kroger said it did not anticipate closing
any stores, but noted that the two companies have some “minor overlap” in a handful of markets, including
Nashville.
Walmart holds the second spot in Nashville with 24 stores and a 25.8% share. The Company is known for its
Supercenters, however, with more than 4,000 stores operating nationwide, the Company can no longer rely solely
on its large format stores. With that in mind, the Company has been opening smaller stores in more denselypopulated areas where its Supercenters would not fit, particularly in urban markets. According to management, the
Company’s smaller-format stores have competed well against dollar stores, supermarkets and pharmacies, and
they are expected to “play an integral role in the Company’s future.” The Company aims to have at least 500
Neighborhood Markets by 2016. Walmart currently has 6 smaller format stores in Tennessee, including two
Neighborhood Markets in Nashville.
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In third position, Publix has 28 stores and a 16.3% share in Nashville. The Company has been expanding
throughout Tennessee and has added more than 30 stores in the state over the past decade. However, activists
have recently been picketing Publix stores urging the Company to join a Fair Food Program that supports higher
salaries for farm workers. According to reports, other companies, including Whole Foods, Taco Bell, Aramark,
Sodexo, Trader Joe’s and McDonalds have signed on for the program, but Publix’s stance is that it does not get
involved in labor disputes.
Harris Teeter operates 5 grocery stores within the Nashville market, with a total of a 2.5% market share. Kroger
Co. and Harris Teeter Supermarkets, Inc. announced a definitive merger agreement in July under which Kroger will
purchase all outstanding shares of Harris Teeter for approximately $2.55 billion. Harris Teeter operates 212 stores
in southeastern and mid-Atlantic markets and in Washington, D.C. The stores are located primarily in high-growth
markets, vacation destinations and university communities in North Carolina, Virginia, South Carolina, Maryland,
Tennessee, Delaware, Florida, Georgia and the District of Columbia. Following closing, Harris Teeter will continue
to operate its stores as a subsidiary of The Kroger Co. There are no plans to close stores, although FTC approval is
still pending and could force some closures or divestments in overlapping territories including Nashville, TN.

GROCERY WHOLESALERS
The top three retailers in the Nashville metro area; Kroger, Walmart and Publix, are all self-distributors. Associated
Wholesale Grocers, supplies 7 HG Hill Food stores, 6 Piggly Wiggly (C&S) stores, 3 Price Less Foods, 1
Osborne’s Bi-Rite location and 1 IGA store, with just under 3.9% of the share. Mitchell Grocery Corporation
retains 2.2% of market share, supplying 3 Bill Martins Cee Bee stores, 4 Chappell Cee Bee Markets, 1 Food Giant
location and 4 Piggly Wiggly (C&S) stores. Delhaize America self-distributes to its 9 Food Lion locations as well.

CROSS-CHANNEL COMPETITION
In addition to the above, companies in other retail sectors are emerging as competitors for Nashville’s grocery
dollars. With regards to mass merchandisers in the metro area that do not have significant grocery sales, Target’s
PFresh stores rank at the top with 10 stores and a 37% share of the sector. Approximately 10,000 square feet of
store space is dedicated to grocery items in a typical 100,000+ square-foot PFresh location. The Company plans to
open 15 to 20 new stores in the U.S. in 2013, including three smaller-format stores under the CityTarget banner.
Dollar General comes in second with its 122 discount stores that hold 28% of the share and Sears follows with 10
Kmart stores and a 10.7% share.
Mass Merchandisers – July 2013
Nashville,TN
Retailer

Number of
Stores

Market
Share %

Target
Dollar General

10
122

37.0%
28.0%

Sears - Kmart
Military
Family Dollar
Other
Total

10
1
12
75
230

10.7%
6.1%
4.3%
13.9%
100.0%
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BACKGROUND INFORMATION
The Nashville metropolitan statistical area (MSA), home to nearly 1.6 million people, is the capital of the State of
Tennessee. Nashville is the second largest city in Tennessee, after Memphis, and the fourth largest city in the
Southeastern United States. It is located on the Cumberland River in the north-central part of the state. It is most
notably known as a center of the music industry, earning it the nickname "Music City."
Although Nashville is renowned as a music recording center and tourist destination, its largest industry is actually
health care. Nashville is home to more than 300 health care companies, including HCA Holdings, Inc., one of the
largest operators of hospitals in the U.S. As of 2012, it is estimated that the health care industry contributes $30.00
billion per year and 200,000 jobs to the Nashville-area economy. The automotive industry is also becoming
increasingly important for the entire Middle Tennessee region. Nissan North America moved its corporate
headquarters in 2006 from Gardena, CA to Franklin, southwest of Nashville. Nissan also has its largest North
American manufacturing plant in Smyrna, TN. Largely as a result of the increased development of Nissan and other
Japanese economic interests in the region, Japan moved its New Orleans consulate-general to Nashville's Palmer
Plaza. Fortune 500 companies within Nashville include Dell, HCS and Dollar General.
Unemployment rates in Nashville continue to trend significantly lower than the national rates so far in 2013. In May,
the national unemployment rate sat at 7.6% while Nashville’s was 6.7%. In addition, the housing market in
Nashville has seen two years in a row of improvement in home sales. Home sales in the Nashville area were up
22.4% in July compared to a year ago, evidence of sustainable growth in the real estate market. In June, the
number of properties that received a foreclosure filing in Nashville was 8% higher than the previous month, but 25%
lower than the same time last year.
As of the 2010 Census, the Nashville MSA ethnicity was roughly 60.5% Caucasian, 28.4% African American and
3.1% Asian, with the rest coming from other or combined races. Hispanics represent 10% of the metro area
population. Because of its relatively low cost of living and large job market, Nashville has become a popular city for
immigrants. Nashville's foreign-born population more than tripled in size between 1990 and 2000, increasing from
12,662 to 39,596, or currently roughly 2.5% of the population.
The following chart lists the counties included in the Nashville metro market:
County Definition
Canon
Hickman
Rutherford

Cheatham Davidson
Macon

Maury

Smith

Sumner

Williamson

Dickson
Robertson
Trousdale

Wilson

An archive of past HMRs is available at www.fdreports.com
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