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POP QUIZ: What Percent of US Retail is E-Commerce puwoescioo
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Estimated Quarterly U.S. Retail E-commerce Sales as a Percent of Total Quarterly Retail Sales:

1st Quarter 2012 - 4th Quarter 2021

Percent of Total
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Source: U.S. Census Bureau chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/viewer.html?pdfurl=https%3A%2F%2Fwww.census.gov%2Fretail%2Fmrts%2Fwww%2Fdata%2Fpdf%2Fec_current.pdf&clen=295532
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WEBVAN: Rising Star to Flame Out in 21 Months DARDEN SCHOOL
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November 1999
Webvan’s Splashy Stock Debut May Shake Up Staid Grocery Industry

December 1999
How Webvan Conquers E-Commerce’s Last Mile

July 2000
Profit Delivery Stalled, Webvan Hits New Roads

August 2001

October 2000
Will Webvan Ever Find a Better Way to Bring Home the Bacon? The
Tragedy

February 2001
of Webvan

Webvan Closes Dallas Operations, Plans
Layoffs to Conserve Cash, Reverse Losses
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WEBVAN: Caught in the Hype and Forgot the Fundamentals DARDEN SCHOOL
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500K
Initial public offering:
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Opening day peak: 4.00K
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Filed bankruptcy:
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HOW TO WIN IN ONLINE GROCERY: AMAZON IMPACT Sills PRSI
AMAZON: Decade of Struggle...then Whole Foods DARDENSCHOOL
Amazon is going to launch its Fresh grocery delivery service in new
markets mcludmg Boston andhthe UK | May 14, 2016 Ehe New Bock Bimes
After an 18-month launch hiatus, AmazonFresh is expanding once again.

_ Pe— Amazon to Buy Whole Foods for $13.4

Billion June 16, 2017

% Give this article F> m m 611
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AMAZON: consistent Philosophy...But Fitting for Grocery? DARDENSCHOGL
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Fundamental Values & Tradeoffs

amazoncom: —— Variety ‘_‘In our retail business, W(_a know that customers want low
i ltems/SKUs offered prices, and | know that’s going to be true 10 years from now.
amazonpPrime - - - - - 600 Millio They want fast delivery; they want vast selection. It’s
impossible to imagine a future 10 years from now where a
amazonfresh ----- customer comes up and says, “‘Jeff | love Amazon; | just wish
10 . : : ’ c « 1
amazon go the prices V\,/ere a_llttle h_|gher, [or] ‘I Iov? Amazo_n, I !}JS’[
~—"1 wish you’d deliver a little more slowly.” Impossible.
prime now

- Jeff Bezos

________ 2 hours

Free $2 1 hour
Immediately
Costs Speed
Delivery fee Order to delivery

Sources: https://www.scrapehero.com/how-many-products-does-amazon-sell-worldwide-october-2017.

https://www.cnet.com/news/amazon-says-over-10-million-items-now-eligible-for-one-day-delivery-in-us/
https://tinuiti.com/blog/amazon/amazon-fresh-prime-pantry/
https://www.gartner.com/en/marketing/insights/daily-insights/amazon-goes-grocery-shopping . .
https://www.scrapehero.com/number-of-products-amazon-prime-now-june-2018/ Source: Inc. Magazine (2017)
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https://www.scrapehero.com/how-many-products-does-amazon-sell-worldwide-october-2017
https://www.cnet.com/news/amazon-says-over-10-million-items-now-eligible-for-one-day-delivery-in-us/
https://tinuiti.com/blog/amazon/amazon-fresh-prime-pantry/
https://www.gartner.com/en/marketing/insights/daily-insights/amazon-goes-grocery-shopping
https://www.scrapehero.com/number-of-products-amazon-prime-now-june-2018/
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2020 SURVEY: Price Matters Most; Variety Less in Grocery?  paoescroor
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70
50 :
67 . 70 Variety
30 I Conjoint Survey
z Attribute Weighting 30 22 ]
5 19 & Utility Scores z 10 B o
(30) 5 (10 .
(50) Price (30) o7
(70) (107) (50)
(90) (70)
(110) 5% item Free services, $4.95 (90) Curatgd Full st(_)re Expansjve
price discount store price service fee (110) selection selection selection
70 0 70 .
- Variety . 43 Service
27 21%
30 13 30
z 10 2 10
> 09 (3) Service (1)
(30) 19% (30) (10)
(50) S p eed (37) 0 (50) (33)
(70) (70)
(%0) Less than lto2 Same Next (%0) Delivery Curbside Instore
(110) 1 hour hours day day Source: How to Win in Online Grocery (2020) (110) pickup pickup
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PRE-PANDEMIC: Grocery Habits Hard to Break DARDENSCHOOL

of BUSINESS
How often do you go to a grocery
store each month?
7]
2
) ‘ Never
O
o C- No more
k= than once
> 5 a month
>
5 E Once per week
5 G Multipl
Multiple
> 3 times per
S o wee
c
c =
Q c
% o
= Almost daily
O
T
Never Once per week Almost daily

- No more than once a month Multiple times per week 0

= Source: How to Win in Online Grocery (2020)
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GROCERY GROWTH: still Behind But Accelerating (and Big)?  pawescroor
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HOW TO WIN IN ONLINE GROCERY: PANDEMIC-DRIVEN GROWTH

INSTACART: Winning During the Pandemic

Grocery Delivery - Monthly Sales

600
June 2020 Market Share
500 2% Peapod
*‘E 400 5% FrFTtshDirect
5 7% Shipt
w
- 300
O falr
¥
O
2 200
100
48% Instacart
Jan Apr  Jul Oct Jan Apr Jul Oct Jan Apr
2018 2019 2020
*indexed to U.S. grocery delivery sales from January 20718 (=100) m Second Meusure
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Despite the Pandemic Nearly Half Did Not Change

Pandemic-driven behavior change

Began
Shopping Online

Increased
Store Visits

Reduced
Store Visits

Did not
change habit

24%

Traditional Shopper
Behavior Change

S

39%

Online

11%
Infrequent

13%

15%

ELEU?R}IRGII&R

DARDEN SCHOOL
of BUSINESS

Increased
online shopping

Decreased
online shopping

Reduced
Store visits

Did not
change habit

Online Shopper
Behavior Change
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U.S. ONLINE GROCERY: Sales Now Stabilizing? DARDENSCHOOL
t Total U.S. Online Grocery Sales: Dec 2021 !“ mercatus®
brick meets click.  Total spending past 30-day periods - Billions, USD
1] 9.3 0.3
8.8 8.9
| 8.3 8.2 8.1 8.0 o= 5 g0 811
8 72 7.0 68 6.7 (8

7.1

0 819 320 420 520 e20 820 120 121 21 321 421 B2 e/21 721 Bi21 0 9121 1021 121 1221

Ship-to-Home . Delivery/Pickup Monthly total may not be equal due to rounding.
Delivery includes first- and third-party providers (e.g. Amazon Fresh, Albertsons, Sources: Brick Meets Click/Mercatus Grocery Shopping
FreshDirect, Instacart, Shipt) Survey, Dec 2021; Brick Meets Click Grocery Survey
Pickup includes in-store, curbside, lockers, and drive up Jan-Nov 2021; Mar-Jun, Aug, Nov 2020; and Aug 2019
Ship-te-Home includes common (e.g. FedEx, UPS, USPS) and other parcel couriers
B 15

Source: Brick Meets Click, Oct 2021: U.S. Online Grocery Sales Stabilize at $8.1 Billion from https://www.brickmeetsclick.com/oct-2021--u-s--online-grocery-sales-stabilize-at--8-1-billion
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HOW TO WIN IN ONLINE GROCERY: PANDEMIC-DRIVEN GROWTH

INSTACART: Challenged Post-Pandemic...But Why?

THE WALL STREET JOURNAL. Tim Lase

Home World U.S. Politics Economy Business Tech Markets Opinion Booksé&Arts Real Estate Life&Work WSJ.Magazine Sports Search

BUSINESS

Instacart Won the Pandemic but Rivals Are Catching Up

Grocery-delivery firm, which rode a pandemic boom to become sector’s biggest app, works to forge its future as competition mounts

&he New York Times
Instacart Cuts Its Valuation by 38
Percent, Citing ‘Turbulence’

Despite the company’s fast growth during the pandemic, the
market for technology stocks appears to have cooled.
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PICKING COST: Core Element of Cost-to-Serve DARDEN SCHOOL
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Cost-to-Serve Comparisons
g 45
o 6% -8% 29
% 30 T4% o 6% Typical Gross Margin
9 Cost of last mile
2 15 i % B Cost of pick & k
c pick & pac
(0]
% 0 26% 13% 11% B Operating Costs
a
Traditional Crowd- Centralized, De-centralized,

Grocery sourced Automated  Automated

Store Shopper e-Fullfillment Micro-

(CFQC) Fullfillment
(MFC)

% Takeoff

Source: Supermarket News (2019) nbcnews.com (2020), Budget Epicurean (2104), Takeoff.com (2020), Knapp (2020)
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MICRO-FULFILLM ENT CENTER New Cost Tradeoff DARDENSCHOOL
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https://www.youtube.com/watch?v=Q2FPf0ffAe0
https://www.youtube.com/watch?v=qraa92ghrAU
https://www.youtube.com/watch?v=Q2FPf0ffAe0&feature=youtu.be
https://youtu.be/DC2RGsr_rdU
https://youtu.be/9Or_Mlm9PL4
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LAST MILE: Affects Wlllmgness- To-Pay as Well as Cost-to-Serve DARDEN SCHOOL
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Nl | = g
& ;\-II “ g

“l“'" - S {1
| 100%

f g
satisfaction |

Guaranteed

RS | 4 amazon

.1. ! \'ir““" F
Order at

Amazon,

]

prK 1y, nere i

.com

Source: BudgetEpicurean.com (2014), New York Daily News (2014), Business Insider (2015) Owensboro Times (2018),, The Morning Call (2018), Convenience Store News (2018) , Orlando Magazine (2020)
il 19
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HOW TO WIN IN ONLINE GROCERY: FUNDAMENTALS MATTER
DARDEN SCHOOL

LAST MILE: Affects Willingness-To-Pay as Well as Cost-to-Serve  caoeisc

T TechCrunch

-
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STRATEGY: competitive Action Shapes Consumer Preferences  paroexscioor
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United Kinqdom

# Takeoff | France

How to Win in Online Grocery Part II:

Competitive Dynamics
That Shape Consumer
Preferences

imothy M. Lasater

Professor of Practice st the Dardan Busines:

VsS.
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SUCCESS: Cost-to-Serve Aligned to Willingness-to-Pay pARDENscrio0L

United Kingdom

Population 66.0 Million 65.2 Million
Area (square km)  242.5 Thousand 551.7 Thousand
é«;‘ | Density 272 per sq. km. 118 per sq. km.
k- ‘ B -5
r ' Ejso'-zf?uao = i
. =-c 3
VS " HMN g
® Takeoff = S .
ﬁ: B
s
[_] Limites régicnales :

How to Win in Online Grocery Part |1

Competitive Dynamics
That Shape Consumer
Preferences

© IGM - Insen 2008

...................
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HOW TO WIN IN ONLINE GROCERY: STRATEGIC IMPLICATIONS il RGINIA

TIMING: Patience and Luck

e pwplion § Bgww rralad by
== WeTear. aerfercs sl

“Winning in today’s e e Mg
dynamic economy requires

CaET | oeloear Fae ang

a commitment to refine and The .
adapt the business model I_aSt M| l_e

continuously to navigate

(0]
the ever-changing NOWhere

WoEED, 1N INAETat

competitive landscape. Home-Delnvery Schemes

DARDEN SCHOOL
of BUSINESS

Transition to Digitally-Enabled Convenience

Eventually, someone will
find a value proposition that
works — but many others
will fail along the way.”

strategy+business
Winter 2000 Issue

The internet radically simplifies home shopping, driving volume and scale
economies along the whole value chain lowering costs for consumers. Digital
technology continues to drive towards “frictionless commerce’.

Grocery

Music & Video ,2

© =
NETFLX SN Equilibrium amazonirc

@ Spotify <freshdirect Walmart
o Peaped’ Jnstacant
- Emergence @ sHer
Consolidation
7 o ﬁ Furniture
Computer
Hardware Expansion '. Ioverstock.com’
o swayfair
i Apparel ®
General amazoncom - ;o BONOBOS smimon rix
Merchandise | PrMenow, .t com TRUNK CLUB

# Google Express
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