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Research Objectives 

E-Delivery is defined as (on demand) delivery of physical goods purchased over the Internet. When the 
Internet is used for trading of digital (e.g. software) or digitizable (e.g., currency, music, travel tickets) 
products, the entire transaction can be completed virtually and full benefits of the powerful new 
medium, the Internet, are realized. However, majority of products are physical goods that require 
physical movement of goods - thereby, posing tremendous challenge to the business models that try to 
exploit the benefits of the new medium for majority of retail commerce categories. 

Will the stark realities of handling and transportation of physical goods limit the potential of the 
Internet? Or, will new, perhaps revolutionary ways of moving the physical goods be found so that the 
new medium can go beyond revolutionizing information and financial transactions, and also 
revolutionize retail commerce of physical goods? [30] 

Over the last two years, the world has seen dramatic rise and fall of "dot coms" and significant many of 
them in the so-called B2C (business to consumer) arena. It seems like every conceivable e-business 
model has been tried and tested, and final verdict has been delivered as one hears phrases like "B2C is 
dead". And the evidence is powerful - over 90% of B2C e-commerce companies have disappeared or 
are close to disappearing. Does it mean that B2C e-commerce is truly limited in potential? Are the 
troubles of the B2C e-commerce companies caused by lack of consideration to the challenges of 
physical delivery of goods (as the opinion of Fred Smith, CEO of Federal Express, seems to indicate)? 
Among the rubble of B2C e-commerce companies, are there any gems that will last forever and 
significantly change how we buy and consume our daily products? 

To answer these questions, we critically analyzed one category of B2C e-commerce companies, 
namely, online grocery or e-grocery stores. We picked grocery retail for performing our analysis 
because handling and movement of groceries is among the most complex of all retail products. 
Therefore, arguably, if Internet business models can conquer grocery retail, penetration of most other 
retail categories would be rather simple. 

Using a generalized cost model, we compared the theoretical costs of doing business for different e-
grocery store models and contrasted with traditional brick and mortar grocery store. Using this 
analysis, we developed a set of conclusions about which models show promise for which market 
conditions. Then we looked at the financial performance of existing e-grocery companies and 
hypothesized the root causes of their troubles. Finally, we made some bold and perhaps provocative 
predictions about the future of retail industry. 
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