
HOW GROCERS CAN  
WIN THEIR SHARE

The  
Stomach  
Wars



The stomach 
wars are on. 
Convenience stores and fast casual dining are taking a bite 
out of food-on-the-go. Easily-accessible take-out, ordering 
platforms, and meal-kits are stealing dinner dollars. 
Amazon is owning the middle aisle, and determined to get 
into your pantry with its acquisition of Whole Foods. 

Let the games begin!
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Introduction
Food is a big business. The global food and beverage value chain 
accounted for over USD $13 trillion dollars in 2011. That’s around 
17% of gross world product! There’s a lot that happens between 
seeds going into the ground and that almond-crusted salmon 
landing on your plate. Picking, packing, processing, promoting. 

Food doesn’t only gobble up a significant portion of every dollar 
spent around the globe, it’s also a cornerstone of our daily lives. 
In a time-starved world of swipes and screens, few things ignite 
the visceral and bring us together like food. 

Above: Food and Beverage Market: Generalized Value Chain, $US Billion (Global), 2011. 
Credit: Frost & Sullivan
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But the way we find, buy, and consume food is changing. 2016 was 
the first year in the history of the United States that people spent 
more at eating and drinking establishments than grocery stores. 
What does that mean for grocers? It’s not just food where grocers 
are losing share. Middle-aisle goods, from detergent to cat food to 
nappies, are increasingly being purchased elsewhere. 

In the 12 months leading up to Feb 2017, market-research firm 
Nielsen reported a decline in the sales of U.S. store-packaged 
goods of 0.4%, compared to growth of 1.4-4% across fresh meat, 
produce, and deli. It’s never been easier for brands to sidestep 
the grocer and sell directly on Amazon, Instagram, or Facebook. 
Brands are going ‘around the grocer’ to build demand and 
desire on social platforms (think of the online followings built 
by The Honest Company and Dollar Shave Club, sans traditional 
distribution). In fact, the digital media spend of Change to 
consumer packaged goods (CPG) brands has grown from 7.1% to 
19.9% since 2012, while trade promotion in stores has shrunk from 
over 49% in 2012 to under 43% throughout 2017. 

Not only is money that would have previously gone to grocers being 
spent elsewhere, grocery competition is heating up. Food ordering 
platforms like AmazonFresh, Seamless and JustEat; meal kit services 
like Blue Apron and QSRs; and traditional restaurants are all vying 
for position as victor of the stomach wars. Amazon sent shock waves 
through the industry, signalling they mean business in the grocery 
game, with their recent $13.7B acquisition of Whole Foods. In 
parallel, discounters like Aldi and Lidl place extreme price pressure 
on traditional grocers, grinding down already razor-thin margins. 
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On the production side, advances in AgTech and decreased costs 
of production are making vertical farming viable in the not-too-
distant future. On the customer end, changes in preferences 
are demanding wider sourcing, improved freshness, and more 
grab-and-go options. What’s a grocer to do? 

Above: In 2016, spending in eating and drinking establishments outpaced spending in 
grocery stores

Let’s go back in time and look at the evolution of the grocery 
store. In the 1940s, the first supermarket appeared, consolidating 
packaged and fresh goods all in one place. Fresh and perishable 
foods lined the edges of the store, and packaged goods filled the 
middle. Sound familiar? 

Sure, traditional grocers have added incremental innovations like 
self-checkouts, digital coupons, and home-brand products. They 
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digitized their four walls to create eCommerce stores, but the 
fundamentals of the customer experience and business model 
remain largely unchanged. 

THE GREAT UNBUNDLING IS COMING
We believe the disintermediation of department stores, and 
the media industry, is a sign of what’s to come in grocery. 
What do grocers and department stores have in common? 
Lots. Both are multi-category retailers, characterized by large 
formats, housing a breadth of brands all in one place to provide 
a one-stop-shop. 

Let’s look at shifts in the value chain to understand. 

Through to the mid-2000s, life was good for multi-category 
retailers. They served as portals to discovery. Customers 
visited in droves to shop and find out what was new and next. 
Both grocery and department stores were proud and powerful 
owners of customer attention, and they used this to their 
advantage, charging brands significant amounts for shelf and 
concession space to get in front of customers. Owning product 
discovery, marketing, and sales afforded them an enviable 
market position. Brands benefited from this investment in 
trade promotion. It placed them in prime locations to capture 
customer foot traffic and enabled customers to discover and 
buy conveniently. 
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Above: Before the internet and globalization multi-category retailers captured a large share 
of the value chain

…and then internet, mobile, and social platforms came along to 
shake up the value chain. Suddenly, customers could research, 
find, and buy products in completely new ways. New players, from 
Amazon to boutique stores to Instagram, rushed to fill the role of 
product discovery and sales. Both indie and big name brands built 
their direct-to-consumer capabilities to cut out the middleman. 
The impact on department stores has been astounding, leaving 
many of them disintermediated and searching for new ways to 
connect with customers. Thousands of stores have shuttered, 
others are serving merely as points of distribution for product, 
rather than marketing and sales powerhouses.

The store was no longer the hub of marketing and sales for 
product innovation. Product discovery became a more valuable 
part of the business model, owned today by the internet giants 
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and those trusted influencers who build their followings on these 
platforms. Consumers have been aggregated onto these platforms, 
forcing the traditional store to look like a simple distribution point, 
nothing more than a very expensive-to-run warehouse. 

Above: Post internet and mobile, multi-category retailers are capturing less of the value 
chain as new companies own product discovery

So, how can grocers avoid a similar fate? The impact in grocery has 
been somewhat subdued, particularly in outer-perimeter sales as 
customers are hesitant to order fresh produce, meat, and dairy online.

But as shoppers grow more comfortable with buying groceries 
online, and as restaurants and take-out continue to grow, grocers 
need to act to protect themselves. Just as technology has made the 
grocery business more complex and cut-throat, advancements in 
IoT, artificial intelligence, robotics, and dynamic pricing open a new 
world of possibilities to connect with customers in new ways. 
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Part 2.
  EATING THE BUSINESS MODEL ALIVE
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Eating the 
business 
model alive
Trips to the grocery store aren’t created equal. Sometimes, 
customers want to rush in and out, with some form of 
sustenance hanging out of their mouth, as they dash to their next 
meeting. Having the best friends over for dinner? That might call 
for a more leisurely shop where shoppers keenly evaluate the 
pros and cons of all seven different types of feta. Hmm, which 
one looks best? Is this a Bulgarian or Danish or Greek feta kind of 
dinner party? Customers shop to satisfy different core needs.

People have always been busy. Technology created new 
possibilities for convenient ways to buy.

There are five core shopping needs within grocery, each 
meeting different emotional and functional desires in us, and 
having differing levels of value in our lives. Some of these are 
disappearing in front of our eyes. Where to focus? It depends 
on your unique brand attributes. For example, Waitrose might 
concentrate on winning ‘events and entertaining’ and ‘what’s for 
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dinner’, while Costco might focus on ‘running the household’, 
or capture a growing slice of out-of-home food consumption 
through supplying restaurants and cafes. 

The consumer is already changing. While it’s possible to win 
customers across multiple occasions by owning multiple store 
formats and adding new service offerings supported by digital, 
these add complexity to the grocery business model. This means 
grocers need even more focus on cost optimization by removing 
waste across the customer experience, or through creating new 
value for consumers to expand margins. 
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THE 5 CORE SHOPPING NEEDS

MANAGE MY 
HOUSEHOLD 

Purchases made to 
keep the household 
running smoothly. 

“We desperately need 
more paper towels and 
garbage bags”

1

WHAT’S FOR 
DINNER?

Purchases made for 
meals and snacks. 

“I’m hungry, the kids are 
too. I need something 
that can be on the table 
in 0-10 minutes before 
little Andy eats my arm”

2

3

TREAT YOURSELF 
AND YOUR FAMILY

Small luxury buys that  
make you feel good.

“Wow! My friend swears 
by this new anti-wrinkle 
cream. It sounds like 
something I can’t 
live without”



DRIVE THROUGH

ON THE MOVE

Speedy, convenience- 
oriented buys

“I’m running to my 
next meeting and really 
need a quick bite I can 
eat with one hand”

4

5

EVENTS AND 
ENTERTAINING

Special occasion purchases

“I’m hosting book club 
this month and need 
to make my famous 
Oreo cheesecake”
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Creating 
opportunity
FROM THE BIGGEST STRATEGIC THREATS

The five core shopping needs haven’t changed much over 
time. What has changed is the range of businesses rushing to 
meet these needs. Amazon is getting very good at ‘running the 
household’, so good that grocers need to reduce their reliance 
on packaged goods. Easily accessible take-out is chipping away at 
‘what’s for dinner’. Convenience stores are taking a bite out of ‘food 
on the go’. These changes demand grocers transform their offering 
and operations to stay relevant and boost revenue. 

We looked at the structural changes and shifts in both customer 
preferences and technological possibilities to identify six risks 
and opportunities facing the grocery industry. 

BORDER-LESS STORES
Selling beyond the confines of physical retail locations

Grocery sales are no longer limited to the four walls of the store. 
Traditional grocers need to reframe their thinking, shifting from 
delivering their ‘Store of the Future’ toward creating the food 
platform for communities into the future. Technology must be 
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woven through the fabric of their organization, enabling them to 
meet the changing needs of consumers quickly. 

For grocers, this means becoming a ‘border-less store’ and 
developing a masterful command of digital retailing, automation, 
and artificial intelligence to sell beyond the confines of their 
four walls. Walmart’s introduced an initiative to engage its 
associates in the delivery of parcels to customers as well as 
trials of automated pickup. They’ve created, essentially, an ATM 
for groceries. They demonstrated how technology is enabling a 
new focus on convenience, automation, and expanding the food 
footprint across the community.

Above: Walmart is testing an automated pickup location in Oklahoma City. Credit: NewsOk

Grocers must continue to rethink in order to broaden their 
reach. Rather than placing a coffee shop inside the store, 
why not enable restaurants and cafes to automate their food 
planning and replenishment to capture the growing share of food 
consumed out of home?
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MEALS NOT SKUS 
Profitably scaling meal creation to fend off competition from 
take-out and food ordering platforms

Half of dinner decisions are made the same day, according to 
research firm NPD. The later the decision is made, the more 
likely it is customers will choose restaurants or take-out over 
grocery stores. Grocers are beginning to catch on and tailor 
their offline experience, increasing their repertoire of hot and 
prepared, grab-and-go options in store. Kroger’s Prep+Pared 
meal kits and Trader Joe’s’ marinated meats are a good 
example. But the offline grocery experience often gets distorted 
online. Hungry shoppers find themselves confused in a sea of 
SKUs. Assembling a menu for dinner tonight from your mobile is 
hard. Not to mention getting the quantity right and making sure 
it’s delivered at the right time. Grocers need to make it easy for 
shoppers to create meals with advanced prediction, aggregating 
SKUs through intelligent product bundling. For example, a 
hungry shopper could simply select ‘taco night’, choose the 
number of people and then pick their add-ons rather than type 
out each ingredient individually. 

Diners compare this clunky eCommerce experience to the 
quick and easy ordering platforms like Seamless, UberEats and 
Deliveroo. From May 2014 - May 2015, the number of online 
take-out orders more than doubled from 403 million to nearly 
904 million. Where is the grocer when shoppers contemplate 
dinner tonight on these platforms? Absent! Savvy grocers of 
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the future might consider partnering with these platforms to 
increase their digital discoverability. They might take it one 
step further and add staple and novelty items to increase 
basket size. New places to sell help grocers become borderless 
and sell beyond the confines of their brick-and-mortar and 
digital properties. 

Grocers can use their size to profitably scale meal creation in 
ways that smaller insurgents cannot. Meals as SKUs might be 
particularly effective in the suburbs where there is less competition 
from food delivery platforms and fewer take-out options. 

In-store, Hyvee and Price Chopper are two grocers rethinking 
their experience to help customers spend less time cooking 
and shopping and more time eating. Hyvee has developed 
book-club-like gatherings where friends book an appointment 
to prepare future meals. Each chooses a recipe to prepare, and 
then they divide the meals at the end for variety. Price Chopper 
opted to group meals in interesting ways with a choose-your-
own-adventure style meat department. Shoppers start with 
sauce, select their meat, then grab a prepared vegetable mix 
and finally choose their carb/starch base. While both examples 
aren’t quite meals as SKUs, they both make inroads to reducing 
the effort in store and at home, helping to ward off competition 
from take-out.
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FRENEMIES
Rethinking supplier relationships to encourage innovation and 
become a distribution point of choice

“It’s complicated” reads the relationship status of grocers and 
suppliers. Suppliers and retailers are ‘frenemies’ at best. They 
depend on each other, but many grocery retailers make it hard 
on suppliers through outdated administrative processes. 

Newspapers often brim with stories of mistreated suppliers, 
with grocers reducing produce forecasts significantly, forcing 
vendors to either dump their product or seek another way to sell 
their produce. 

Grocers routinely share data in real-time, often charging a hefty 
sum to access it, prompting many CPG brands to ‘go around’ 
the grocer and build their direct-to-consumer capabilities. 
Grocers had little incentive to change when they were the only 
place for brands to connect with consumers. The time is right 
to rethink the nature of partnerships as innovative products 
increasingly bypass the grocery store to build relationships with 
the consumer.

This changing relationship isn’t as simple as automating the 
physical purchase order and remittance process through 
Change to electronic data interchange (EDI). Grocers must 
lower the burden of administration, opening their platform to 
enable brands to access their distribution network seamlessly.
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Defining the nature of innovation between suppliers and grocery 
retailers enables each party to embark upon a digital platform 
strategy. Investing in APIs and services can help grocers simplify 
how brands engage with them, adding automation and intelligence 
to a traditionally manual and labour-intensive process. Suppliers 
should also have deeply integrated demand data to better inform 
how to remove waste and enable real-time manufacturing. 

Metro is an example of a wholesaler making inroads with API 
strategy to simplify relations with thousands of suppliers who 
service thousands of stores in Europe. Metro’s digital platform 
goes beyond order management, enabling Metro to codify 
the relationship it has with vendors and enabling innovative 
procurement strategies to be implemented such as reverse 
auctioning to satisfy demand forecasts.

Above: Coke is actively rolling out connected screens in partnership with Google and 
Albertsons with claims of significant ROI created through category lift. Credit: Coca-Cola

22

THE STOMACH WARS PART 3



Technology driven disintermediation is likely to accelerate the 
shift in power from grocers and toward the strongest product 
brands through initiatives such as connected endcaps. An 
example of one such endcap is Coca-Cola’s recently introduced 
trial with Albertsons. Brands are now able to personalize 
advertising, connecting through digital advertising, consumers’ 
mobile devices, and in store. This helps to drive conversion 
rates across food outlets, vending machines, and through 
to retail stores. Those retailers without a strong physical-to-
digital connection will be left behind with less data, and lower 
conversion, in addition to lower trade promotion income.

TASTEFUL TECH
Rethinking technology and team structure to support 
continuous innovation

On December 6 2016, grocery executives watched as Amazon 
announced Amazon Go with a slick promo video. Grocery and 
convenience store execs posed two questions. One: How did they 
do it? Two: Why didn’t I do it first? Indeed, many grocers tested a 
cashier-less store years ago when RFID emerged but deemed it 
too expensive and buggy at the time.

Grocers must be able to attract top technological talent and 
manage high-performing teams to compete in the coming 
years. The technology isn’t perfect yet. However, Amazon is 
learning how to make this experience possible far quicker than 
other grocers. It causes concern as it’s the top of a technology 
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pyramid - the culmination of years of focused technology 
execution. This makes tech-driven initiatives like Go difficult 
to copy quickly. And it’s not just senior tech execs that make 
Amazon a technological powerhouse, it’s the culture of learning 
and experimentation. CEO Jeff Bezos touted his company as 
“the best place in the world to fail at”. Just as many failures 
accompany Amazon’s many successes. But the culture allows 
teams the freedom to experiment, validate, and then scale 
proven technologies to the enterprise. 

In comparison, grocers have often outsourced innovation 
to companies like Nielsen (for customer insight), digital 
agencies, offshore technology and hardware firms. Their IT 
departments are reduced to procurement, infrastructure and 
integration specialists who are only able to deal effectively with 
commodified technology. 
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That pace of change doesn’t mesh with modern expectations. 
The industry pressures and competition from insurgents 
demand a more decisive command of technology to evolve the 
grocery business model. The shift requires organization-wide 
change. Grocers need to build their experimentation muscle, 
and be constantly trying new things to see what sticks, before 
scaling them quickly. As businesses, they have more to learn 
from the engineering and tech-driven cultures of Netflix and 
Spotify than their closest competitors. Think autonomous, 
product teams instead of hierarchies; experimentation over 
planning; and frequent, iterative software releases over 
infrequent, big-bang ones. 

One thing consistently stated by grocery executives is the need for 
their business to work on executing technology, people, and process 
change together to build operating capability. These elements need 
to be exercised together like groups of muscles for an organization 
to become more adaptive, and better able to deliver continuous 
improvement.

Grocery is by nature a very complex business model. 
When grocers need to add halal food in one area and gluten-
free pasta in another to account for localized preferences, that 
adds a lot of complexity. Product quality often varies from item 
to item. Unlike clothing, fresh products degrade over time and 
in transit. This has shielded grocers from online retailing and 
showrooming so far. It’s ludicrous to think of a customer visiting 
a store to preview a banana, only to buy it online. 
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Amazon’s acquisition of Whole Foods may be the tipping point for 
buying groceries online. Amazon, as with Amazon Web Services 
(AWS), will have the scale to develop their own Fresh Fulfilment 
Services with Whole Foods as their largest customer. If coupled 
with Whole Foods’ large number of convenient distribution points 
and data, will Amazon finally be able to de-bundle the current 
grocery business model? One thing is for sure, they have the 
supply chain and digital engineering chops to scale complexity 
in a more profitable way. 

DIGITAL PLATFORM STRATEGY 
Historically, organisations looked to ‘vertically integrate’ by 
purchasing manufacturing, production, or product R&D capabilities 
themselves as a means to create strategic capability in product 
management, or reduce cost. Today, the most innovative 
enterprises are recognising the power of building a digital platform 
strategy to expose core business capabilities and intelligence to 
business teams, as well as partners along their value chain. 

This isn’t a ‘build it and they will come’ approach to platform 
building. It is a way of enabling your business to ‘virtually’ 
integrate across your value chain, striking innovative contracts 
and partnerships which can be codified and automated through 
an effective API strategy.

Grocery retailers are able to remove friction throughout the entire 
product value chain, and also enable practical experimentation, by 
combining merchants and engineering teams together to design 
an open platform.
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Tesco has been working to develop its open platform strategy, 
enabing partners to access product catalogue, search, and create 
shopping baskets dynamically. Allowing partners to use their 
platform explodes the opportunities to automate purchasing 
thanks to their partnership with Google Home and IFTTT.

However, the gorilla of digital platform strategy is Amazon, 
who have focused heavily on virtual verticalization for more than 
five years. Their marketplace web services have:

•  enabled sellers and producers to undertake a high degree of 
selling automation;

• reduced labour;

• increased margin productivity;

• and improved inventory utilization.

Their web services have enabled valuable business platforms 
such as Fulfilment by Amazon.

Enterprise organizations have spent decades investing in 
technology that drives their business capabilities but are feeling 
stuck because they can’t leverage their assets to enable new 
experiences for their consumers and partners.

It’s time for grocery retailers and partners to get serious 
about reducing waste throughout the value chain by creating a 
digital platform strategy and building capability in applied 
machine intelligence to drive a step change in routes to 
market, demand forecasting, pricing, ranging, and inventory 
management practices.
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HEART OF THE HOME
Connecting with customers in the home to fight disintermediation

Grocery loyalty programs provide a good picture of overall 
household consumption. The picture blurs when it comes to 
knowing what goes on in the home. Which products are thrown 
out all the time? Which are the meals that actually get made? What 
do the kids eat as soon as the grocery bags hit the kitchen table? 

When it comes to the behaviors in and around the home, grocery 
retailers haven’t had too much impact. Historically, CPG brands 
have owned pride of place in the cupboard, with the iconic purple 
packaging of Cadbury’s, or the bright whites and soft garments 
promised by the prominent bottle of Tide in the laundry. These 
branded powerhouses have created product and marketing 
businesses geared to create the emotional desire that drives 
today’s consumption.

Home brand products have been miracle margin boosters for 
grocers. However, despite years of private label development, 
many, with the exception of Aldi, Costco and Trader Joe’s, have 
failed to capture the heart of the consumer. Rather than take 
pride of place, many of these private label offerings are hidden 
away in the pantry.

There is a new war brewing for the heart of the consumer, with 
Google, Amazon, and Apple all tussling to become the operating 
system of the home. They’re joined by food tech startups, using 
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sensors in your fridge and pantry to make recipe suggestions 
and then sense what’s in your oven and cook it to perfection in a 
fraction of the time. 

Innit is one such company with a vision to enable your kitchen, 
home, and mobile to communicate seamlessly to manage the 
health and enjoyment of your family. A world where your fridge 
could send you a text telling you that the asparagus has been in 
there for three days and you have enough ingredients in your 
pantry to cook a risotto if you pick up some oil on the way home. 
Would you like it to arrange a delivery before 6PM? Grocers need 
to be able to partner with these new innovators, but must have 
the platforms and technical prowess to be able to interface with 
them seamlessly. 

What happens when more purchasing happens in the home? 
When your customer becomes the fridge, or the voice assistant, 
rather than the consumer. Consumers are already becoming 
detached from the store through statements like “Google, Add 
more Tide to my order”. 

For CPG brands today, this sounds great. But the reality is not so 
clear cut. L2 Inc reports that every day fewer people put a prefix 
of a brand name in a Google search, and that over the past 12 
months non-branded product searches have increased in every 
CPG category.

“Alexa. Buy batteries”... Hello Amazon Basics, goodbye Duracell.
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Grocers and CPG companies alike must combat these trends 
by rebuilding their brands in the home, developing their own 
algorithms to predict customer needs in the home, and through 
strategic technology partnerships, limit the impact of Alexa 
owning the connected home.

PRODUCING PRICE
Dynamically changing the prices of goods to maximize 
profitability and account for local changes in supply and demand

How much should that apple cost? There’s no straight answer. 
The optimal price depends on the time of day, weather 
conditions, how fresh it is, and whether there is an oversupply 
within that particular store. Grocers adopt strategies anywhere 
from ‘everyday low prices’ to ‘price like the competitors do’ to 
‘premium prices for premium products.’ But pricing is a common 
pain in the proverbial for grocers. In many cases, the process is 
heavily manual. Buyers work to enter or upload spreadsheets 
with their pricing structure manually. They play around with 
pricing models with a combination of systems informing them of 
the change predicted to their unit sales. 

The entire system isn’t built to manage significant volumes of price 
change, with the human element often still required to print, and 
place hundreds of paper shelf tickets. In some retailers, prices can 
take days to change in store. Online, it’s a different story. Walmart and 
Best Buy change online prices between 50K - 55K times per month 
and Amazon changes prices between 2 - 2.5M times each day. 
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For many, the roll-out of digital shelf-edge labels has been a 
slow exercise. With legacy technology holding back algorithmic 
price optimization many business cases have relied solely on 
the reduced labor cost of removing manual tickets – and it 
doesn’t stack up.

Beyond this, in today’s world the retailer holds the power in the 
pricing relationship. For the customer, the ability to compare 
prices, product quality, pack sizes, and produce age is a complex 
one. There is a growing interest in producers making the chain 
of supply more transparent to consumers with the growing 
consumer desire to understand the origin story of the goods they 
buy. Along with the growth in online options, the consumer is 
beginning to see increased transparency. 

The efficiency of your supply chain and sourcing strategy may 
soon be laid bare to the consumer. Downward price pressure on 
unproductive goods will result if this isn’t up to scratch.

Grocers must focus on creating modern architectures that enable 
dynamic pricing. They should aim to squeeze maximum profit 
from their sales through reduced food waste and sophisticated 
margin optimization to update prices at store-level, based on the 
weather, time of day, or changes in competitive intensity. French 
grocer E.Leclerc uses electronic tags in one-third of its 600 stores. 
They make 5000 price changes a week. This is ten times the 
amount of changes they could make before the electronic tags. 
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Part 4.
 THE GROCER OF THE FUTURE
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The Grocer 
of the Future
The grocery retailing industry is ripe for change. Scott Galloway 
(of L2) puts it nicely when he says both grocers and cinemas fail 
to pass the ‘1985’ test. Take a customer to the centre of the store, 
spin them around and it might be hard for them to tell what 
decade they’re in.

THE EVOLUTION OF THE STORE: NEAR TERM
Regardless of what shopping occasions grocers decide to target, 
the grocer of the future will inevitably focus on fresh, hot, and 
prepared foods. Value-added meals will be critical to grocer 
margins as middle-aisle packaged goods become increasingly 
commoditized, and disappear over time.

The future grocer is border-less. They have a masterful command 
of digital, discovery, and selling beyond their four walls, meeting 
customers on mobile to ensure revenue growth when foot 
traffic falls. Their API-driven platforms will allow for streamlined 
interactions with suppliers and partnerships with exciting 
innovators. They embrace emerging technology and are able to 
test and validate it quickly. Finally, they’ll nail multiple formats, 
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evolving beyond the standard, brightly-lit grocer of yesteryear 
to better cater to the multi-speed shopper. 

P I C K  A N D  P A C K  H E R E

Production on site

Automated 
warehouse picks 
packaged goods 
while customers 
shop for fresh food

1

2
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SALLY

$4

$2

Pick up window for 
take-out on the go

Easy mobile ordering
TACO TUESDAYS 09

02

10

07

01

Sub Total:    $
76.99

Delivery:       
$5.00

$71.99

TACO TUESDAYS 09

02

10

07

01

76.99$5.00

$71.99

76
$5

Cancel

Order

4

5

Easily updated 
electronic price tags

3
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THE YEAR 2030

What does a business-model-under-attack look like in 
more than a decade from now? It’s hard to say, but the 
answer is ‘very different’. When looking 10-15 years into the 
future, we see cutting-edge food stores with a number of 
distinct elements. 

Vertical agriculture

Over the course of the next decade we are set to make a 
number of advances across AgTech. These advances have the 
potential to provide for the urbanization of food production. 
Demand will be driven from a continued increase in preference 
for locally-sourced produce, demand for increased quality and 
freshness, as well as a desire to reduce the 24% of total global 
greenhouse emissions generated by agriculture.

Today, we are beginning to see signs of viability from indoor 
agriculture, and over the coming decade we predict a position 
where sensors, algorithms, data fusion, machine perception, 
and robotics come together to remove many of the labour 
and yield constraints of existing outdoor farming methods. 
Vertical Intelligent Agriculture requires a significant investment 
in capital expenditure relative to outdoor growing methods, 
offset by a six-fold reduction in labour percentage costs, and 
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a 50-100x increase in yield per square metre. Gotham Greens 
are early adopters and are already producing premium, 
pesticide-free produce in their urban greenhouse facilities 
across New York and Chicago.

Above: Advances in AgTech may move production to urban centres Credit: Sasaki
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The capital-intensive nature of these enterprises will suit strategic 
partnerships between large retailers, property developers, and 
producers. Retailers of the future will trial fresh food retailing and 
consumption concepts that sit beneath vertical agriculture in some 
of our world’s most densely populated cities. 

Initially, these may sit atop existing distribution centres at 
the edge of town connected by modern delivery links to 
consumers and retail food outlets. It won’t be long before they 
are trialled within the city centre, further transforming the 
quality and convenience of fresh food. 

Intelligent food grids

The continued urbanization of the population, along with new 
delivery modes, are going to create a whole new model of 
food distribution. At this stage, there is unlikely to be a single 
optimum mode of delivery. 

Goods may be moved, in human-driven trucks, to small 
warehouses sitting on the outer fringe of the urban core of 
the city.  

At these warehouses, food will be loaded into autonomous 
pallet-sized electric vehicles. These will slowly move through 
the urban centre, stopping at shops to have small amounts 
unloaded by the people working in retail food outlets. 
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Above: Amazon’s patented fulfilment centre concept would enhance their last-mile delivery. 
Credit: Newsweek

These small, autonomous vehicles rolling around the city 
could easily be extended to become shops of their own, or 
pick up points for deliveries, or even components of a public 
transport system.

Amazon may have different plans for their distribution model, 
using drones in combination with their distribution centres to 
offer highly-automated robotic fulfilment of urgent customer 
orders through a drone fill-in service. With parcel delivery 
volumes continuing to grow exponentially, it seems more 
likely that these drones will provide ultimate convenience for 
urgent delivery, rather than becoming the predominant mode 
of transport.
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One thing is certain, the optimal mode of last-mile distribution 
will be closely tied to the new business model chosen by the 
heavyweight food businesses of tomorrow. Only those with 
a tight grasp of data-driven customer relationships, and the 
volume to create hub-and-spoke supply chains, and aggregate 
last-mile deliveries, will be differentiated from competitors.

Border-less retailing

In 2030 the term ‘store’ may no longer be a relevant term for our 
most innovative retailers. For years these retailers will have been 
driven to provide food and goods to communities, in the most 
efficient and convenient way they could scale.

The best examples of retailing in 2030 will no longer be driven to 
simplify their operations to scale but will be adept at using data, 
robotics, sensors, and machine intelligence to productively scale 
complex operations. 

This will see the explosion of retailing formats, tailored to 
the individual requirements of their communities, and will 
see a continued blurring of the lines between industries. 
Premium brands who have invested wisely will have found 
niches combining personalised health, lifestyle-services, 
food options, and community spaces to attract and engage 
tomorrow’s consumers. 

40

THE STOMACH WARS PART 4



Others may service the explosion of niche options through B2B 
operations, selling into the commercial ecosystem of our cities. 

Food retailers who invested heavily in pre-prepared meal 
solutions may have evolved to innovate through the production 
process, optimising their supply chains to deliver ready-made 
meals to homes, offices, and the elderly.

Technology at the core

Whatever the future, it is unlikely to come to pass with small bets, 
short-lived partnerships, and a focus on siloed functions. Amazon 
demonstrates retailers of the future must emphasize collaboration 
between smart merchants, operators, marketers and supply 
chain executives. The winners will have a digital platform strategy 
that allows them to capture data, experiment, build machine 
intelligence, and create deep and lasting partnerships to take on 
competitors and create value in new ways.

We don’t profess to know what’s next. We have worked with 
experts in food, consumers, and technology to build something 
we believe is directionally accurate. The best thing grocers can 
do is build agile, flexible companies and concentrate on solutions 
that help customers have fun, eat well, save time, and save 
money. Those desires won’t change over time.

41

THE STOMACH WARS PART 4



RECOMMENDATIONS
DO NOW

•  Apply Human Centred Design to your supplier management processes to 
confront your common opportunities

•  Build your digital platform strategy to improve your ability to scale partnerships

•  Build your internal technology engineering, data, and machine intelligence 
capability. The battleground is AI and data

•  Digitize store operations to drive down store running costs

•  Take control of your customers’ food discovery experience through store 
innovation, curated newsletters, and personalized digital experiences

DO NEXT

•  Prepare to optimize price dynamically to improve inventory yield, customer 
profitability and reduce waste

•  Shift your perspective from store-centric retailing to provide food for 
communities with the right format innovation

•  Develop a B2B strategy to leverage product range, and distribution assets to 
capture value from out-of-home food sales

•  Take supply chain automation learnings and apply them to stores such as robotics

•  Open your digital platform strategy to widen your access to customers and suppliers

EXPLORE & EXPERIMENT

•  Industry collaborations with grocery players in adjacent markets such as IP 
licensing deals, innovation investments, or strategic acquisitions

•  Acquisitions: delivery, smart home, etc

•  Develop capability in AgTech to enable your producers with intelligent 
production and capital investment

•  Develop your distribution strategy to build intelligent food grids for last mile delivery

•  Invest in your strategic scale advantage, focusing on developing capital-
intensive assets that drive down marginal costs
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Part 5.
 WHO WILL WIN?
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Who will win? 
Grocers have created historically-dominant businesses by 
focusing on bringing together all of the goods required to run the 
home, simplifying the customer offer, and scaling the business 
model to create unrivalled operational efficiency. 

The next wave of business will be fuelled by a focus on 
communities over stores, coming to grips with embracing and 
scaling complexity, adding value to food through innovative 
products, and creating emotionally engaging relationships with 
their customers. 

Grocery remains one of the most under-penetrated e-Commerce 
categories, with less than 5% of sales happening online. But with 
20% of grocery sales estimated to shift online by 2025, grocers 
need to think beyond the store. 

Instead of big, up-front investments and predictions, grocers 
need a flexible platform that can evolve as quickly as their 
customers. They need to build their experimentation muscle. 
This includes quickly testing, validating, and scaling winning ideas 
across the business. 

44

THE STOMACH WARS PART 5



Who are the winners and losers? No one is safe! Offline players 
like Trader Joe’s, Lidl, and Aldi are modern day grocery winners, 
but as customers eat and buy in other ways, through other 
channels, they too need to rethink their business model. 

How will you claim your place as a food platform for the 
communities you serve? It’s not just about the product. It’s not 
just about the experience. It’s both. Grocers that differentiate the 
two will emerge victors of the stomach wars.
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