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Abstract: This study analyzed the effects of the proliferation of Chain Grocery Stores on the 
performance of the Fast-Moving Consumer Goods Exclusive Distributors in terms of Order Fill Rate, 
Delivery Timeliness, and Sales Level. The researchers used a 4-point Likert scale and encouraged the 
respondents to share their experiences to expound their answers. Survey results show that suppliers 
prioritize big Chain Grocery Stores than the FMCG Exclusive Distributors as the Chain Grocery 
Stores impose penalties for incomplete and delayed deliveries. On the proliferation of chain stores, 
Chain Grocery Stores comprise a total of 80% in Manila City and are in densely populated areas. The 
researchers recommend that FMCG Exclusive Distributors invest in a modern state-of-art system that 
links the stand-alone grocery stores› purchase order to the FMCG Exclusive Distributors’ warehouse 
and purchasing team. As for Delivery Timeliness, the FMCG Exclusive Distributors should 
perform time and motion studies with their respective principals for a realistic delivery schedule. 
Manufacturers and country importers should consider an on-call third party logistics in cases of truck 
and personnel shortage. Lastly, assign a business development team to explore untapped areas of 
Manila City.
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Introduction
The supply chain management approach has 
often been implemented by companies to 
gain a competitive advantage, but it increases 
the susceptibility to certain risks of these 
supply chains (Rangel, de Oliveria & Leite, 
2014). Focusing on the grocery sector of the 
FMCG industry, the number of modern food 
retailers has considerably increased. There is 
some evidence of the displacement of small 
traditional vendors, and only a few independent 
supermarket suppliers flourished, despite the 
efforts of government and non-governmental 
organizations to help them enter modern food 
retailers (Digal, 2015). Moreover, the retail trade 
sector in the Philippines is growing faster than 
the overall economy. From 2000 to 2011, it grew 
by more than 7% compared to GDP’s average 
increase of 5%. Sales of leading retail chains 
grew by 17% during the period covered, which 
is a little higher compared to other second-wave 

countries like Thailand and Malaysia except 
Indonesia. From 2006 to 2010, grocery sales 
grew by 70% while food products increased by 
87%. Sales of fruits and vegetables increased 
faster than the average during this period. 
However, in earlier years from 2000 to 2005, 
the growth of fruits and food products category 
was only 20% compared to 34% growth of 
food products. The high growth rate of 70% 
in grocery sales and food products particularly 
from 2005 to 2010 was pulled up by the very 
high growth posted by Puregold where grocery 
and sales increased by more than 225% per year 
during this period. Taking out this outlier, the 
average growth of the top three retailers, SM, 
Robinsons and Rustans, during this period, 
was more than 30% with SM leading at 57% 
followed by Robinsons (Digal, 2015).

Looking at the supply chain of the FMCG 
industry, there are many channels from the 
manufacturers down to the end consumer. The 
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Very little attention has been made 
regarding the FMCG Exclusive Distributors 
in the Philippines. There are limited studies 
on the relationship and effects of the 
proliferation of the chain stores vis-à-vis the 
FMCG Exclusive Distributors.

Literature Review
“Supply chains became increasingly susceptible 
to disruptions in material supplies. This is in part 
due to a highly volatile business environment 
and cost reduction efforts” (Johnson & Nagarur, 
2012, p. 3414). Distribution strategy is “one of 
the keys to determining product success in the 
market competition of Fast-Moving Consumer 
Goods (FMCG)” (Trihatmoko, Mulyani & 
Lukviarman, 2018, p. 19). The distribution 
of FMCG products is made by distribution 
companies (distributors) which forward them 
to traditional and modern markets then to 
wholesalers, semi-wholesalers, and retailers 
(Trihatmoko & Mulyani, 2018). 

Direct and Indirect Distribution Channel
Distribution is the method of making a product or 
service available to a customer or company user 
for use or sale, by direct means, or by indirect 
means through intermediaries (Nyaga, 2014). A 
distribution system is said to be direct when the 
products go straight from the manufacturers to 
the end consumers with no middlemen involved. 
(Tetteh & Xu, 2014). According to Chung, 
Chatterjee and Sengupta (2012), channel 
intermediaries are a key marketing asset that 
enables manufacturers to reach out to end-users 
or customers and serve them. 

FMCG and its Distribution
According to Sarkar (2013), the FMCG market 
consists of non-lasting consumer products that 
generally include personal care, home care, food, 
and beverages. “Modern marketing practices 
across the globe talk about the efficiency of 
distribution management. The objective of 
timely placement of the right product to the 
right customer group brings challenges for 

grocery sector of the Philippines is growing. 
This is evident with the creeping presence of 
grocery stores mostly in densely populated 
areas. “Modern food retail markets have 
become essential, especially to those living in 
urban areas, as customers demand convenience 
and flexibility. Modern markets are expanding 
in both urban and rural areas, and close to 
residential and commercial communities” 
(Rubio, 2019, p. 3). 

There are two types of grocery stores, 
namely, the Stand-Alone Grocery Stores and 
the Chain Grocery Stores. Normally, the Stand-
Alone Grocery Stores are being served by the 
exclusive area distributors, while the Chain 
Grocery Stores purchase directly from the 
manufacturers through a central purchasing 
department of the mother company. This is 
the issue. Will distributors survive if there 
is a growing trend of chain grocery stores? 
Distributors only sell to stand alone grocery 
stores. Thus, this study seeks to know the 
effects of the proliferation of the Chain Grocery 
Stores on the FMCG Exclusive Distributors’ 
performance in the City of Manila, namely: 
Order Fill Rate, Delivery Timeliness, and Sales 
Level. 

Therefore, this research is significant to 
the policy makers as it can aid them in crafting 
legislation protecting the micro, small, and 
medium enterprises especially now that the 
economy has been hurt caused by the several or 
lingering lock downs brought by the Covid-19 
Pandemic. Moreover, this study is helpful for 
those who wish to enter FMCG distribution 
and grocery businesses, and likewise useful for 
FMCG manufacturers and country importers 
who plan to improve their Supply Chain system. 

According to Andrada, Prudenciano and 
Reyes (2020), a grocery store is a retail store 
that primarily sells food items and is between 
300sq.m. and 1,400sq.m. in size. Due to the 
change in record-keeping system, this research 
is limited to the year 2020 data of registered 
grocery stores in the City of Manila. As for 
the FMCG distributors, only the exclusive 
distributors of known companies are included in 
this study.
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the attainment of efficiency in the system of 
distribution” (Mandal, Bandyopadhyay & Roy, 
2011, p. 26). Further, according to the study of 
Sarkar (2013), “retailer is more satisfied with 
mechanized delivery mechanisms owing to the 
timeliness of deliveries. The in-depth interviews 
by the researcher also lead to the belief that 
retailers work on low investments in stocks and 
value the timeliness of deliveries” (Sarkar, 2013, 
p. 33). Sales value is also a factor that affects 
the degree of mechanization. This is highly 
anticipated as mechanized vehicles are generally 
higher in size- the only exception is the two-
wheeler mechanized which has less capacity 
than three-wheelers mechanized (Sarkar, 2013).

“The ultimate objective of every business is 
to increase the sales of goods that it deals in” 
(Patra, 2016, p. 74). Patra (2016) concluded 
that the “developments of distribution networks 
give strong support to the retailers and some 
basic ingredient of distribution give an instant 
stimulation of sales effectiveness and also 
highlight some important components of 
distribution and promotion have significant 
impacts on sales” (Patra, 2016, p. 74). 

Improving Supply Chain Performance
Increasing competition and globalisation rates 
in the world economy have a major impact on 
seeking to improve the efficiency of supply 
chains. Companies are paying millions of 
dollars to improve their performance in the 
supply chain using process reengineering, new 
systems, training staff (Sayed, 2013). A good 
delivery network is one of the main factors for 
an FMCG company to do well. If a given FMCG 
company’s distribution network is well oiled, 
then that particular FMCG company would 
undoubtedly find it much easier to go on the 
market (Nyaga, 2014).

Grocery Sector
As reported, in India the “fast-moving 
consumer goods (FMCG) distributors 
are feeling the pinch of the consumption 
slowdown…The association claims that 

FMCG companies are offering better margins 
and incentives to modern trade… The margin 
differential is in the range of 15-20 percent in 
many cases” (Sheth, 2019). 

Independent grocery stores play an 
important role in the local communities, helping 
ensure food access for residents in areas that 
are not served by Chain Grocery Stores. These 
include low-income areas and rural cities. They 
also provide employment opportunities and 
generate tax revenue for these areas (Chung & 
Myers, 1999; Block & Kouba, 2006; Powell et 
al., 2007 as cited in Andrada, Prudenciano & 
Reyes, 2020). 

Research Methods 
The researchers used mixed methods of data 
gathering. The quantitative approach used a 
4-point Likert scale to measure the FMCG 
Exclusive Distributors’ performance to ascertain 
the respondents’ answer whether it is leaning 
towards agreement or disagreement to each 
statement, avoiding the possibility of a neutral 
survey result. This way, assessment and analysis 
will be more precise.

The respondents were also encouraged to 
share their insights, practices, and experiences to 
help expound their answers. Data gathering was 
conducted via phone in interview as that was the 
height of the Covid-19 pandemic wherein strict 
community quarantine was implemented by the 
national government.

To measure the proliferation of Chain 
Grocery Stores versus Stand-Alone Grocery 
Stores in the City of Manila, ratio type of 
quantitative analysis was used. The data was 
requested from the City of Manila Government 
– Permits Bureau.

There were only 51 FMCG Exclusive 
Distributors in the City of Manila. Exclusive 
Distributors are the intermediaries that 
exclusively distribute and sell manufactured or 
imported goods of a specific FMCG company. 
Examples of companies that grant exclusive 
distributorship are Unilever, Procter & Gamble, 
Nestle, and Universal Robina Corporation.
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Using Slovin formula with 5% margin 
of error, the computed sample size is 45 
respondents.

Moreover, since the questionnaire is self-
made, it must be tested using the Cronbach 
Alpha to ensure reliability of the instrument. 
This was further validated by a statistician. 
Results show that Order Fill Rate and Delivery 
Timeliness have excellent remarks, while the 

The table shows that respondents strongly 
agree when assessing the goods delivered versus 
the goods ordered. This is crucial as goods 
ordered signify what is usually purchased by the 
end consumers. 

As for the other aspects of Order Fill Rate, 
results show that respondents agreed to the 
statements. Generally, the quantity of goods 
ordered, and the number of goods delivered 
are nearly accurate. A respondent shared that 
human error (e.g., error in encoding) affects the 
accuracy of volume or kind of goods delivered. 
When there is a supply shortage, there is a 
tendency that manufacturers and country 
importers prioritize the big Chain Grocery 
Stores as they impose penalties for incomplete 
goods delivered to make up for their opportunity 
losses. The company size and volume ordered 
by the big Chain Grocery Stores give them the 
leverage to demand what they want.

Study also shows that the manufacturers 
and country importers assign an area manager 
to work closely with the exclusive distributors. 
Thus, communications are always efficient 
and fast. Lastly, the manufacturers and country 
importers provide displayers to the Exclusive 
Distributors’ clients (grocery stores) to ensure 
their items are always available on the shelves of 
the grocery stores. 

The weighted mean of 3.03 for Order 
Fill Rate means that despite some setbacks 
experienced by the exclusive distributors, the 
manufacturers and country importers are still 
considered fairly efficient in serving the right 
kind and quantity of goods to the exclusive 
distributors. The standard deviation of .39 means 
the answers of the respondents are homogeneous 
as it is below 1.0.

Sales Level indicated an acceptable result. This 
proved that the questionnaire is valid and ready 
for the actual data gathering.

Mean was used to describe each indicator 
and determine the average responses. On the 
other hand, Standard Deviation was used to 
determine if responses are close to one another 
or consistent.

Results and Discussion 
Order Fill Rate

Table 1: Performance of FMCG exclusive distributors on order fill rate

Indicators Mean SD Interpretation
1. Quantity of goods ordered per item is the same as the number of 

goods delivered.
3.04 .67 Agree

2. Goods delivered per SKU are always accurate as ordered. 3.37 .65 Strongly Agree
3.  In cases when there is a supply shortage, the suppliers allocate more 

stocks to the Chain Grocery Stores than the Exclusive Distributors.
2.53 .89 Agree

4.  When there are concerns about the items ordered, the suppliers 
always inform the distributors ahead of time.

3.22 .60 Agree

5.  The supplier provides assistance to ensure goods are displayed in the 
grocery stores.

2.98 .78 Agree

Weighted Mean 3.03 .39 Agree

Legend: Strongly Agree 3.25-4; Agree 2.50-3.24; Disagree 1.75-2.49; Strongly Disagree 1.0-1.74
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Delivery Timeliness

Table 2: Performance of FMCG exclusive distributors on delivery timeliness

Indicators Mean SD Interpretation

1.  The suppliers (manufacturers and country importers) deliver on time 
as scheduled.

3.02 .75 Agree

2.  In cases of delivery disruption, it is caused by poor logistics planning. 2.58 .69 Agree
3.  Delivery delays are experienced when there are shortages of trucks 

and/or personnel.
3.02 .66 Agree

4.    When delivery set-backs are experienced, the suppliers always 
prioritize Chain Grocery Stores in the delivery schedule.

2.67 .90 Agree

5.    Unpredictable traffic situation affects delivery timeliness. 3.16 .77 Agree

Weighted Mean 2.89 .40 Agree

Legend: Strongly Agree 3.25-4; Agree 2.50-3.24; Disagree 1.75-2.49; Strongly Disagree 1.0-1.74

Most respondents said that delivery is done 
weekly because the goods have high inventory 
turnover. However, delivery disruption also 
happens. As shared among respondents, 
sometimes their delivery vans were caught in 
a slow traffic situation, and the delivery truck 
driver and the laborers resigned in very short 
notice. The results show a weighted mean of 

2.89 or a general response of agreeing to the 
statements on Delivery Timeliness. This means 
while there were delays and setbacks, the FMCG 
Exclusive Distributors find the system generally 
acceptable. The standard deviation of .40 means 
the answers of the respondents are homogeneous 
as it is below 1.0.

Sales Level
Table 3: Performance of FMCG exclusive distributors on sales level

Indicators Mean SD Interpretation
1. Sales targets are achieved despite the presence of the Chain Grocery 
Stores.

3.00 .77 Agree

2. FMCG Exclusive Distributors develop new markets that are not yet 
discovered by Chain Grocery Stores.

3.24 .57 Agree

3. An increase in demand or population helps FMCG Exclusive 
Distributors achieve sales targets.

3.22 .52 Agree

4. The suppliers (manufacturers and country importers) sell directly to 
key Chain Grocery Stores.

2.97 .89 Agree

5. FMCG Exclusive Distributors will survive despite the presence of 
the Chain Grocery Stores.

3.42 .54 Strongly Agree

6. The fast growth of Chain Grocery Stores eats up market share from 
the distributors.

2.80 .77 Agree

Weighted Mean 3.11 .34 Agree

Legend: Strongly Agree 3.25-4; Agree 2.50-3.24; Disagree 1.75-2.49; Strongly Disagree 1.0-1.74

The respondents strongly agreed that the 
exclusive distributors will survive despite the 

fast-growing presence of the Chain Grocery 
Stores. Two respondents shared that effective 
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2020, the major manufacturers have decided 
to only focus on serving directly the big three 
chain stores, namely, SM, Puregold, and 
Robinsons. The smaller Chain Grocery Stores 
were transferred to the Exclusive Distributors. 
Further, the Exclusive Distributors aggressively 
open new accounts - be it a stand-alone grocery 
store, market stall, or through ex-truck to 
penetrate side streets to sell directly to the sari-
sari stores. Moreover, since Chain Grocery 
Stores usually maintain a modern look (well-lit 
and air-conditioned), their high operating costs 
push them to offer higher prices compared with 
the stand-alone stores. Most FMCG consumers 
belong to class D and E who are price sensitive. 

Proliferation of Chain Stores City of Manila
Table 4: Chain Grocery Stores vs Stand-Alone Grocery Stores with floor area: 300-1,400 sq.m

Store Category # of Stores Percentage
Chain Stores 56 80%

Stand Alone Grocery Stores 14 20%
Total 70 100%

Lastly, according to one respondent the growing 
population, preference for convenience (near 
location), and increasing buying power help the 
exclusive distributors and stand-alone stores.

The results show a weighted mean of 3.11 or 
a general response of agreeing to the statements 
on the Sales Level. The standard deviation of 
.34 means the answers of the respondents are 
homogeneous as it is below 1.0. This means that 
despite the fact of not being prioritized compared 
with the big Chain Grocery Stores, the FMCG 
Exclusive Distributors’ operations are sure to 
thrive and even grow due to their aggressive 
marketing strategies, increasing population, and 
increasing buying power of its target market.

Based on the data of all registered grocery 
stores in the City of Manila with a floor area 
between 300sq.m. and 1,400sq.m., 80% of the 
grocery stores are Chain Grocery Stores with 

a total of 56, while only 20% are Stand-Alone 
Grocery Stores or a total of 14. This shows 
that there is an apparent proliferation of Chain 
Grocery Stores in the City of Manila.

The Population of the City of Manila and the Number of Chain and Stand-Alone Grocery Stores 
Per Area
Below is a comparative table of the grocery store concentration in each area in the City of Manila.

Table 5: Grocery Store concentration in the city of Manila per area

Area Population
Population 
Percentage

Chain 
Stores

Stand Alone 
Grocery Stores

Total Percentage

Binondo 12,985 0.71% 1 2 3 4.29%
Ermita 10,523 0.57% 6 0 6 8.57%
Intramuros 5,935 0.32% 0 0 0 0.00%
Malate 78,132 4.25% 5 1 6 8.57%
Paco 69,300 3.77% 3 1 4 5.71%
Pandacan 76,134 4.14% 1 0 1 1.43%
Port Area 66,742 3.63% 0 0 0 0.00%
Quiapo 23,138 1.26% 1 0 1 1.43%
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Sampaloc 395,111 21.50% 9 1 10 14.29%
San Miguel 16,120 0.88% 0 0 0 0.00%
San Nicolas 44,241 2.41% 2 0 2 2.89%

Sta. Ana 178,769 9.73% 4 1 5 7.14%
Sta. Cruz 118,779 6.46% 10 2 12 17.14%
Sta. Mesa 110,073 5.99% 1 0 1 1.43%
Tondo 631,363 34.36% 13 6 19 27.14%
Total 1,837,345 100% 56 14 70 100%

Source: Data on the population of the City of Manila is based on the Philippine Statistics Office; while the data 
on the grocery stores are gathered from the City of Manila - Permits Bureau

The data shows the top 5 most populated 
areas in the City of Manila, namely: Tondo, 
Sampaloc, Sta. Ana, Sta.Cruz, then Sta. Mesa. 
Examining the concentration of grocery stores 
per area, Tondo has the highest number of 
grocery stores and consistent with its population 
size. Other areas with a high presence of grocery 
stores according to population size are Sta. Cruz, 
Sampaloc, Ermita, and Malate. This data proves 
that the grocery stores are concentrated mostly 
in highly populated residential and university 
belt areas i.e., Tondo, Sta. Cruz and Sampaloc. 
Likewise, the grocery stores are present in 
business districts, namely, Ermita and Malate. 
Further, results show that there is an opportunity 
for expansion and market development in some 
areas in the City of Manila.

Conclusion and Recommendations
Despite the obvious proliferation of Chain 
Grocery Stores in the City of Manila, research 
shows that the FMCG Exclusive Distributors 
will sustain their operations because of their 
wide market distribution channel and aggressive 
marketing strategies as well as increasing 
consumer spending pattern and population 
increase, which offset any set back caused by 
lower fill rates and delays in delivery.

The researchers recommend that the 
following measures be adopted to ensure a 
smoother supply chain which is beneficial not 
only to the FMCG Exclusive Distributors but 
to manufacturers and country importers as well. 
The following recommendations are:

Order Fill Rate 
Invest in a modern state-of-art system for order 
taking that links the grocery stores’ purchase 
order to the FMCG Exclusive Distributors 
warehouse and purchasing team. This will lessen 
human errors. Moreover, in seasons when order 
fill rates are low, FMCG Exclusive Distributors 
should increase inventory holding. Although the 
inventory cost will increase, this will offset the 
opportunity cost for not having stocks on hand. 
Careful cash management and temporary cash 
infusion are necessary to tide the distributors 
over during this period.

Delivery Timeliness
FMCG Exclusive Distributors should perform 
time and motion studies with manufacturers 
and country importers for a realistic delivery 
schedule. Also, accredit on-call third-party 
logistics for times when there are truck and 
manpower shortages to ensure unhampered 
operations. 

Sales Level
The FMCG Exclusive Distributors have to 
explore untapped areas. The areas of Paco, 
Pandacan, Port Area, Sta. Ana, and Sta. Mesa 
offer opportunities for business expansion for 
the FMCG Exclusive Distributors. 

The three performance indicators, namely: 
Order Fill Rate, Delivery Timeliness, and 
Sales Level, presented in-depth information to 
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understand the current practices and experiences 
of the FMCG Exclusive Distributors. The 
information gathered allowed the researchers to 
offer specific and realistic courses of action to 
help the FMCG Exclusive Distributors secure 
its place in the competitive FMCG Supply 
Chain and compete with the rapid expansion 
and proliferation of the big three Chain Grocery 
Stores.
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