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ABSTRACT
Traditionally, grocery shopping could be a tiring, stressful, or mentally draining process.
Today, grocery shopping can be as easy as clicking a button. Modern day consumers can grocery
shop on their cell phone or laptop and have groceries delivered to their doorstep. Walmart is
even piloting a direct-to-fridge grocery service where a Walmart employee will deliver groceries
to a customer’s home and put all their groceries away in their kitchen. Blue Apron is a meal kit
delivery company that has grown to a $2B valued company in just three years. Amazon recently
acquired Whole Foods and solidifies the fact that omni-channel grocery fulfillment is now
standard across the industry; the grocery and supermarket industry is experiencing a time of
unprecedented innovation and competition, and is changing the way consumers can grocery
shop.
This thesis provides an overview of industry trends, opportunities, challenges, and issues.
It also includes a business model analysis of six unique companies competing within the
industry. The purpose of this thesis is to predict which companies will dominate the future
marketplace. To properly evaluate these companies a framework was created and used to equally
measure all six companies selected. Each company’s business model analysis highlights the
company’s respective product offerings, in-store services, fulfillment models, loyalty programs,
and other competitive advantages; the culmination of this information was used to reveal which
specific companies are best prepared to compete in the future marketplace. Additionally, a
chapter is dedicated to discuss Amazon’s acquisition of Whole Foods. This chapter will reveal
why this acquisition happened, how both companies will benefit from the partnership, and how
the acquisition may disrupt the entire industry. This thesis will conclude by discussing why
Walmart, Aldi, Kroger, Amazon and Whole Foods will dominate the future marketplace.
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Chapter 1 Introduction
Growing up, I helped my Mom meal plan and grocery shop. We would sit down at our
kitchen table and my Mom would always ask me, “what meals should I cook this week?” I’d
brainstorm a few meal ideas, we would select meals together, and we would inventory what we
had in our refrigerator and cabinets to build our grocery list; this process could take anywhere
from thirty minutes to an hour and a half. In addition to inventorying our kitchen, my Mom
would look through a coupon catalogue from Weis markets, her favorite grocery store. After she
would cut her coupons she would paper clip them to her hand written grocery list, and then we
would be on our way to Weis Markets. Once we arrived at Weis, we would spend another hour
or so grocery shopping. My mom always did a great job sticking to her grocery list and
minimizing impulse spending, however where her weakness lied was on brand selection. Being
the frugal kid I was, I recognized a pattern at a young age that private label brands, such as the
Weis brand, was typically more affordable than popular name brands. After this revelation, I
always advised my Mom to buy Weis brand products; this accomplished simplifying the
shopping process for my Mom, while simultaneously ensured we spent our money wisely. My
Mom took my advice and would often buy Weis brand products, as long as the quality and taste
was as good as the name brand. After we checked off all the groceries on our shopping list, we
would get in line and wait until we could check out. Once we checked out, we would put all of
our grocery bags in my Mom’s car, drive home, and start unpacking groceries; another time
consuming task. I would help my Mom unpack grocery bag after grocery bag, until our kitchen
finally returned to a state of cleanliness. This entire experience of meal planning and grocery
shopping took much more effort and time than I had ever imagined. In an ideal world, I wanted
to simplify the grocery shopping process for my Mom, however at such a young age I didn’t
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have an answer. When I finally went off to college a grocery shopping solution appeared before
my eyes, and that answer was Aldi.
I was introduced to Aldi my sophomore year of college at a career fair. They had a giant
banner saying “Low-Price Grocery Leader”. That sign really caught my attention. I walked up to
a recruiter and asked for some more information about the company, and he directed me to their
website. After the career fair, I went online and began learning about their business model. I
learned that Aldi is focused on passing on the savings to their customers, and this philosophy is
deeply rooted in all aspects of their business: customers rent their own grocery carts with a
quarter and return them when they are done shopping (eliminating having to pay a worker to
return grocery carts), Aldi only offers 1,400 of the most popular products (less inventory means
smaller stores, and savings on energy costs), Aldi has designed their product displays to make
restocking shelves simple (which requires less labor), customers bag their own groceries
(speeding up the checkout process), and more than ninety percent of products found in an Aldi
store are Aldi’s private label brands (giving customers the most affordable product possible
without sacrificing quality). As you can see, this business model focuses on passing the savings
on to the customer, and is evident in all aspects of their business. After learning about Aldi’s
business model it seemed like I was reading about the grocery store of the future. I felt like I
discovered something monumental and immediately rushed to tell my Mom about Aldi. I listed
all the beneficial aspects of the grocery store in an attempt to convince her to try grocery
shopping there. After I told her she could potentially save fifty percent on her total grocery bill
by shopping at Aldi, I got her attention; she was shocked, impressed, and decided she would give
Aldi a try.
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After her first trip to Aldi she was impressed with the unbelievably low pricing, the small
amount of time she spent grocery shopping, the ease of brand selection, and the efficiencies of
their business model. However, she opened my eyes to some of Aldi’s pitfalls: she could not find
everything on her grocery list at Aldi, she had to commute much farther to the nearest Aldi store,
she was not satisfied with the quality of the produce, and she was displeased there was not a deli
available for fresh lunch meat; through her eyes, the switching costs of shopping at Aldi were too
high. The price savings were commendable, but she continued to shop at Weis Markets. Her
experience really got me thinking about why consumers choose where they grocery shop.
Taking a broader look at the whole grocery and supermarket industry, “The US retail
grocery industry includes about 65,000 supermarkets and other grocery stores with combined
annual revenue of about $600 billion” (Mergent, 2017). The grocery and supermarket industry is
an incredibly flooded marketplace; in cities and other densely populated areas, there are an
overwhelming number of options. In addition to traditional brick and mortar options, ecommerce companies, like Amazon, are also entering the marketplace. Why could this be? Is it
so that Amazon can steer consumers away from large retailers, like Walmart, and convince them
to buy everything online? Take a second and think about where you grocery shop and why you
go there, what matters to you? Is it quality produce? Then you may end up shopping at a Whole
Foods. Are you on a tight budget, and saving money drives your decision-making? Aldi is where
you will save on your grocery bill. Would you consider doing your grocery shopping online? In
this case, Amazon may end up receiving your grocery business. Are you tired of meal
preparation, and value more time for yourself and your family? Blue Apron delivers meal kits
that include pre-portioned ingredients and step-by-step instructions for individual meals.
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WholeFoods, Aldi, Amazon, and Blue Apron are all attractive grocers for different reasons, and
this research will examine these companies throughout this thesis.
It is apparent that where and how households’ grocery shop is evolving. Consumers have
more options now than ever before, and the criteria consumers use to select a grocery store has
become key to their selection. Consumers may value proximity, large product offerings, an
enjoyable shopping experience, convenience, fresh produce, an easy to navigate and attractive
store layout, friendly staff, a deli, a pharmacy, and other in-store service offerings. There is no
universal grocery store platform; rather there are many different store formats available for
consumers. This thesis selected six different grocery stores to be evaluated on the same criteria;
this evaluation will provide insight into the different business models that exist, and the
competitive advantages of each company. It is imperative to see how companies are evolving
their business models to stay competitive, in a challenging industry.
One area of innovation has been offering grocery delivery. As this form of go-to-market
strategy has grown in popularity, omni-channel distribution networks have become more
prevalent. In a Dun & Bradstreet research study, it revealed that, “Although online grocery sales
are estimated to account for less than 5% of total US grocery sales, they are projected to increase
by about 21% annually through 2018” (Mergent, 2017). Amazon is offering same-day delivery
for groceries through AmazonFresh. Large retailers, like Walmart, are offering a service offering
called “click and collect” which allows consumers to place orders online and pick up in-store.
Walmart has even invested heavily in developing special lanes to facilitate the pickup process,
not just for groceries but other e-commerce orders. A startup called Instacart pays workers to do
the grocery shopping for consumers, and deliver their groceries to their homes. It is expected that
grocery delivery will experience rapid growth over the next few years and decades. According to
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a survey by the International Council of Shopping Centers, “during the 2015 holiday season,
nearly one-third of all shoppers chose to make purchases online, then pick up the merchandise at
the retailer’s brick-and-mortar location” (Anderson, 2016). Not only are more consumers
utilizing the “click and collect” service offering, but also spending additional money in-store
when they go to pick up their merchandise. Per the same ICSC study, “nearly 70% of shoppers
fall into this lucrative ‘impulse buying’ category” (Anderson, 2016). This is an important trend
for companies to be aware of so that they can capitalize on this market opportunity. In addition to
the growth of grocery delivery and “click and collect”, some companies are offering delivered
meal kits. “Meal kit companies sold between $1 billion and $1.5 billion in 2016, according to
industry estimates from MarketResearch and others. A Piper Jaffray note published in June 2016
predicts the market will reach $4 billion near-term, and $36 billion in annual sales by 2026”
(Kolodny, 2016). Meal kits are continuing to grow in popularity, and more competitors are
entering the market. This segment of the grocery market is expected to experience exceptional
growth as consumers’ willingness to use meal kits goes up, and as meal kit companies learn to
better serve their customer base. The grocery and supermarket industry as a whole is
experiencing an era of unprecedented innovation where consumers can grocery shop and meal
plan like never before. Considering the emergence of grocery e-commerce, “click and collect”
service offerings, and the growth of meal kit popularity, it appears to be a very fitting time to
analyze the industry and some of the transformative business models. This thesis will explore
industry trends and opportunities, provide an in-depth analysis of six companies, and offer
predictions on which companies will be the dominate players of the future market. The
remainder of my thesis will be structured in the following way: chapter two will focus on
providing an overview of the industry, chapter three will provide a business model analysis of six
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unique companies, chapter four will reveal how Amazon’s acquisition of Whole Foods may
impact the industry, and chapter five will include company specific predictions for the future.
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Chapter 2 Grocery & Supermarket Industry Overview
As mentioned before, the competitive landscape of the grocery and supermarket industry
seems to be at an all time high. This competition puts added pressure on companies to remain
profitable in a tough market. “Intense price competition keeps margins low. As such, the
profitability of individual companies depends on high volume sales and efficient operations”
(Mergent, 2017). While high volume sales and efficient operations are two primary goals of all
grocers, the way companies achieve these goals can be drastically different. Large grocers, for
instance, create a massive supply chain network and leverage their economies of scale to obtain
price discounts from suppliers; this helps with profit margins and drives sales. On the other hand,
small grocers may focus on serving a local market, building long lasting relationships with their
loyal customers, and providing superior customer service; these reasons may retain customers for
a lifetime of business and drive a small grocer’s sales. This industry analysis will provide an
overview of industry trends, challenges, issues, and opportunities.
It is imperative to realize that grocery stores are no longer just selling groceries; along
with groceries they are selling nonfood items, such as merchandise, and offer a wide variety of
in-store services. “More than two-thirds of products sold by grocery stores are food items.
Nonfood items include health and beauty products, general merchandise, medication, and fuel”
(Mergent, 2017). Consumers now have the flexibility and added convenience of purchasing a
variety of products all in one place, while grocers reap the benefits of customers spending more
money under their roof. It appears selling nonfood items and merchandise presents a viable
business opportunity for grocers. “Retailers such as Aldi have learned if they can get an
aggressively good price on a desirable item, consumers will buy it, even if it’s an oddball thrown
into the regular mix” (Ewoldt, 2017). Many companies are increasing and diversifying their
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merchandise offerings to increase profits on a per customer basis. “Groceries have always had a
relatively low profit margin, that’s why supermarkets want to steer them to higher-profit items”
(Ewoldt, 2017). Nonfood items give grocers an opportunity to improve their cash flow and
profitability. In addition to the expansion of nonfood items being stocked and sold, stores are
investing time and money into their service offerings as well. This is a strategy deployed to offer
customers added value in-store, as an attempt to combat losing customers to online competitors.
Grocery stores may have bakeries, delis, pharmacies, floral departments, in-store restaurants,
banks, coffee shops, and gas stations (Mergent, 2017). As previously listed, grocery stores have
expanded their business model to entice consumers to shop in-store for groceries, fresh deli,
made-to-order baked goods, prescription refills, floral arrangements, wine and beer, among other
products and services. Some grocery stores are evolving to encompass this “one-stop shop”
business platform. Rather than consumers stopping by a bank to withdraw money, a florist to get
flowers, and a bakery for cupcakes, consumers can get all of these products under one roof. It is
important to note that not all traditional brick and mortar stores offer all these services; some
stores do not include them at all. Aldi, for example, does not include any in-store service
offerings. Rather, they keep their stores small to save on staffing, energy consumption, and
utilities; a strategic decision made by one of the fastest growing food retailers.
Another vital component of a grocery store is the number of products and brands a
grocery store decides to carry. This decision impacts the physical size of the store, the products
available for their customers, and the complexity of a stores supply chain and merchandising
operations. On average, a typical supermarket carries more than 42,000 items. Companies
typically offer a mix of brand name and private-label products (Mergent, 2017). Shelf space is
incredibly valuable in retail, and grocery stores must strategically slot products to maximize
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potential sales and profits. Not only must grocers slot products in the right place, but also grocers
must offer the right brands for their shoppers. “The Great Recession brought with it new
opportunities for supermarkets and drugstores to reach out to consumers who grew increasingly
eager to save on everyday purchases. One of the simplest strategies to trim bills has been to
switch to cheaper brands” (Tuttle, 2012). This shift from popular name brand products to private
label products is a significant industry change. A growing number of consumers seem to value
lower prices and private label brands, as they are typically the more affordable option. Moving
forward, grocers must pay attention to consumers habits and learn which brands they must
strategically stock to make their customers happy. Customers are also gaining knowledge and
being educated about the production of private label products, “The foods have been known to
come out of the same factories, with the same ingredients inside and everything, with the only
difference being the label” (Tuttle, 2012). This quote may explain why consumers are leaning
towards private label brands; they have learned that some products are identical except for the
label.
As previously noted, the way consumers grocery shopping is very different today than it
was a decade ago. Today the following is not outside the norm of how someone could grocery
shop: “Access computer. Pick a delivery service. Order groceries. Answer door. Retrieve
groceries. Hello grocery delivery” (Oliver, 2015). As more consumers try grocery delivery, it
will be interesting to see if these consumers get addicted to the convenience and ease of
shopping. It will also be interesting to see if consumers dislike grocery delivery and end up
resorting back to shopping in-store; this is a trend to pay attention to in the future. As grocery
delivery increases in popularity it will be important to see how grocery stores respond. Will brick
and mortar stores continue to increase their physical footprint across the U.S.? Will they pilot
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and launch “click and collect” in their stores, and eventually add grocery delivery to be apart of
their fulfillment model? “The median investment required to open a new store is just over $6
million. A typical grocery store requires remodeling every six to seven years at an average cost
of almost $3 million” (Mergent, 2017). Companies will continue to analyze how they can best
serve and retain their customers. Will remodeling current stores result in a high ROI for a
company? Will investing money into improving “click and collect” technology at existing stores
be a wiser investment? Will some companies close a number of their brick and mortar stores, and
focus on growing their grocery delivery side of their business? Will stores implement a grocery
delivery service within their existing business platform? What investments will grocery stores
make to gain more market share, increase sales, and improve profitability? Executive
boardrooms are asking themselves these very questions, so that they can strategically align their
business model to fit within the future marketplace.
As new players enter the grocery and supermarket space, companies must fight to retain
their customers and market share. Just recently, Aldi has responded by partnering with Instacart
for offering same-day grocery delivery. “We know customers are looking for new ways to save
time and money. Instacart provides easy access to our low prices at the click of a button”
(Watrous, 2017). Aldi, a traditional brick and mortar grocery store, now has evolved their
fulfillment model; Aldi consumers can now shop traditionally, or shop online and get Aldi
products delivered to their door. It will be fascinating to see how this business model change will
either improve, or hurt their business. It is possible sales may decline as consumers spend less
money shopping online, or the opposite may happen; only time will tell if it was a good or bad
investment. As successful startups and new competitors enter the market, it is imperative to see
how existing players respond and further evolve their own business models. Companies must
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decide how to best invest their money and assets to capture business in a crowded market. These
strategic decisions will impact which grocers thrive, while others merely survive in the
marketplace.
“As discount stores realized the traffic-driving power of food sales, competition for
grocery stores became more intense. By buying in enormous volume, mass merchandisers and
warehouse clubs have become low price leaders: Wal-Mart is the largest food retailer in the US
and holds an estimated 25% of the US grocery market” (Mergent, 2017). Competition from
alternative retailers has drastically changed the industry. Mass merchandisers, like Walmart,
drive consumers through the door through necessity goods (groceries) and additionally offer
other products with much higher profit margins. Walmart embodies the “one-stop shop” business
platform, since a consumer can buy anything and everything at one of their Supercenters.
It is important to take a deeper look at how prices impact a company’s success. “In some
cases, grocery stores net less than a penny per dollar of retail sales” (Mergent, 2017). This quote
reveals how saturated the industry is, and how tough it is to compete and succeed. With all the
existing competition, it makes it nearly impossible to raise prices and improve margins. If
companies raise their prices, consumers will notice and may take their business elsewhere; this
highlights the trend that consumers are less loyal to one store and more focused on getting the
best prices available. With consumers utilizing their smartphones to do price comparisons while
they shop, consumers have the power to ensure they get the best possible price. “Frequent
discounts have conditioned consumers to look for the best deal and have diminished store
loyalty” (Mergent, 2017). Technology gives consumers power and access. Shoppers want the
best price possible, and have access to competitor pricing in their pocket. This power gives
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consumers leverage, and also may result in consumers shopping where the best prices are, rather
than staying loyal to a favorite grocer.
Another crucial issue is food safety. “As companies move large amounts of nonpreserved
and imported foods through the supply chain, the chance for contamination increases” (Mergent,
2017). Contamination and foodborne diseases are two huge concerns for grocery stores. The
policies and processes companies have in place are of great importance as they can impact the
health of consumers, and can ruin consumer confidence in a grocery chain. “In the highlycompetitive food industry, a recall can hurt a company's brand and cause it to cede significant
market share to its rivals — leading it to lose out on potentially millions of dollars in sales”
(Liem, 2017). Grocers have become much more preventative focused on trying to anticipate
possible contamination issues, whereas historically companies were more reactive to problems
that arose. They have accomplished this by creating preventative safety measures and recall
response plans (Liem, 2017). Creating preventative safety measures in the food industry is not a
new topic, but has become increasingly more important in the last decade. The Federal Safety
Modernization Act (FSMA) was finalized in 2015, and was created to focus on preventative
measures. “In implementing FSMA, the FDA recently established new Preventive Control rules
requiring grocery suppliers to put written food safety plans in place that include preventive
controls for identified potential hazards in their processes” (Lambert, 2015). The creators of
FSMA realized that contamination could happen at any node within a supply chain. By forcing
suppliers to document food safety plans, it forces them to look at their entire production process
and identify any possible improvement areas. In addition to forcing new regulation on suppliers,
distribution center and transportation companies have similar procedures to abide by. All of these
new rules and regulations are for the good of consumers, ensuring good quality product that is
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safe for them and their families. “For grocers, the ultimate goal is to operate a pathogen-free
environment where customers can be assured they are buying products sourced from a supply
chain that the retailer has verified for compliance, and to implement the most rigorous food
safety practices and controls” (Lambert, 2015). FSMA was created to raise the bar in terms of
food safety, and so far seems to be succeeding. While it benefits the consumer, it may be
challenging for some groceries to comply with the new rules. Companies will have to comply or
exit the marketplace.
Finally, an important trend is the growing demand for healthy product offerings. “Many
retailers across all channels have already seized the opportunity by using health and wellness as a
growth strategy, focusing on initiatives like offering health foods in the center of the store and
opening in-store retail clinics” (Nielsen, 2017). By expanding healthy product offerings, stores
can grow and encourage healthy eating, all through the same initiative. Natural food
supermarkets have grown over the years, and now other companies have expanding their healthy
product offerings to meet the growing demand from customers.
Additionally, one last trend is how more grocers are offering prepared foods and meals.
Whether it is sushi, pizza, subs, or a buffet, more and more grocers have embedded this within
their business model. “Grocery stores can offer consumers added convenience and better
compete with restaurants by offering high-quality prepared foods” (Mergent, 2017). This option
is convenient and consumers seem to embrace it. Consumers can eat before or after they grocery
shop, or grab a meal to go for themselves and their families. If prepared meals are not enough to
retain customers, it could be the grocery stores’ loyalty program that keeps consumers coming
back. “About 80 percent of U.S. households belong to a loyalty card program, according to the
Food Marketing Institute. Loyalty cardholders tend to visit stores more frequently and deliver
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higher gross margins” (Mergent, 2017). Remember in my introduction how my Mom did not
permanently switch to grocery shopping at Aldi? One of the main reasons was they did not have
a loyalty program. Whereas at Weis she had a Weis preferred shopper club card that got her
automatic discounts on Weis brand products, and got her discounted gas. Below is Figure 1, and
it reveals why consumers value loyalty programs (Graham, 2014).

Figure 1 Customer Loyalty Pie Chart

Figure 1 reveals what our intuition does: that customers participate in loyalty programs to save
money and earn rewards. Later on in Chapter 3, this research will highlight the different loyalty
programs that grocers have to offer, and will illustrate the advantages of each program.
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Chapter 3 Company Introductions & Business Model Analysis
It is now evident that many industry trends, opportunities, challenges, and issues exist
within the supermarket and grocery industry. The most significant issue is how grocery stores
will remain profitable, as more competitors innovate and enter the marketplace. The best way to
predict which grocers will outperform the rest is to do a business model analysis by measuring
them on a number of identical criteria. The criteria selected for this analysis are the following:
background information on the company, their product offerings and in-store services, their
fulfillment model, their loyalty program, and other competitive advantages. These five
characteristics make up a framework that can be used to evaluate any existing player in the
grocery and supermarket industry. For this portion of this thesis, six unique companies were
selected: Walmart, Kroger, Aldi, Weis Markets, Blue Apron, and Amazon. Within these six
companies are a Mass Merchandiser, three traditional brick and mortar grocers, a meal kit
delivery company, and an online retailer. This chapter will analyze the uniqueness and
similarities of these companies. Based off of this analysis, predictions will be made as to which
grocers will dominate the future marketplace.
The first company to be analyzed is Walmart. “Walmart is the world’s #1 retailer with
more than 2.3 million employees. In the U.S. Walmart operates more than 5,300 stores, including
about 4,570 Wal-Mart stores and 655 Sam’s Club warehouses. The company operates in three
segments: Walmart U.S., Walmart International, and Sam’s Club” (Hoover’s, 2017b). This
analysis will focus on the Walmart U.S. segment, which is Walmart’s discount stores,
Supercenters, and Walmart.com.
Walmart operates a small number of discounts stores, many of which are being enlarged
to become Supercenters. “Discount stores range in size from 30,000 sq. ft. to 206,000 sq. ft.,
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while Supercenters range from 69,000 sq. ft. to 260,000 sq. ft.” (Hoover’s, 2017b). As mentioned
before, Walmart is the #1 retailer in the United States. Walmart has a brilliant business model,
offering any product a consumer desires, all under one roof. Walmart Supercenters not only offer
groceries, but also everything else on a consumers shopping list. Whether you need to go back to
school shopping for your kids, you want a new set of headphones for your IPhone, or you need to
pick up some tools for a home improvement project, Walmart will either have it in-store or
online for purchase. Walmart also utilizes technology to bring the online shopping experience instore for customers. Walmart has recognized that one of the main reasons consumers like online
shopping is the access to consumer ratings; consumers want to feel like they are making an
intelligent purchase before they spend their hard earned money. Recognizing that this is a
consumer trend, Walmart now allows you to see consumer ratings while you are shopping instore. At the start of the semester this researcher was in the electronics department at the
Walmart Supercenter on Atherton street, and while shopping for a laptop, noticed something
unique: each laptop had a sign where it listed the product name, key features, and details on how
to get access to consumer ratings. The sign instructed you to do the following: download the
Walmart app, scan the barcode of a product, and you will be directed to that product on their
website to see what customers are saying about this product; this takes the benefits of online
shopping and brings them in-store, which revolutionizes a consumer’s in-store shopping
experience. Consumers can come in-store and order online, or vice versa; the way consumers
buy products and groceries continues to evolve.
Shifting focus from Walmart’s brick and mortar retail stores to their online business,
Walmart.com is directly competing with Amazon’s Prime shipping by offering free two-day
shipping, on select products, all without a membership fee. As of January 31, 2017, “Two
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million of the 30 million products carried on Walmart's website will be available for two-day
shipping. Customers must spend $35 for free two-day shipping to their homes, but there is no
spending threshold for free two-day shipping to stores.” (Peterson, 2017). This strategic decision
may have surprised Amazon Prime members. They may be thinking to themselves: why am I
paying $99/year when I can got all these similar products at Walmart, all without a subscription
fee? Will Prime members leave Amazon and take their business to Walmart? The answer to that
question certainly depends on how much consumers value Amazon Prime. If consumers are only
going to Amazon because of the free two-day shipping benefit, then Amazon may begin losing
business to Walmart.
Now is an appropriate time to take a deeper look into Walmart’s product and service
offerings. How did Walmart get to where it is today? This was mostly accomplished through the
introduction of Walmart Supercenters. “Walmart Supercenters were developed to meet the
growing demand for one-stop shopping. Supercenters save customers time and money by
combining full grocery lines and general merchandise under one roof at Wal-Mart’s signature
Every Day Low Prices” (Walmart, 2017a). Walmart’s original discount stores included a wide
variety of products, but not groceries. Supercenters have combined their traditional retail model
with a traditional grocery model, modernizing the retail industry with the introduction of
Supercenters. Mentioned previously, these supercenters are over 200,000 sq. ft. and offer tens of
thousands of products in-store. It took decades for Walmart to develop the Supercenter business
model, and Walmart officially introduced their first Supercenter back in 1988; with the
successful launch of Supercenters came success in the grocery and supermarket industry. “In its
annual report filed on March 21 with the Securities and Exchange Commission, Walmart said
that 56% of the company’s total sales in 2014 came from grocery sales” (Ausick, 2014). Creating
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their great value private label and adding groceries to Walmart’s existing business model may
have been the best decisions the company has ever made. In addition to adding groceries within
Supercenters, Walmart also began adding in-store services to better serve their customers. “In
addition to general merchandise, Supercenters feature bakery goods, deli foods, frozen foods,
meat and dairy products, and fresh produce. Supercenters also are home to many specialty shops
such as vision centers, Tire & Lube Expresses, Radio Grill, McDonald’s or Subway restaurants,
portrait studios and one-hour photo centers, hair salons, banks, and employment agencies.”
(Walmart, 2017a). Aligning with the one-stop shop business platform, Walmart has offered more
in-store services than any other grocer. From in-store restaurants, to banks, to trade-in programs
for electronics, to their photo services, to their grocery pickup service, Walmart has it all. Of
Walmart’s service offerings, their grocery pickup is a brilliant addition to the company’s
fulfillment model. Walmart not only allows consumers to traditionally shop in-store, but also
offers same-day pickup for groceries. Here is how the service works: consumers shop online
whenever they want, they place an order, select a convenient pickup time, and Walmart experts
will do the grocery shopping for them. Additionally, Walmart employees will even help
consumers load up the groceries in their car when they arrive for pickup. All of this is offered for
FREE. As will be realized later on in this thesis, many companies are charging a fee for grocery
pickup, so offering this free service is a competitive advantage for Walmart. Offering free instore pickup is well aligned with the company’s philosophy of providing great value to their
customers. See Figures 2 and 3 below to see Walmart’s investment in pickup lane infrastructure
that will help facilitate the pickup process for groceries, and other merchandise:
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Figure 2 Walmart Pickup Infrastructure

Figure 3 Walmart Click and Collect
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A huge advantage worth noting is how Walmart is leveraging these pickup lanes to capture
grocery business that grocery delivery has not been able to reach. “With curbside pickup,
Walmart has been able to target smaller to mid-size markets where grocery delivery has not yet
rolled out, in many cases. That is because the economics of same-day delivery – and especially
one-hour deliveries, as with Amazon Prime Now – require these services to focus on denser,
urban markets” (Perez, 2016). It is very strategic to invest in pickup lane infrastructure rather
than competing with grocery delivery companies, as grocery pickup is a more profitable
fulfillment option. As mentioned in the quote, Walmart is able to tap into markets that cannot be
economically reached by grocery delivery, another competitive advantage of the company.
Thinking about how pickup lane infrastructure aligns with their business model, their most
popular consumers are price conscious and are attracted to the great value Walmart delivers.
Most Walmart customers may not be willing to pay for grocery delivery, however some busy
consumers may enjoy the option of shopping online and picking up groceries, all for free; this
strategic decision is well aligned with Walmart’s philosophy and business model. Walmart has
been investing money in adding grocery pickup infrastructure at a growing number of stores.
“Walmart began testing curbside pickup of online grocery orders for the US in Denver in 2013.
This time last year, online grocery pickup was available in five US markets; it has since
expanded to nearly 400 stores across more than 60 markets” (Griswold, 2016). Walmart is
expanding this service offering at a rapid pace to continue to thrive within industry. They are
paying close attention to consumer desires and are focusing on customer retention and long-term
business growth. “By having shoppers pick up their groceries at the store, Walmart also
eliminates most of the expensive and complicated logistics that have burdened other delivery
companies, and which often end up getting passed along to the customer. Instacart, an online
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grocery startup valued at $2 billion, charges as much as $11.99 for each of its deliveries”
(Griswold, 2016). Grocery delivery does not seem to align well with Walmart’s existing business
model, so the company is better off focusing their efforts on growing the grocery pickup side of
their business. However, Walmart is currently piloting a form of grocery delivery known as
direct-to-fridge. “Customers can order groceries on Walmart.com and get them delivered directly
to their fridge. Deliv. August Home's system informs customers when the delivery person
reaches the gate and after entering the one-time code on the screen lock, they put the groceries
into the fridge. Customers can monitor the entire activity through their home surveillance
cameras” (Zacks Equity Research, 2017). This innovation eliminates the need for consumers to
put their groceries away themselves, but it may not align with Walmart’s business model. As
discussed before, grocery delivery may not be a good fit for Walmart, as consumers may not be
willing to pay for the service. Aside from the cost, another issue may be consumers’ hesitance to
allow a stranger in their kitchen to put away their groceries. Watch for the introduction of this
pilot program in the news and pay close attention to see if ends up being rolled out by Walmart,
or any competitors. The approach is innovative, but may not be the solution modern day
consumers are after.
The introductory paragraph highlighted the fact that over eighty percent of households
belong to some form of loyalty card program. The question may be asked: Does Walmart offer a
loyalty card program? Historically, Walmart has not had one. Their great value brought
customers in-store, and kept them coming back. However, Walmart did recently launch a form of
loyalty program for the first time in March of 2016. “From fresh produce to 4K TVs, every
purchase made on Walmart.com, at Walmart Stores, and Walmart and Murphy USA gas stations
will earn more rewards for purchases made with either the Walmart Credit Card, the Walmart
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MasterCard or the Walmart MoneyCards” (Walmart, 2017b). For the first time ever, Walmart
customers can get cash back on purchases. The program being discussed is called Walmart’s 3-21 save program, and the earning potential has three separate tiers, “3% back on purchases made
on Walmart.com, including Site to Store orders, 2% back on fuel purchases at Walmart or
Murphy USA gas stations; and 1 % back on purchases made at Walmart stores and everywhere
the Walmart Credit Card or Walmart MasterCard are accepted” (Walmart, 2017b). This program
is very attractive for loyal customers and encourages members to take all of their spending to
Walmart. Another notable aspect of their loyalty program is how Walmart is heavily encouraging
online spending, notice how this component of the reward program is rewarded the most.
Walmart is trying to grow their e-commerce business to better compete with Amazon, and is
doing this by encouraging online shopping, in-store pickup, and free two-day delivery on orders
over $35. Walmart has invested their money in an intelligent manner, which will allow the
company to continue to thrive in the grocery and supermarket industry.
Another dominant player in the industry is Kroger. “In 1883, Barney Kroger invested his
life savings of $372 to open a grocery store in downtown Cincinnati. The son of a merchant, he
ran his business with a simple motto: “Be particular. Never sell anything you would not want
yourself. (Kroger, 2017a). The foundation of Kroger was built on selling good quality products
to their customers. Barney Kroger wanted his customers to only buy products that he would be
willing to take home for himself, and his family. Flashing forward from 1883 to modern day,
Kroger has grown into an industry leader. According to Hoover’s database, “Kroger is still the
US's largest traditional grocer, despite Wal-Mart overtaking the chain as the nation's largest
seller of groceries years ago” (Hoover’s, 2017c). Being the largest U.S. traditional grocer, it is
fitting to analyze their business model to see what the industry best has done to surpass
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competitors. Kroger’s existing business model appears to be a hybrid of Walmart and a
traditional grocer; the store carries a variety of grocery products, and has a multitude of in-store
service offerings and in-store merchandise. Kroger directly competes with the Walmart business
model of being a “one-stop shop”, with the primary difference being that Kroger originated as a
grocery store and Walmart originated as a mass merchant. Kroger started with groceries and has
grown their product and service offerings to directly compete with other top grocers and
retailers. The following discussion will outline the specifics of what Kroger has to offer.
“It operates some 3,900 stores under various banners, including 2,800 supermarkets and
multi-department stores, nearly 800 convenience stores, and around 320 jewelry stores. It also
has over 35 food processing plants in the US. Kroger's Fred Meyer Stores subsidiary operates
around 130 supercenters that offer groceries, merchandise, and jewelry in the western US.”
(Kroger, 2017c). Similar to Walmart, Kroger offers a variety of store formats. However,
Kroger’s competitive advantage is their grocery stores, while they still offer department stores,
convenience stores, and jewelry stores. As can be imagined, the company leverages their supply
chain to offer all of their products, from all their store banners, on their website. This increases
Kroger’s on-line presence and grows their e-commerce business. In terms of products, at a
Kroger grocery store one can expect to find: a deli and bakery, fresh produce, meat and seafood,
natural and organic offerings, adult beverages, books and movies, floral, health and beauty
products, and an abundance of Kroger private label products. The company has a mix of grocery
products and merchandise to appeal to their customer base. The most impressive aspect of
Kroger grocery stores is their large assortment of private label products. “Kroger's supermarkets
typically stock more than 14,000 of its own-brand products (under the Kroger, Ralphs, Fred
Meyer, King Soopers, and other brands), about 35% of which the company manufactures”
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(Hoover’s, 2017c). To put that number in perspective, Aldi stocks less than 2,000 total products
in all their stores, and Kroger carries over 14,000 private label products. In addition to products
found in-store, they offer numerous in-store services at their supermarkets. These services
include: Coinstar®, In the Kitchen, a Mobile Market, Recall Alerts, and Western Union. With
Coinstar®, customers can get cash for their coins, get a no-fee eGift card, or choose to donate
their coins to charity. In the Kitchen is a Kroger service that provides their customers with a wide
variety of recipes that include step-by-step cooking instructions. Consumers who shop at Kroger
trust their food and their recipes. In addition to recipes, Kroger has their own mobile market for
their customers. Customers can get no-contract wireless phones from top service providers. This
eliminates the need to go to the mall or somewhere else for your cell phone needs. This presents
shoppers with a convenient place to stop if they ever need follow-on service for one of their cell
phones. Another service offering of Kroger is timely notifications of recall alerts. When a
customer signs up with Kroger, a telephone number or e-mail can be provided, and the customer
can choose their preferred channel of communication. Lastly, Kroger offers financial services to
customers. From cashing checks to paying bills, Kroger has associates available to help their
shoppers with their simple financial needs. All of this combined with in-store floral departments,
a deli and bakery, available fuel, pet care, and a pharmacy makes Kroger a very attractive
grocery. Kroger truly is a one-stop shop for grocery shopping, for select merchandise, and for
other service needs.
Kroger is evolving; Kroger is no longer solely a brick and mortar grocery store. The
company has expanded its fulfillment model to better serve their customers. Kroger has
introduced “ClickList” which allows consumers to place grocery orders online that can be either
picked up in-store, or delivered to their front door. One unique aspect to Kroger’s fulfillment

25

model is the company offers the first three grocery pickups for free, and then after that a
customer is charged a fee. Kroger makes this service attractive for customers by paying their
workers to pick orders, and to load them in each customer’s car. If Kroger shoppers want an even
more convenient option, they can select grocery delivery via ClickList. Consumers can pay a fee
to have their groceries delivered during a selected time slot, and a delivery person will bring
groceries to their doorstep. Grocery delivery does require a fee, but some consumers may
consider it nominal compared to their typical time spent grocery shopping. Overall, Kroger has
allocated time and resources to transform their fulfillment model to better serve their customers.
What will be interesting is to see what form of success the company has with grocery pickup and
delivery. As mentioned previously, Walmart offers grocery pickup for free, so Kroger shoppers
may dislike the added fee. Kroger’s “first three are free” approach is a nice option for consumers
to sample the service offering. Maybe it is a service consumers will use sporadically when they
are short on time. If this new service does not keep Kroger customers coming back, maybe their
loyalty program will. “Kroger’s loyalty program is rated the highest in the grocery industry,
according to a study by Maritz Loyalty Marketing of New York” (Peterson & Lutz, 2015).
Having a strong loyalty program can be very telling for future success. The more frequent
customers visit your store, the more familiar they become with your store layout and brands, and
the more inclined they are to join your loyalty program. While the loyalty program is attractive
for consumers, loyalty programs are also very advantageous for the grocer. “The popularity of
the loyalty program gives Kroger unprecedented access into the behavior of its customers, and
allows it to tailor promotions to individual shoppers” (Peterson & Lutz, 2015). As shoppers shop
more, grocers collect more data about that consumer and can leverage that data in customer
specific marketing efforts. As consumers use Kroger’s shopping app and build their shopping
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list, Kroger recommends products based off of their sales history, and based off of how soon they
may need a product. This added feature makes shopping at Kroger easier for the consumer. What
it also does is it convinces consumers that they are saving more by utilizing the coupons
marketed to them, while it is also advantageous for the company doing the targeted marketing; a
classic example of a mutually beneficial relationship. Kroger seems to have all the pieces of the
grocery puzzle figured out, but as competition grows Kroger must not get complacent. To
continue their growth Kroger is focused on a few strategic categories. They include: store
remodels, store openings, strategic acquisitions, and more organic and natural food offerings for
their customers. “Kroger looks to boost existing store sales with remodels, seeks organic growth
through store openings in underserved markets, and expands its revenue and geographic reach
though select store and brand acquisitions” (Hoover’s, 2017c). As a market leader, Kroger plans
to continue to grow and remain at the top of the industry. Opening new stores in underserved
regions makes economic sense, and seems to be a feasible approach for future growth. Remodels
are expensive, but can pay off in the long run if the remodels result in sales growth and a better
shopping experience for their customers. Additionally, Kroger has a history of acquiring stores to
increase their physical footprint. This is a more challenging growth strategy as integrating
companies can be challenging, but this strategy has paid off thus far for Kroger. In addition to
acquiring physical stores, Kroger also has a history of acquiring brands. Acquiring brands grows
Kroger’s product portfolio and offers new products for their customers, which can be very
beneficial. Their main strategic move is to directly compete with Whole Foods. “Kroger's is
going organic and gunning for Whole Foods. The company has upped the quantity of organic
foodstuffs in its aisles while able to offer them at low prices. The strategy has been a huge
success, ripping market share from its rival: in 2017 Kroger's organic food sales surpassed that of

27

Whole Foods” (Hoover’s, 2017c). Where Whole Foods has a reputation for being very
expensive, offering affordable natural and organic food is an incredible competitive advantage.
Kroger has a solid plan in place to fuel future expansion; now the company needs to execute
their plans.
Within this massive industry is a store with a small physical layout that is making a large
impact, and that store is Aldi. “For nearly 40 years, ALDI US has stuck to the same guiding
principle: Great quality shouldn’t come at a high price; rather, great quality should come with
everyday low prices” (Aldi, 2017b). Aldi has a very similar philosophy to Walmart to serve its
customers with everyday low prices, except Aldi is a specialized grocery store and not a mass
merchant. Aldi is a very unique company and is able to offer such low prices because of their
unique business model. Aldi’s specialized business model includes: a small physical layout, a
select assortment of private label products, select open hours, efficient operations, customers
bagging their own groceries, customers renting and returning their grocery carts, and no in-store
service offerings. Aldi’s business model was created to make shopping simpler by providing
customers with a simple layout, and by only offering select products.
Aldi only sells the weekly-must-haves, which mostly are their own Aldi brands (Aldi,
2017a). Ninety percent of the products found in-store are their own private labels. The company
made this strategic decision so that they had much more control over their upstream supply chain
and complete control over their retail pricing. National brands cannot compete with Aldi’s
pricing, which is why consumers are trying Aldi products and never looking back to name
brands. Considering Aldi’s lean business model and small store layout, offering in-store services
would not align. In-store services would increase labor costs, increase the physical size of their
stores, and in turn would increase prices for customers. Aldi is built around the philosophy of
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passing the savings onto the customer, which reveals why in-store services is not a good fit for
Aldi. A differentiator for Aldi is their merchandising approach with what they call “Aldi finds”.
According to Aldi’s website, “Aldi Finds are our own premium food and household products that
are only in stores for a limited time” (Aldi, 2017a). As other grocery stores offer non-food items
to increase profit margins, so does Aldi. Aldi dedicates a small portion of each store to Aldi
Finds to increase consumer spending, and to increase their profit margins on a per customer
basis. While Aldi Finds focuses on increasing the company’s profitability, Aldi’s newest
innovation is focused on expanding the way the company fulfills customer orders. As of this
year, Aldi announced the expansion of their fulfillment model. Originally, Aldi was a brick and
mortar grocery store only offering in-store grocery shopping. However, Aldi has officially
partnered with Instacart and is offering grocery delivery in select locations. Aldi has expanded to
be categorized as a hybrid fulfillment model, where consumers can shop in-store or consumers
can have their favorite Aldi brands delivered to their doorstep. Aldi has only rolled out this
service offering in three states, however one can expect Aldi to continue rolling out this service
offering to other locations. To entice consumers to try out the new service, Aldi is offering a
customer’s first delivery for free. As Aldi rolls out this service to more stores, it will be
interesting to see if the service grows in popularity and which customers are paying for the
service. Intuitively, it seems a premium delivery service does not align with Aldi’s business
model. Historically, the type of shopper at Aldi is very price conscious and would not be inclined
to pay for a premium service. However it is possible that Aldi is trying to use this service as an
entrance point into more homes. It is possible Aldi is trying to grow its customer base to include
more customer demographics and that grocery delivery is a part of their growth strategy. As this
service gains traction, it will be important to see whose paying for the service. At this moment in
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time, it is assumed Aldi does not offer in-store grocery pickup; this could be a more profitable
and fitting service for their existing customer base. The challenge with in-store pickup at Aldi is
having enough personnel on shift to pick orders for customers. It will be interesting to see if this
is an innovation they bring to market in the near future.
To reiterate, Aldi’s low prices and private brands attract numerous consumers to Aldi.
Up to this point in time, Aldi has not launched a loyalty program because they feel their products
and their prices are enough to develop a loyal customer base. It may be advantageous for Aldi to
deploy some form of loyalty program in the future to further encourage customers to continue
shopping at their store. The foundation of the program would not need to be focused on price
savings; rather it could be focused on some form of exclusivity for their customers. This is a
possible improvement area for the company.
After gaining a thorough understanding of Aldi’s lean business model, it makes sense that
the company is experiencing exponential growth. A large portion of the United States population
values saving money, and Aldi is capitalizing on that customer demographic. The foundation of
Aldi is focused on passing the savings on to their customers. “In the end, they decided to keep
their limited selection after realizing it gave them an edge: “We had much lower expenses,” Mr.
Albrecht said. (Turner, 2017). This quote references one of Aldi’s founders, Karl Albrecht, on
how the company has always focused on a limited selection. As big grocers emerged, Aldi did
not budge from their business model and has maintained their competitive advantage. “This
summer, Aldi opened a new chapter in this seemingly unstoppable expansion, announcing a $3.4
billion investment to boost its U.S. presence by nearly 50% to 2,500 stores by the end of 2022”
(Turner, 2017). As can be seen, Aldi is growing rapidly, and word of mouth about the store is
spreading. The question is, as more Aldi’s are added throughout the U.S. will the company
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continue to thrive? As more consumers discover the benefits of Aldi, one can expect the
company to experience growth in the future.
The next company in this analysis is a traditional brick and mortar grocery store called
Weis Markets. Weis markets is not a dominant national player, but for a traditional brick and
mortar grocer they have innovated and earned attention. For a brief company background, “Weis
Markets runs more than 160 grocery stores (averaging about 49,000 sq. ft.), mostly in
Pennsylvania, but also in Maryland, New Jersey, New York, and West Virginia” (Hoover’s,
2017a). Weis is predominately a northeast grocery chain and has performed well in the local
markets they serve. In terms of their product and in-store service offerings, “The company's retail
food stores sell groceries, dairy products, frozen foods, meats, seafood, fresh produce, floral,
pharmacy services, deli products, prepared foods, bakery products, beer and wine, fuel and
general merchandise items, such as health and beauty care and household products” (Hoover’s,
2017a). Weis is a popular grocer because of its large assortment of products, in-store services,
quality customer service, as well as their ability to innovate. “Weis Markets today announced it
would begin offering online shopping with in-store pickup” (Weis, 2017a). In 2015, Weis
launched “Weis 2 Go”. This new feature allowed for consumers to utilize on-line grocery
shopping with in-store pickup, popularly known as “click and collect”. Weis invested money into
technology and resources, to bring this idea to market. On Weis’s website it is easy for
consumers to shop for their groceries, select a pickup time and location, and have their groceries
brought out to their car by Weis employees. Weis charges a $4.95 service free for their “click
and collect” service, and that price point seems to be well aligned with their customer base. On
Weis’s website the company is promoting the idea that they can prepare your groceries for
pickup in as little as four hours, which is fast and convenient. The implementation of “click and
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collect” may help retain customers, just as the Weis Preferred Shopper Club Card has in the past.
This is a popular loyalty program for Weis consumers, as members get automatic discounts on
products and can use accumulated Weis points for discounted gas. Weis has not yet launched
grocery delivery, so this is something to look out for in future company announcements.
All in all, what is it that makes Weis unique and separates itself from its competitors?
One differentiator is Weis’s “Great meals start here” initiative. Within this initiative, it says,
“Great Meals Start Here is our promise to consumers that we are committed to helping you
create a great meal by providing superior customer service, offering the highest quality
selections, and by providing helpful meal solutions” (Weis, 2017b). Weis employees offer advice
in their area of expertise, and this expertise is mostly gained from shopping in-store; consumers
can develop a rapport with employees from various departments to enhance their shopping
experience; these relationships with Weis’s staff can be another reason customers keep coming
back. This is something that on-line grocery delivery companies will struggle to compete with,
and it is much harder to develop a relationship with someone without in-person communication.
Online grocery companies can provide over the phone customer service, but in-person customer
service is far superior in relation to developing relationships. Lastly, Weis provides advice to
shoppers with recipe recommendations, cooking and preparation tips, nutrition facts, and
superior customer service; the summation of these facts makes Weis a strong competitor in their
local markets. Additionally, Weis also offers party platters, steak delivery, a Weis 2 Go Deli, and
even provides access to Dieticians for advice; with all this in mind, the customers who value
extraordinary levels of customer service will continue to grocery shop at Weis and other
specialized grocers. A challenge on-line grocers will face will be that lack of interaction with
people. When they have problems or issues with their food, that lack of in-person
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communication can be a barrier. In conclusion, Weis is a great example of a grocery chain that
has experienced success due to the high level of customer service the company provides. Weis
may not dominate the future marketplace, but they are prepared to compete in local markets.
Weis has a strong foundation built around taking care of their loyal customers, and this should
lead to steady growth for the company.
It is obvious that consumers can get their groceries through many different business
platforms. What is not obvious is this new concept of meal kits. A meal kit includes preportioned ingredients for an individual meal that includes step-by-step cooking instructions; this
is another avenue for consumers to save time when it comes to grocery shopping and meal
preparation. Currently, Blue Apron is a company that is thriving in the meal kit business. “In
June, Blue Apron, a New York-based startup that delivers millions of recipes and fresh
ingredients to subscribers every month, was valued at $2 billion. But three years ago, the 2,500
person company didn’t exist” (Shontell, 2015). In just three short years, Blue Apron has grown
to become to be valued as a billion dollar company. This reveals an important trend about
modern day consumers, that they still value a home cooked meal but do not want to spend a large
amount of time meal planning and prepping to cook. Blue Apron wants to make grocery
shopping easier, save consumers time, and make home cooking easy; this can lead to a loyal
customer base that grows accustomed to Blue Apron’s valuable service offering. How
specifically does Blue Apron make grocery shopping easier? The company does this by offering
personalized menus for their customers. Blue Apron subscribers get to select if they want a twoperson meal plan or a family meal plan. After they make this selection they can choose from a
variety of weekly recipes from Blue Apron’s weekly menu. Once a Blue Apron delivery reaches
a consumer doorstep, the consumer can pick a meal, take out the ingredients, follow the

33

directions, start cooking, and enjoy their meal. Additionally, Blue Apron also offers a very
flexible service. Once consumers’ signup with Blue Apron they are not making a long-term
commitment, rather they give you the option to skip any week. Consumers can use and pay for
the delivery service as often or as little as they want; this is an interesting approach for gaining
market share. Consumers see Blue Apron as an option for easy meal solutions, but they are much
more than that; the company is trying to make a positive impact on the environment by creating a
sustainable food system, and minimizing food waste. Blue Apron has developed a lean supply
chain that is focused on sustainable sourcing, and a farm to table approach. At a grocery store,
sometimes it can be hard to tell how fresh a product truly is. Blue Apron guarantees fresh
ingredients and good quality products. “We are partnering with the foremost sustainability
experts to create better standards for growing food and raising animals. This means better
outcomes for our environment, guaranteed markets for our farmers and higher quality ingredients
for our home chefs” (Blue Apron, 2017a). A sustainable food supply chain starts with upstream
supply chain partners, and Blue Apron has committed to partnering with sustainable farmers.
Another initiative to showcase the company’s focus on sustainability is their investment in
regenerative agriculture. “Regenerative agriculture—putting more back into the land than you
take—is essential for the long term viability of America’s food system. By building our menus
around crop rotations that are best for our farmers, we help replenish their soil and increase their
yields, while reducing their reliance on inputs like costly pesticides and fertilizers” (Blue Apron,
2017a). As mentioned before, Blue Apron is more than a meal kit company; they are opening the
world’s eyes to how food should be produced and how we should value our land. In addition to
improving the food production process and sustaining the environment, Blue Apron has created a
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much leaner supply chain than traditional brick and mortar grocers, and is shown below in Figure
4:

Figure 4 Blue Apron Supply Chain Diagram

Blue Apron effectively coordinates with their producers and customers to match their supply
with customer orders. On Blue Apron’s website, the company discusses their lean supply chain
compared to a standard grocery store. “In a traditional supply chain, ingredients are often picked
before they’re ripe so they can withstand a journey through the hands of many middlemen.
We’ve pioneered a different model that delivers faster, high-quality food from the farm to the
kitchen, avoiding long and wasteful detours at costly grocery stores” (Blue Apron, 2017a). The
farm to table approach is quite revolutionary. It supplies the freshest food, when it is demanded,
all in an efficient manner. Blue Apron’s business model also focuses on waste reduction. The
company is able to accomplish this initiative by the very nature of their subscription offerings.
Subscribers select their weekly meal plan in advance, which allows Blue Apron to predict, with
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some variability, how much food supply the company will need to fulfill customer orders. Blue
Apron employees can collaborate with farmers so that they can plan and produce accordingly,
minimizing waste. To supplement Blue Apron’s meal kit delivery business, Blue Apron has
expanded their business model to offer more than just meal kits. “It also offers a wine service
(Blue Apron Wine) and sells cooking tools and utensils (Blue Apron Market)” (Blue Apron,
2017b). Similar to the food production process, Blue Apron has a very lean supply chain for their
wine offerings. The company eliminates many intermediaries and expedites the process from
vineyard to a customer’s doorstep. Lastly, Blue Apron Market is an online marketplace that
supplements their home cooking approach. Subscribers can get cooking supplies and meal kits
all through Blue Apron, making the company a one-stop shop for home cooking. Blue Apron has
grown exponentially and has diversified their product offerings with the desire to continue to
grow their business. However, they are not the only player offering meal kits. Blue Apron has
many direct competitors, and recently Amazon has decided to directly compete by offering their
own meal kits. As competition gets fiercer, Blue Apron must continue to innovate to be the best
meal kit company on the market.
A decade ago, people would be surprised to see Amazon as a name mentioned within the
grocery and supermarket industry. Flashing forward to present day, Amazon has emerged as a
huge player and is making enormous investments into growing the grocery side of their business.
Exactly ten years ago, Amazon ventured into the grocery and supermarket industry, “Amazon
has focused its online grocery efforts thus far on AmazonFresh, a same-and next-day grocery
delivery service it introduced in 2007” (Griswold, 2016). With the launch of AmazonFresh came
new product offerings for consumers, including: fresh produce, fresh vegetables, meat and
seafood, organic offerings, fresh deals, and access to prepared foods. “AmazonFresh allows
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customers to combine grocery and other shopping into one seamless experience that easily fits
into their routines and improves their busy lives” (Amazon, 2017a). Amazon’s appeal is simple:
make grocery shopping as easy as ordering everything else, all by the click of a button. Grocery
shopping can be tiresome, especially for families with two working parents, and for families with
children. Consumers seem to be valuing more free time, for themselves and their families;
AmazonFresh presents a simple grocery shopping solution. It makes sense that consumers who
value their time, more than their money, are more willing to pay for the monthly AmazonFresh
subscription. As outlined on Amazon’s help and customer service page, AmazonFresh is a
service offering exclusive for Prime members and requires an additional monthly membership
fee of $14.99 (Amazon, 2017b). Currently, Amazon is trying to entice Prime members with a
thirty-day free trial of the AmazonFresh add-on. Even with the AmazonFresh monthly
membership, consumers are not guaranteed free shipping; consumers will have to pay $9.99 per
delivery if their order does not exceed $50 (Amazon, 2017b). This is where the AmazonFresh
option may not appeal to the middle and lower class. At $15 a month for the AmazonFresh
service, consumers would be paying $180 a year for the service; with a pricing structure like this,
it seems AmazonFresh is targeting upper class families that value convenience and more free
time, over their money. One of the added advantages of the service is that AmazonFresh offers
two delivery options, attended delivery and doorstep delivery, where consumers can pick a time
for their groceries to be delivered. The main difference between the two delivery options are that
with attended delivery, the consumer must be home during a drop off window, whereas doorstep
delivery drops off groceries on a customer’s doorstep in insulated grocery bags. Having these
two options makes the service a little more flexible for consumers. In addition to delivery, with
AmazonFresh customers can opt for free in-store pickup. “AmazonFresh Pickup is available to
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Prime members in select cities at no additional cost and without an order minimum” (Amazon,
2017b). Allowing for free in-store pickup, with no order minimum, allows for Amazon shoppers
to reap similar benefits as Walmart customers. Free pickup is a very attractive option, the only
difference between Walmart’s and Amazon’s pickup is that Amazon members have to pay a
membership fee to gain access to the service, whereas Walmart customers do not.
Amazon came out with Prime Pantry seven years after the introduction of AmazonFresh.
“Prime subscribers can fill a 4-cubic-foot box with up to 45 pounds of selected items, then get it
shipped to their home for $5.99, plus the price of the items included” (Frank, 2014). Prime
Pantry is exclusive to Prime members, and is an incredible innovation for a few reasons. One, it
encourages consumers to fill up the entire 4 ft. box since they are paying a sunk cost of $5.99 for
delivery; this directly increases Amazon’s sales revenue. Secondly, Prime Pantry only delivers
non-perishable products. Non-perishable products make for easier picking, packing, shipping,
and delivery. Lastly, rather than writing down all the products you need and stopping by a store
later, a consumer can add products to their Prime Pantry box as needed, and place an order once
the box is full; a fun and easy way to buy the essentials when they are needed. To further
streamline the ordering process, Amazon launched the Amazon Dash wand, a new shortcut to
making ordering products even easier. “Amazon’s new Dash device gives AmazonFresh
customers the ability to add items to an online grocery list with either a built-in barcode scanner
or microphone. Once a consumer says or scans an item that is needed, it will show up in an
AmazonFresh shopping cart. The idea is to help people order groceries more efficiently when
running low on certain products” (Soper, 2014). From AmazonFresh, to Prime Pantry, to
Amazon Dash, Amazon is making it as easy as possible for consumers to order and reorder
groceries. These three innovations make shopping easier, but what if a consumer wants their
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products faster? That is where Amazon Prime Now comes into play, and is exclusive for existing
Prime members. “Prime Now means customers can get tens of thousands of products like paper
towels, shampoo, books, toys, big-screen televisions and batteries delivered right to their door in
an hour or less. And in Manhattan, Amazon has expanded the offering to include one-hour
delivery from local stores offering items such as groceries” (Amazon, 2017d). Amazon is
leveraging their large distribution network to be able to fulfill customer orders in record time.
Customers no longer need to wait forty-eight hours to get a product, now they can get it in two
hours or less. “Two-hour delivery is free, and one-hour delivery is available for $7.99” (Amazon,
2017d). The two-hour free delivery option is very attractive to customers, especially in cities
where individuals may not want to drive somewhere or walk somewhere to shop. Rather they can
shop from the comfort of their home and wait for their products to be delivered to their door - a
very modern approach to shopping. Amazon recognizes modern day consumers’ value speed. In
the future, the company plans to deliver products even faster than they already do, and they will
be able to accomplish this with the launch of Prime Air. Prime Air is the future of product
delivery, and Amazon is testing the capabilities of drone technology at this very moment. To
clarify, Prime Air plans to use unmanned aerial vehicles, called drones, to complete product
deliveries. Outlined as a highlight on Amazon’s website, “Amazon will use Prime Air to deliver
packages that weigh up to five pounds, which makes up nearly 90% of the items it sells”
(Amazon, 2017e). Prime Air presents an extraordinary opportunity for Amazon to deliver pantry
products, among other items. Once Amazon proves that this strategy can be deployed, ecommerce will change forever.
Amazon continues to impress consumers with new innovations. After Prime Air, what
was Amazon’s next big announcement? They decided to experiment by attempting to enter the
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brick and mortar space for the first time in company history. Amazon was not creating a
traditional brick and mortar grocery store; rather they were creating a new store that eliminated
the checkout process. In 2016, Amazon announced that they were piloting a new store called
Amazon Go that would allow shoppers to avoid the checkout process. “Customers use the Go
app to enter the store, and once inside, some combination of sensors, computer vision and deep
learning keep track of what’s taken off and returned to shelves inside a virtual cart. Once
finished, the shopper just walks out and the company charges their Amazon account, along with
a receipt” (Heater, 2017). Amazon took their simple online shopping experience and applied it
in-store. If Amazon Go stores are rolled out nationwide, consumers will be able to grocery shop
without a checkout line, and without taking out their wallet. Once the technology is proven, this
revolutionary store format has potential to be the grocery store of the future. After Amazon’s
experiment in 2016 with Amazon Go, the company continued to contemplate an additional
approach to entering the brick and mortar business. So, what did they do next? They acquired
Whole Foods. “Amazon.com Inc. will acquire Whole Foods Market Inc. for $13.7 billion, a
bombshell of a deal that catapults the e-commerce giant into hundreds of physical stores and
fulfills a long-held goal of selling more groceries” (Turner, Wang, and Soper, 2017). Amazon’s
new acquisition, along with the development of Amazon Go, reveals the e-commerce giant is
entering the brick and mortar business in a powerful way. Why does Amazon want to compete in
the grocery and supermarket industry so badly? And, how does Whole Foods fit within their
existing business model? The answers to these questions are not short, and require a thorough
analysis, so this thesis will dedicate an entire chapter to answer these questions. With that being
said, the remainder of this chapter will focus on performing a business model analysis of
Amazon’s business.
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Amazon’s currently offers a wide variety of products and merchandise. “What began as
the Earth's biggest bookstore has become the Earth's biggest everything store. While the website
still offers millions of books, movies, games, and music, selling other items -- such as
electronics, apparel and accessories, auto parts, home furnishings, health and beauty aids, toys,
and groceries -- contributes more than two-thirds of sales” (Hoover’s, 2017d). Amazon has
millions of products on their website and has over twenty departments to shop from; groceries
are just one of the many categories Amazon has to offer. In addition to product offerings
Amazon retains their customers through membership and subscription programs. While Amazon
offers a variety of subscription-based programs, this thesis will focus on their Amazon Prime
membership program. Amazon Prime retains customers and continues to result in sales growth
for the company. What are the advantages of paying $99/year, or $49/year if you are a student?
The main advantage is the fast and consistent delivery. In the past, Prime two-day delivery was
fast enough. However, modern consumers want products faster than ever before. Amazon has
responded by launching FREE one-day or FREE same-day delivery for an assortment of
products exclusive to Prime members. On Amazon’s webpage, the company clarifies that “Prime
members in over 5,000 cities and towns can get delivery as fast as today on over a million items
with qualifying orders over $35” (Amazon, 2017c). Amazon is fulfilling customer orders in an
unprecedented speed. In 2017, if products can be delivered with same-day delivery, what will
consumer expectations be in the future? Will consumers someday expect products in less than
ten minutes? Customer expectations continue to set the bar even higher for companies like
Amazon, and this has dramatic implications on Amazon’s operations and profitability. Also,
requiring qualified orders to be over $35 encourages consumers to spend more, just like with
Prime Pantry, otherwise a customer would end up paying for shipping. Prime members try to
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avoid paying for shipping on each order they place, so consumers most likely will only place
orders over that $35 threshold. In conclusion, Amazon’s overarching strategy is to drive more
business to the company. They accomplish this through their Prime membership program, and by
providing a variety of subscription services. The sunk cost of the Prime membership fee
encourages consumers to take all of their spending to Amazon, rather than to competitors. Being
a Prime member gives you exclusive access to other services, and some of these services require
additional monthly membership payments. In order to get an AmazonFresh membership, a
consumer needs to already be a Prime member, and AmazonFresh is not free. With access to
Prime Pantry as a Prime member, consumers are again encouraged to spend more money to
avoid a delivery fee, which is an evident pattern. Amazon’s primary goal is to get consumers to
visit their site first when doing their shopping. Amazon wants consumers to form the habit of
coming to Amazon as their first place to shop; the company is taking over the on-line retail
world and is impacting the way traditional retailers do business. Millions of consumers are
becoming loyal Amazon members, and some of these members may begin taking their grocery
shopping to Amazon.
All in all, Amazon’s business model is continually evolving in an attempt to capture more
market share and ultimately more consumer business. Amazon is leveraging their grocery
offerings to get consumers to spend more money on their website. As consumers go to Amazon
for more products and more needs, Amazon will continue to learn and leverage consumerspending habits. While Walmart is the one-stop shop of physical retail stores, Amazon is the
online “one-stop shop” for consumers. Can Amazon shift consumers’ grocery shopping habits
online? And how will Amazon leverage their new brick and mortar footprint at Whole Foods
stores? This will be examined in the next chapter.
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To summarize, the purpose of chapter three was to analyze six unique business models
that compete in today’s grocery and supermarket industry. The competitive advantages and the
unique qualities of the six companies discussed throughout this chapter are summarized in Figure
5 below. This figure highlights unique aspects of each store, competitive advantages, and key
takeaways from each company’s respective business model analysis.

Figure 5 Business Model Analysis Summary
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Chapter 4 Amazon’s Acquisition of Whole Foods: The Impact
Amazon’s acquisition of Whole Foods is one of the biggest retail mergers in the last
decade. Why did Amazon do it? Why did Amazon select Whole Foods over other brick and
mortar grocers? Amazon may be seeking industry knowledge from an experienced grocer, or
maybe much more. The answers to these questions will be discussed throughout this chapter.
To begin, “it’s clear that Amazon’s real interest is in two things: first, the treasure trove
of consumer data that comes with this acquisition; and second, Whole Foods’ private brand
product” (Petro, 2017). Amazon has been competing in the grocery industry with AmazonFresh
for almost a decade, and has not experienced much success. Gaining data and knowledge from
an experienced grocer may be exactly what Amazon desired. Historically, Amazon is known for
leveraging consumer data to properly recommend products to consumers as they shop on their
website, which has successfully led to upselling. Amazon wants to deploy a similar strategy to
their grocery shoppers, and this was one of the driving factors that led to the acquisition of
Whole Foods. Whole Foods has an overwhelming amount of consumer data that can highlight
consumer preferences and spending habits in the high-end grocery industry. Amazon can take
this data, create personalized shopping experiences for their customers, and make Amazon the
best grocery shopping experience in the world. “Jeremy Stanley, vice president of data science
for Instacart, one of Amazon’s competitors in the grocery space, recently told CNBC: "One of
the wonderful things about groceries is that compared to other e-commerce purchases, groceries
are habitual and frequent. People need groceries every week” (Petro, 2017). While buying a
poster may by a one-time occurrence for an Amazon customer, grocery shopping is repetitive
and routine. Amazon will be able to deploy predictive analytics to know what a consumer wants
and when they need it; this will take all of the thinking out of grocery shopping for consumers.
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Being recommended products at the right time makes grocery shopping easier and may make
AmazonFresh consumers addicted to grocery shopping through Amazon. Simpler grocery
shopping may attract more consumers to AmazonFresh, and Whole Foods data will help Amazon
retain those customers. Overall, access to Whole Foods data will allow Amazon to better utilize
predictive analytics to boost grocery sales, improve consumers’ on-line shopping experience, and
retain loyal customers.
The latter reason listed in the previous quote revealed that Amazon was also interested in
Whole Foods private label products. In today’s grocery world, national brands such as Pepsi
seem to appear in almost every grocery store, making it less unique. The opposite are private
label products - products unique to a company. Offering private label products has become a
smart business strategy, and it creates positive impacts. First, it retains customers. Once
customers get used to the lower prices and high quality of private brands, they will rarely switch
back to a well-known name brand. Second, the exclusive nature of private brands motivates
customers to come back to a store to get the brands they are accustomed to. If a consumer wants
Whole Foods private label products, they have to shop at Whole Foods or Amazon to get them.
Secondly, private label products offer higher profit margins for the company selling them. This
results in a mutually beneficial relationship for the shoppers and the company. “If Amazon has
the best shopping experience, the fastest delivery, the best prices, and now unique products, why
would you shop anywhere else?” (Petro, 2017). Whole Food’s 365 private label products are a
new competitive advantage for Amazon; it is another exclusive brand offered through their
website. The more exclusive brands Amazon has to offer, the more reasons shoppers have to
keep shopping at Amazon.
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As outlined previously, Amazon’s Prime membership program is most popular among
individuals and families with large amounts of disposable income. Most of these same
individuals and families take their grocery shopping to Whole Foods. “The data from Whole
Foods customers is literally ‘rich’. This data is from affluent shoppers who represent high margin
upsell opportunities for Amazon” (Petro, 2017). Amazon wants access to Whole Foods consumer
data to better serve this consumer demographic, as it presents an enormous money making
opportunity for Amazon. This customer demographic is more likely to fall prey to upsell
opportunities from Amazon than families and individuals with much less disposable income.
Amazon plans to take Whole Foods consumer data, learn of their consumers spending patterns
and preferences, and focus on targeted marketing efforts. If this strategy is deployed effectively,
it can result in Amazon gaining new customers and making existing customers happier.
Historically, Amazon has used this strategy to improve their merchandising approach. Amazon
puts the right products in front of the eyes of the right customer. This personalized shopping
experience makes the shopper feel grateful for finding a product they want, while Amazon reaps
the benefits of additional business; Amazon sets up a win-win situation for the company and
customer.
Beyond data and private label products, what else would Amazon’s executives consider
when selecting Whole Foods? With the Whole Foods and Amazon partnership, Amazon has
potential to dominate all three channels of grocery fulfillment: brick and mortar, click and
collect, and grocery delivery. Amazon will take their existing fulfillment infrastructure, and
Whole Foods existing brick and mortar stores, and find ways to synergize this partnership.
Within the remaining portion of this chapter, this thesis will outline how Whole Foods will help
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Amazon, how Amazon will help Whole Foods, and how the partnership will be mutually
beneficial.
Immediately after the acquisition, Amazon boosted sales at Whole Foods by lowering
prices on a handful of select products. “Starting today, AMZN is cutting prices on select items to
make organic food more affordable for more people, and in doing so, re-igniting sales growth at
WF. Amazon is willing to sacrifice profit margins for an extended period, to gain market share
and customer loyalty” (SunTrust, 2017). Lowering prices at Whole Foods shows the company’s
commitment towards customer retention, rather than on per product profit margins. This sudden
shift towards customer retention is a smart strategic move for long-term business. Historically,
Amazon’s business model was built on customer loyalty: repeat purchases, repeat customers, and
membership renewals. By lowering prices on select products at Whole Foods, Amazon is
changing consumers’ perception of the store, and in doing so is trying to focus on developing
customer loyalty. In the past, Whole Foods was seen as an over-priced grocery store, and seemed
to be a store exclusive to affluent citizens. Lowering prices at Whole Foods is changing the
stores public perception and is a genius strategy. It accomplishes the following: it keeps existing
customers happy, it gets new customers in the store, and it can grow the size of their customer
base. While profitability may be down in the short-term, Amazon is focusing on long-term
success. Over time, customer loyalty and repeat business will make up for the profit margins lost
in the short-term. The perception change of Whole Foods is critically important. It is possible
that someday Whole Foods will be portrayed as a place any average family can grocery shop;
this can help the company penetrate new markets and further expand their customer base. An
additional way Amazon can help improve Whole Foods business model is by taking some of
Amazon’s proven technology and embedding it within Whole Foods stores. Amazon Go was
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previously mentioned, and the technology would allow customers to skip the checkout process.
If a technology like this can be installed within Whole Food stores, it could be a new competitive
advantage of the brick and mortar grocer. This is just the beginning of the Amazon and Whole
Foods synergy.
The next topic for analysis is how Whole Foods will be able to help Amazon grow.
“Given Amazon’s extensive data and sophisticated recommendation engine, we believe that
where appropriate, the company will be prominently merchandising its house brands” (SunTrust,
2017). Offering Whole Foods private labels on Amazon’s website can help Amazon’s online
grocery business grow. Heavily marketing private brands, such as Whole Foods 365, may attract
new customers to grocery shop through Amazon. It also is a smart business decision as it may
improve profitability and membership on AmazonFresh. The more exclusive products consumers
find shopping at Amazon, the more competitive the company becomes. Consumers that were not
previously satisfied with the organic and natural food options available through AmazonFresh
may now reconsider; Whole Foods products have the potential to boost grocery delivery sales for
AmazonFresh.
This portion of this thesis will now discuss how the Amazon and Whole Foods
partnership will synergize. One form of synergy is through in-store pick-up. “Pick-up in-store
option could help drive incremental online sales. We believe that Amazon’s plans to set up
locker space to enable consumers to pick-up goods ordered online will serve to extend reach and
drive incremental online sales by allowing customers to combine online shopping with their
offline purchases at WF” (SunTrust, 2017). Amazon locker space at Whole Foods stores can be
an incredible investment. This investment can drive more foot traffic into Whole Foods stores,
and result in increased online spending at Amazon.com. Consumers may start grocery shopping
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more frequently as they will stop by a Whole Foods to pick up their most recent Amazon order.
On the distribution side, it is more cost effective for Amazon to consolidate orders and deliver to
Whole Foods stores, rather than make hundreds of deliveries to consumers’ doorsteps.
Persuading consumers to utilize in-store pick-up can have a positive financial impact on Amazon
and Whole Foods. Another point of analysis is how Amazon’s Prime membership program can
increase Whole Foods business. “The power of the prime membership lies less in its direct
revenue contribution today, and more in its ability to condition the consumer to think of checking
Amazon first when thinking of making a purchase” (SunTrust, 2017). The millions of Prime
members that go to Amazon for the majority of their purchases will now consistently see Whole
Food brands on Amazon’s website. This continual brand recognition of Whole Foods can lead to
Prime members’ grocery shopping at physical Whole Foods stores, or ordering Whole Foods
brands through AmazonFresh. As more consumers become accustomed to shopping at both
Amazon and Whole Foods, they are likely to join both loyalty programs to gain additional
benefits, and become long-term customers. Lastly, existing Whole Foods customers that are not
Prime members may be more inclined to become Prime members after seeing the Amazon instore lockers. It is possible for both Whole Foods and Amazon to see increases in their respective
membership programs. Overall, both Amazon and Whole Foods are reaping initial benefits, and
it is only the beginning of a long-term partnership.
All in all, the partnership seems like it will be beneficial for Amazon and Whole Foods.
Amazon wanted to grow their grocery side of the business, but was not experiencing much
success with AmazonFresh; this was certainly a driving factor in Amazon’s decision to acquire
Whole Foods. Whole Foods consumer data will help Amazon better understand the grocery
business and improve personalized shopping experiences for their grocery shoppers. Amazon

49

will discover key improvement areas, and come up with an executable strategy. It is expected
that Whole Foods private label products will attract more consumers to experiment with
AmazonFresh and grocery delivery. One can expect AmazonFresh to experience exponential
growth over the next decade. Whole Foods too should benefit from the partnership. Lowering
prices has changed consumers’ expectations with the grocery chain. Having Whole Foods brands
sold through AmazonFresh is increasing consumers’ brand recognition; this has potential to
reignite sales at Whole Foods. Combining Amazon’s online presence with Whole Foods brick
and mortar stores allows Amazon to optimize their fulfillment operations, and drives more foot
traffic into existing Whole Food stores. If the partnership is leveraged as planned, Amazon and
Whole Foods has potential to dominate the upper class grocery market.
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Chapter 5 Key Takeaways and Recommendations
The question raised in the introduction was: which business model is the grocery store of
the future? The answer to this question is not one grocer, but rather a combination of market
leaders. Based off the analysis provided in this thesis, it is possible to predict which grocers are
best prepared for the future, while some may lose market share and their competitive edge.
Within the grocery and supermarket industry, there will always be small specialty grocers that
survive through a loyal local following. However, there are a few large companies that were
discussed in this thesis that have great potential to succeed in the coming decades. From the
analysis provided in this thesis, the prediction is that four companies will grow and dominate the
future marketplace. Those companies include: Walmart, Aldi, Kroger, and the Amazon and
Whole Foods partnership.
To begin, Walmart will continue to grow and remain a top player in the grocery industry
for decades to come. Lower class and middle class families will continue to shop at Walmart for
their great value brands and everyday low prices. It is a wise business decision to not pursue
grocery delivery and focus their investment dollars on improving their click and collect
fulfillment model. Curbside pickup is much more economical than grocery delivery, while still
being a convenient service offering for their customers. Another brilliant decision on the
company’s behalf was offering free two-day shipping on orders over $35. With no membership
fee required, Walmart will continue to grow their e-commerce business and better compete with
on-line retailers. As more consumers take their online shopping to Walmart, Walmart will grow
their loyal customer base. Consumers will start going to Walmart for all their shopping, which
includes their grocery shopping. While Walmart’s on-line business grows, this presents a great
opportunity for the company to heavily market their in-store pickup for merchandise and
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groceries. If heavily marketed in an enticing manner, more consumers may take their grocery
shopping to Walmart and more consumers may utilize Walmart’s grocery pickup capabilities.
This can result in growing their e-commerce business, growing their grocery pickup business,
and growing their grocery sales altogether. Overall, Walmart has a business model that can
sustain any economy, and will be around for decades to come. Providing extraordinary value will
continue to triumph in a very competitive marketplace. Walmart will continue to dominate the
grocery market among lower class and middle class families.
Another company with a bright and prosperous future is Aldi. If consumers want the
most affordable groceries, with the simplest grocery shopping experience, then their best option
is Aldi. Aldi offers incredibly low prices, offers phenomenal private label products, simplifies
the shopping experience for consumers, and has a very efficient business model. From the cart
rental system, to the small store layout, to their speedy checkout process, and to their strategic
restocking methods; the company is as lean as a grocery store can be. Aldi’s small physical store
also allows the company to open new stores all over the United States, for a cheaper cost than
competitors. As more Aldi’s are built across the U.S. the store will receive more brand
recognition and word of mouth will spread. One other huge benefit of the company is their lean
management and staffing structure. The company does not have nearly as many employees and
upper management as other grocery competitors. This makes the company more agile and
responsive to customer needs, which can help with implementing innovation, such as with
Instacart grocery delivery. Aldi will continue to perform very well among the lower and middleincome customer demographics, and will dominate alongside Walmart.
Kroger will also continue to thrive in the grocery and supermarket industry. One-way the
company has been able to retain their customers is through private label products. As consumers
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get accustomed to the savings and taste of Kroger’s private label brands, it retains them for longterm business. Kroger has over 14,000 private label products that keep consumers coming back.
Additionally, the company has one of the most successful customer loyalty programs in the
industry; loyalty programs are very predictive of future success. In terms of leveraging their data,
Kroger has deployed a similar strategy that Amazon has, by making grocery shopping a more
personalized experience; Kroger is using tailored marketing efforts to make shopping better for
each individual customer, and is making more money in the process. With the launch of
ClickList, which allows consumers to build online shopping lists, Kroger has taken advantage of
leveraging consumer data to improve customers shopping experiences. Additionally, Kroger has
lowered prices on organic and natural foods to appeal to more customers and gain market share
over Whole Foods. Consumers that still view Whole Foods as too expensive can now go to
Kroger; this makes Kroger an attractive company to a wide range of customer demographics.
Lastly, the company has succeeded in expanding their fulfillment model to leverage the
capabilities of omni-channel fulfillment. Kroger is well positioned for a future filled with
success.
Lastly, Amazon is expected to emerge as a top player in the grocery and supermarket
industry. If Amazon can effectively use newly acquired consumer data to grow their
AmazonFresh, Prime Pantry, Prime Now, and Whole Foods business, Amazon may experience
unprecedented growth in the near future. Amazon has a history of extraordinary innovation to
continually serve their customers better. The challenge Amazon faces is how to make their
fulfillment model profitable. Now that Amazon has an omni-channel fulfillment model setup,
they must leverage their partnership with Whole Foods to drive profitability and growth. The
analysis provided in this thesis reveals that Amazon does not hesitate to acquire a competitor to
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spur future growth. This has led to the prediction that Amazon may acquire a meal kit company
in the coming years, and that company may be Blue Apron. Blue Apron has grown to a $2B
valued company in just three years, but the company has struggled to remain profitable, leaving
the company vulnerable to be acquired by a competitor like Amazon. Amazon has already
invested money in developing in-house meal kits, and as meal kits grow in popularity it may be a
strategic move for Amazon to acquire Blue Apron. Lastly, Amazon’s access to consumer data
and knowledge from Whole Foods will prepare the company for future growth. Whole Foods
and Amazon will grow together and dominate the upper class customer demographic.
While Blue Apron has an impressive business model, the company will not grow to be a
dominant player. Focusing on the entire food production process and regenerative farming is a
great approach to gaining environmentally conscious consumers. It also positions the company
well for future success, as they develop long-lasting partnerships with farmers and ensure their
farmers take good care of the land they use. However, meal kit competition is fierce, and their
business has struggled with maintaining profitability. Blue Apron is a subscription based
company, and would need a substantial increase in volume to drive profitability; their high price
points may be deterring people from sampling their service. If Amazon, or another competitor,
acquired them they could charge a lower price for the service, this could lead to further
penetrating the marketplace; this seems like a strategy that could lead to gaining market share
and growing their customer base. While Blue Apron has an outstanding business model,
profitability continues to be a huge challenge. The company has the best opportunity to succeed
if their pricing structure becomes more affordable for the average family. This may only be
feasible if acquired by a much larger company that can handle losing profits over the short-term.
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Lastly, Weis Markets is a great example of a good quality local grocery store. It offers
great products, offers in-store services with friendly personnel, and has a great customer loyalty
program. Weis succeeds because the company offers much more than just groceries. Exceptional
customer service is something that will retain customers for a lifetime of business. Weis will
ensure future success by continuing to focus on developing great relationships with their
customers. Workers in each department must continue to go above and beyond to take great care
of the customers they serve. Weis may not dominate the future marketplace, however one can
expect Weis to continue to experience success in the local markets they serve.
In summary, Walmart, Aldi, Kroger, and the Amazon and Whole Foods partnership will
dominate the future marketplace. Walmart and Aldi will continue to appeal to those looking to
get their groceries at the most affordable price. Kroger, will continue to appeal to a large
customer demographic as it offers the luxury of reasonably priced organic and natural products,
and has a huge private label presence. Amazon and Whole Foods will continue to gain market
share within the upper class customer demographic, as they will focus on personalized shopping
experiences for their customers. From the analysis provided, it is apparent that the grocery and
supermarket industry is experiencing a time of rapid innovation and competition. While the
marketplace is flooded, the industry still has startups emerging and disrupting the industry. Meal
kit companies are gaining ground, and will continue to impact what traditional grocers are
selling. Omni-channel fulfillment models and loyalty programs are now almost standard across
the industry. What is next to come? From the analysis provided, we do not know what is next to
come, but rather who to look to for market leadership and innovation. Look to Walmart, Aldi,
Kroger, and Amazon to see what is next to come because they will be charting the course for the
next century. Innovation in this industry is far from over; it has only just begun.
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