ECONOMIC DEMOCRACY A READER - CIVIC LAB 01 - FOOD AFFORDABILITY

IN ACTION The Corner Store vs. the Chain

Why can a big supermarket sell a can of beans for less than the bodega on your block?
The answer isn't greed — it's economics. And understanding it is the only way to judge
the city's grocery plan fairly.

ere's a puzzle. The bodega owner and the supermarket manager buy the same can of beans from, more or less, the
H same suppliers. Yet the supermarket can sell it cheaper — sometimes a lot cheaper — and still make money, while
the bodega charges more and barely gets by. Neither one is being unfair. They're playing the same game under completely
different rules. To judge whether a city-owned store is a good idea, you first have to understand those rules.

Start with the single most surprising fact about the grocery business: almost nobody makes much money at it.
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Typical grocery net profit margin — one of Average net profit after tax (Food Industry Kept as profit on every $100 in sales, after
the lowest of any industry Association, 2023) all costs

Read those numbers again. A grocery store keeps one to three cents of profit on every dollar it takes in. Groceries are a
volume business, not a markup business — you don't get rich on each can, you get by on selling an enormous number of
cans. As the saying in the trade goes: what they lack in margin, they make up for in volume.

If everyone's margin is razor-thin, then the whole game comes down to one thing:
who can buy for less.

Why the chain buys cheaper

This is the heart of it. A national chain and a corner bodega do not pay the same price for the same goods — not even close.

The chain has buying power, and the bodega doesn't.

The Chain The Bodega

BUYS BY THE TRUCKLOAD BUYS BY THE CASE

e Negotiates directly with manufacturers, ordering by the O Orders small amounts, paying more per unit for
truckload across hundreds of stores identical goods

e Pays 5-10% less for the exact same products than a O No leverage to negotiate — takes the price it's given

small store does ] o )
O Pays for its own deliveries, with no warehouse to lower

e Centralized warehouses cut logistics costs 10-20% costs

e Sells private-label goods at 50-60% margin vs. 20— O Can't afford to lose money on any item, so can't
30% on national brands undercut on price

e Can run loss leaders — selling bananas below cost to O Survives on volume it doesn't have — fewer

pull you in customers, smaller orders




So when you see a bodega charging more, you're not usually seeing greed. You're seeing a store that paid more for the same
can and operates on a margin too thin to discount. The price difference is built into the structure of the business before the

owner makes a single choice.

So how does the bodega survive at all?

If the chain wins on price, why isn't every bodega gone? Because price isn't the only thing a store sells. The bodega survives
on the things a chain can't easily copy — and these are real economic value, not just sentiment.

What the bodega has What it costs the bodega

THAT A CHAIN CAN'T COPY TO OFFER ALL THAT

e Proximity — it's on your corner; no bus, no long walk O Long hours mean more labor — often unpaid family
labor

Hours — open early, late, weekends, holidays
O Extending credit means risk the chain never takes

Credit & trust — "pay me Friday"; the owner knows

you O Small orders mean higher prices and frequent
e The right foods — the specific ingredients your restocking
community cooks O Many survive only by adding lottery, check-cashing,
e Small quantities — one onion, one roll, when that's all or hot food
you need O Asingle bad month of spoilage can wipe out the year's
profit

Now: where does the city store fit?

Here's why all of this matters for the lab. The city's plan lowers cost in a very specific place — and that's exactly what makes
it powerful and controversial.

A GROCERY STORE'S COST STACK — WHAT THE CITY STORE CHANGES

Every store carries these costs. The city-owned model can erase some (striped bars) — but not the hard operational ones
(solid bars) that make groceries difficult in the first place.

Rent & property tax | CITY ERASES THIS |
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The city owns the site and charges no rent or property tax. This is the whole advantage — and the reason small grocers cry foul.

Pricing rules | CITY SETS THIS |
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The city can require the operator to keep a basket of staples cheap — something no private store is forced to do.

Buying / wholesale cost STILL HARD

One city store has little buying power — closer to a bodega than a chain, unless it taps the Hunts Point wholesale market next door.

STILL HARD
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Stocking, checkout, cleaning — groceries are labor-heavy, and the city has promised labor standards that cost money.

Spoilage & shrink STILL HARD

Produce rots; inventory walks off. This hidden cost eats thin margins in any store, public or private.




See the pattern? The city store can wipe out rent and property tax, and it can force low prices by rule. Those are real
powers a private store doesn't have. But it can't escape the hard middle of the stack — buying cost, labor, spoilage — which

is exactly where groceries are won or lost. Public ownership lowers the easy costs, not the hard ones.

THE HONEST TAKEAWAY

This is why the small-grocer's objection has real force: a rent-free, tax-free store is a genuine cost advantage the bodega
can never match — and it's funded by everyone's taxes, including the bodega owner's. That's a fair thing to be angry about.

But it's also why the city's plan might work where a bodega can't: by erasing the costs no small store can erase. Both
things are true at once. That's what makes this a real decision and not an easy one.

CARRY THIS INTO THE LAB

When you weigh the three positions, use this: the case for the store rests on the costs the city can erase (rent, tax) and the
prices it can set. The case against rests on the costs it can't (buying power, labor, spoilage) — and on the unfairness to
stores that get no such help.

And the third option — help the existing stores instead — is really an argument about where to spend the subsidy: on one

new public store, or on lowering the hard costs for the bodegas already serving the block.

SOURCES & FURTHER READING

Margin and buying-power figures: Food Industry Association (FMI) 2023 report (1.6% avg. net after tax); industry analyses via
Vantalnsights, BusinessDojo, Toast (1-3% net margins; 5-10% chain COGS advantage; 10—-20% logistics savings; 50-60% private-label
margins). US grocery sector ~$953B / ~63,000 establishments (US Census). Loss-leader context: Marketplace. Figures verified May 2026
— and like all facts in this course, worth re-checking at the source.
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