
Micro-Fulfillment Transforms 

Supermarkets into Logistics Nodes

The online grocery race continued 

to heat up last month as grocery 

retailer Meijer entered the micro-

fulfillment arena. Meijer, which has 

over 200 stores across the Midwest, 

recently announced a partnership 

with supply-chain technology firm 

Dematic to implement proprietary 

robotics and order-processing 

technology in its supermarkets. 

Selected stores will dedicate interior space comprising 

roughly 10,000 square feet to serve as warehousing 

and fulfillment areas for rapid e-commerce pick-up 

and delivery.1 

The Meijer-Dematic partnership will essentially 

transform a portion of the chain’s supermarkets into 

logistics nodes that combine the functions of both 

retail centers and fulfillment centers. By locating a 

separate e-commerce warehouse space in customer-

facing retail stores, Meijer’s e-commerce business 

benefits from the proximity of grocery stores to large 

residential populations, without encumbering the 

store’s aisles with professional online grocery pickers. 

For Meijer’s stores, some of which are over 200,000 

square feet,2 this means giving up a small amount of 

store space in order to greatly expand capacity for 

online grocery orders while maintaining an appealing 

in-store experience.

Micro-fulfillment is part of a larger trend in 

which grocery businesses seek to expand their 

complementary e-commerce grocery shopping 

channels while maintaining profitability. Retailers 

today are battling rising e-commerce fulfillment costs, 

which are particularly acute in the traditionally low-

margin grocery business (see January 2018 Longpoint 

Commentary “The Challenges of Online Grocery”).3 

Technology firm Fabric (formerly CommonSense 

Robotics) estimated that grocers incur a cost of $20 

per $110 order when hand-picking groceries, leading 

to an unnecessary loss of approximately $5 to $15 on 

each order.4 Further, because the main cost driver in 

the grocery industry is human labor, the fulfillment 

process does not benefit from economies of scale. 

Micro-fulfillment stands out as one of the best solutions 

for cost-effectively automating this process.

Sedano’s Supermarkets, a Hispanic-focused South 

Florida supermarket chain, and Takeoff Technologies 

have also forged a pioneering partnership in the micro-

fulfillment sector. Beginning in October 2018 in the 

Miami-Fort Lauderdale area, Takeoff began operating 

a Sedano’s micro-fulfillment center that is being 

branded as “the world’s first robotic supermarket.”5 

In this automated system, plastic “shuttle boxes” 
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FIG. 1 PROPORTION OF GROCERIES PURCHASED ONLINE

Most SomeAll or Almost All

Walmart 22.3%7.3%5.8%

Target 25.7%4.6%4.6%

Kroger 18.0%7.7%9.0% 34.7%

34.9%

35.4%

FIG. 2 PROPORTION OF U.S. ONLINE GROCERY SALES

1.8%

1.9%

2.1%

2.3%

2.7%

3.5%

4.1%

4.8%

5.5%

6.4%

7.4%

8.6%

9.7%

'10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22

12%

4%

0%

8%

Rob Delaney 

Intern

longpoint.com 

(617) 861-9760

Dwight Angelini 

Managing Partner

(617) 861-9761 

angelini@longpoint.com

Tom Stipanov 

Associate

(617) 861-9772 

stipanov@longpoint.com

move along conveyer belts picking up groceries 

ordered online, which are then received, checked, and 

conveyed to customers by Sedano’s staff. This example 

illustrates how micro-fulfillment partnership strategies 

allow smaller grocery chains to replicate the online 

grocery model undertaken by mega-retailers such as 

Walmart and Target without making large investments 

in staff, robotics, and infrastructure.6 

Micro-fulfillment is gaining traction across the grocery 

sector as key players grow their online grocery 

offerings. Thus far, Dematic’s key partnerships 

include Safeway and Meijer.7 Takeoff Technologies 

has installed micro-fulfillment systems for Albertsons, 

Stop & Shop, Wakefern, and Sedano’s. While Walmart 

has developed its own proprietary order-fulfillment 

technology, it also recently announced a partnership 

with Alert Innovation to test a 20,000 square foot 

Alphabot micro-fulfillment system in its Salem, New 

Hampshire supercenter. America’s largest grocery 

chain, Kroger, has partnered with Ocado to run three 

automated stores as of April 2019, with plans for 17 

more8 (see Longpoint Summer 2019 Review “Across 

the World and Around the Block”).9

Micro-fulfillment represents a major process innovation 

in the grocery sector and is likely to expand significantly. 

This supermarket-based system allows grocers to 

utilize their existing store infrastructure to efficiently 

capture the growing demand for e-commerce 

grocery offerings. By 2022, 10% of grocery sales are 

predicted to be online.10 Hence, converting sections 

of existing retail stores to micro-fulfillment centers 

that leverage emerging technologies will expand the 

sales penetration of neighborhood supermarkets and 

thereby maximize value to U.S. grocery shoppers. 
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