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1 Introduction to Streamline.com

Streamline.com was based in Westwood, Massachusetts, and was founded in 1993. The com​pany provided internet based ordering and home delivery of consumer goods and services in the area of Boston, Washington, D.C. and northern New Jersey. These products and services included groceries, household goods, health and beauty care items, dry cleaning, video rentals and film processing.

Streamline.com was positioning itself not just as an e-grocer, but as a household solutions provider. 

2 Case questions

Is it important that online grocers be national rather than regional?

A large national online grocer would certainly benefit from significant scale economies and could spread big up-front investments and fixed costs over large business volume and customer base. 

National e-grocers would be an exception and it is more common to have regional online gro​cers with centralized distribution centers.

Because it is very difficult to serve goods within the whole country, an online grocer might be more successful operating in a regional market and concentrate there on its core competences.
Even though Streamline.com ceased operations on November 22, 2000, did the company identify a potentially profitable market segment?

In order to be successful, analysts suggest companies to focus on targeting high-end markets, limit their delivery schedule and strike partnerships with brick-and-mortar grocers.

Streamline.com targeted a narrow segment of higher-end families in selected communities in the Boston area.

After four years of perfecting its business model, Streamline expanded to the Washington, D.C. market. Its narrow market focus bypasses price-sensitive consumers and those where lower-density delivery routes are not cost-effective.

Thus, Streamline.com identified a potentially profitable market segment and maintained also partnerships with 13 major manufacturers.

What were the strategic challenges the company attempted to address?

Growth strategy

The strategy of Streamline was to focus on rapid national expansion.

In September 2000, Streamline.com sold its Chicago, Illinois and Washington, D.C. assets and operations to rival Peapod for 12 million US$. Streamline said the divestiture would al​low the company to focus on growing its core market, the Northeast U.S. 

The company decided not to expand until it has demonstrated unit center profitability. Thus, they wanted to be successful in the Boston area before they expanded.

Streamline was unsuccessful to find any partnership with potential investors to provide fi​nancing or acquire its remaining operations and therefore had to close its operation on No​vember 22, 2000.

Partnership

Streamline.com has linked with local dry cleaning firms to provide services. It also offers video rentals, shoe repair services, film processing and package pick-up and delivery through UPS. In fact, Streamline had partnerships with 13 major manufacturers.

Personalization

Streamline.com had an advanced personalization service. It was called “don’t run out” and provided a refrigerator for each customer to keep in the garage. Families identify their must-have items – milk, toilet paper, diapers, pet food – and authorize the company to replenish their stock of each item automatically. Supposedly, Streamline.com would learn more about me very time I ordered. Streamline drivers use a keypad lock to make deliveries when the consumer isn’t home.

Despite its intimate knowledge of kitchens, Streamline had one problem after another that kept it from delivering, including personnel shortages, mistagging laundry, transformer explo​sions, scheduling mishaps and failing refrigeration.

Distribution system

Streamline centralized its activity with new and larger office facilities. Centralization is ab​solutely crucial to reduce costs and to continue to execute the national expansion strategy.

Given that online grocers and same-day delivery services are fighting for survival, will any Web-based home-delivery company ever turn a profit?

Analysts believe that a strong online grocery model will emerge once the weaker entrants are weeded out. (tesco.com, LeShop.ch, peapod.com)

When people still need to got to a bricks-and-mortar store for perishables, they do not see the advantage of doing the rest of their shopping online. Hence, it is a challenge to change con​sumer shopping habits.

Another problem is that grocery products are generally sold with very thin margins. The cost of shipping orders cannot be taken out of profits, and when delivery costs are added to a customer’s bill, online grocers are no longer competitive with bricks-and-mortar retailers. Everyone’s goal is to find a way to distribute food cheaply enough to hold down or eliminate delivery charges and still make a profit.

The difficulty in the online grocery business is that products are perishable and you need to wait at home for them to be delivered. Research shows that consumers prefer to buy fresh products, bread and meat in person to get the touch-and-feel experience.

What were Streamline.com’s key success factors? 

There are various key success factors for online grocers.

Firstly, focusing on a high value customer segment, say people who are willing to spend more than $75 each time they shop online. This is important as groceries leave only low profit margins to harvest. Furthermore, online grocers have to charge low value customers who order only a bunch of articles. This is due to the fact that the fulfillment takes place anyway, if customers shop only one item or several.

Secondly, establishing a strategic partnership for distribution is crucial. There is basically no online grocer who can afford having an own wide distribution network as, let’s say, the U.S. Postal Services do. So they need to work together with a distributor who covers not only a wide network but also the neighborhoods of the suburbs of a big city. Some online grocers already have launched hybrid models that allow shoppers to place orders online and pick them up at physical supermarkets. Why not picking up the groceries while refueling the car after work. While you shop your groceries online at work you are able to quickly pick them up at the near gas station without wandering past the shelves. You could also pay with your personal shopper’s card and pay the bill by the end of the month. This would help solve the distribution problem.

Thirdly, establishing a strategic partnership with “bricks and mortar” grocers who operate in the physical world. The difference between a Dell Computer and Procter & Gamble is that Dell can meet all computing needs of a customer while Procter & Gamble can never aspire to supplying all goods for one’s needs. So, ideally, an online grocer should work together with several other grocers in order to be able to deliver all goods to the customer.

Fourthly, it is important for grocers to operate on a low cost basis. Online clothing retailer Boo.com rented facilities at the most expensive locations in the city centers, before even launching its operations. Soon after it had to declare bankruptcy. From that aspect, new economy enterprises are no different from old economy enterprises. The lessons learned from Boo.com are: rent cheap facilities that are not necessarily located at the hot spots. Administration and servers can be placed wherever not expensive office capacity is available. Furthermore, efforts have to be made toward an integrated supply chain with automated procurement.

Fifthly, an online grocer can only offer a limited delivery schedule. At peak hours, facilities are used excessively, but before and after peak hours, overcapacity leads to costs without any operation taking place. Therefore, personnel has to be employed only for the peak hours.

Lastly, online grocers should try to reach economies of scale. This to the simple fact that the more you can sell online, the less are your average total costs. And therefore you are able to heavily discount certain products in order to compete with other grocers. This would decrease the costs of buying online compared to the opportunity costs (time, use of car) of going to the physical store. Certainly a good reason for shoppers not to go to the physical store.

Dell Computers may be delivered with delay, but since groceries such as meat, fruits and vegetables are perishable, they have to be delivered on time.

The main problem to deal with is the divide between the digital world and the physical world. In the digital world, everything goes faster. But in the physical world, the transport system for distribution is rather slow and has to deal with congestion on the roads. As long as this problem remains unsolved there is little chance for success.

What factors did the company overlook?

Firstly, Streamline.com operated in a business where perishable goods are sold online and have to be delivered within a short period of time. Otherwise, the customer would refuse the products and revenue would be lost. But this is exactly the area where the major problem shows up: distribution in the physical world (as mentioned above).

Secondly, customers were not aware of the brand. Streamline.com does not indicate whether the customer landed on an airline company’s website or on another company’s. The verb to streamline means to make something such as a business, organization etc. work more simply and effectively. But this does not necessarily stand for an online grocer. Thus, the brand name is not kept simple and stupid (KISS) and therefore is hard to remember, let alone to link with an online grocer.

Thirdly, the company overlooked the peoples habit. Customers adopt slowly to the new opportunities of shopping online. The technology moves forward, but people need more time to experience the new set of opportunities and adapt their habits. Furthermore, one cannot expect customers to wait at home for their groceries to be delivered.

Fourthly, you ought to have customers who are affluent and busy enough to pay for the delivery of the groceries. Their opportunity costs must exceed the costs for delivery so that they see a benefit of shopping online. But only few people belong to this group of customers.

Fifthly, Streamline.com had no mixed hybrid model (as mentioned above).

Sixthly, there are grocers who may offer their products direct-to-customer. This can be compared with Gap.com, a clothes manufacturer with an own online shop. The manufacturers can earn higher profits this way and can preserve the know how they obtain from experimenting with web shops.

Seventhly, the overcapacity before and after peak hours lead to high costs.

Eighthly, customers could not see a real benefit in shopping groceries online. Prices would have been so low that it would have been a clear price advantage. But due to delivery costs, this can hardly ever be reached. But a differentiation strategy is hard to implement with groceries unlike with other high quality gear.

Finally, customer’s shopping experience must not be underestimated. Where people spend so many hours online, they could be happy to take a break and go shopping. Besides, they can simultaneously get their money from the ATM and do other things while shopping in the real world.

In sum, Streamline.com might not have had a working business model before going big fast. Having a business model that is not exaggerated is crucial before taking up operations. Even though, an online company has to grow fast in order to be competitive, it must mature with the experience gained from operations. Small but consecutive growth can be an alternative. This allows the company to immediately adapt the strategy to the new necessities, while learning from previous mistakes.

In the end, Streamline.com paid its price of being a pioneer, but leaves a legacy on which future online grocers can build up. They will not pay a price as high as Streamline.com had, if only they can learn from Streamline.com’s mistakes.
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