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Distribution eCommerce

and Marketplaces
We have all experienced rapid technological change over the past twenty years. Consumers
now spend $1 in $5 online as the COVID-19 crisis accelerated supply chain digitization by
three to four years1. In this paper, we will explore how rapid digitization relates to B2B 
foodservice distribution, how distributors can avoid digital disruption, and most importantly, 
realize the benefits of digital adoption.

The majority of restaurant 
operators interviewed by 
Applico already place at least 
one digital order each week 
for general convenience and 
to earn financial incentives 
in exchange for automatic 
payments. Distributors 
benefit from fewer errors, 
real-time order tracking, 
shorter accounts receivable 
cycles, and an expanded 
special order assortment.

A marketplace employs a platform business 
model creating value by facilitating exchanges 
between two or more parties, namely 
consumers (buyers) and producers (sellers). 
Marketplaces facilitate transactions between 
consumers and producers rather than 
manufacturing or selling solely from inventory. 
This construct enables a marketplace to earn 
revenue without the costs and risks of owning 
or stocking inventory, charging a commission 
that is commonly referred to as a “take rate.”

What is a Marketplace?

Across business areas, the largest leap in digitalization 
is the share of offerings that are digital in nature
Average share of products and/or services that are partially or fully digitized, %
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1McKinsey
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https://www.applicoinc.com/blog/what-is-a-platform-business-model/


Marketplaces are most effective at 
connecting fragmented groups such as 
small, up and coming food 
manufacturers with independent 
restaurant operators. Many recent 
successful technology IPOs are platform 
businesses, as are a large number of
successful technology startups. 
Examples of successful platforms include 
Google, Apple, Amazon, Facebook, eBay, 
Instagram, YouTube, Twitch, Snapchat, 
Slack, WhatsApp, Waze, Uber, Lyft, 
Airbnb, Pinterest, Square, Social Finance, 
GitHub, Kickstarter, and ZocDoc.

These businesses are able to scale 
beyond first-party inventory stocked in a 
warehouse, offering products from third-
party sellers to expand the assortment. 
For foodservice, this means businesses 
like Amazon, Choco, and GrubMarket
facilitate transactions and collect data 
but often do not own the inventory they 
sell, instead passing orders to third 
parties for fulfillment. At the outset, 
selling on a marketplace (ex: Amazon) is 
a great way to expand sales; however, 
once a platform attracts a critical mass of 
customers, traditional incumbents risk 
being relegated to fulfilling orders and 
abiding by strict rules.

Digital bidding platforms are also 
gaining popularity whereby operators 
force food procurement through a 
bidding process requesting existing 
and competing distributors to submit 
proposals. Companies like MarginEdge
offer “food cost management” tools 
alerting restaurants when input prices 
change, tracking inventory, and 
optimizing distributor mix. These 
companies position themselves to DSRs 
as an opportunity to win new operator 
customers by bidding for new business. 
However, each new pricing data point 
increases the competitive pricing 
dynamic and drives down distributor 
margins, creating a “race to the bottom.”

Significant challenges exist for 
marketplaces in foodservice, including 
cold chain logistics, larger order sizes, 
and proximity to operators for 
perishable goods; all factors which 
have shielded the food industry from 
major digital disruption. However, 
several digital marketplaces, like Pod 
Foods and Specialty Food Partners, 
have been successful enabling special 
orders to be fulfilled directly by the 
manufacturers. These special orders 
are generally higher margin, 
representing a missed opportunity for 
distributors who currently own the 
customer relationship.

In summary, marketplaces facilitate price competition, 
disintermediate the customer relationship, and capture 
valuable data. Therefore, it is important to analyze what 
distributors can offer operators to leverage the benefits of 
a marketplace while preserving the relationship and 
access to associated data.
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https://www.amazon.com/
http://choco.com/
https://www.grubmarket.com/welcome
https://www.marginedge.com/
https://podfoods.co/
https://specialtyfoodpartners.com/


Marketplace Technology 
The technology powering a marketplace can simply be described as a website with 
multiple sellers for each product to promote price competition. These multi-tenant 
features enable aggregation of fragmented audiences like smaller manufacturers 
and independent restaurant operators through a feature rich platform. The software 
that powers these marketplaces are offered to the market in two formats - Software 
as a Service (SaaS) and Marketplace as a Service (MaaS):

Software as a Service (SaaS) 
is a technology product targeted toward 
B2C or B2B organizations that want to 
develop their own marketplace and 
maintain full control of the suppliers and 
products on the platform. These are 
generally sophisticated companies with a 
large internal IT capability to customize 
and deploy these software packages. 
Mirakl and Magento are prime examples of 
companies that offer a SaaS product. UNFI
and Kroger both use Mirakl’s software to 
operate their marketplaces. 

Marketplace as a Service (Maas) 
is a technology company that provides 
white label marketplace software AND a 
network of vendors to supply the 
marketplace, allowing enterprises to create 
their own marketplaces with immediate 
access to an existing network of suppliers. 
These marketplaces generally emerge in 
industries with highly fragmented supply, 
like food, where many new suppliers are 
gaining popularity. Mirakl Connect is a 
MaaS provider competing with other 
industry specific marketplaces which 
generally offer specific expertise through a 
white label solution.

Beyond marketplace software, two key components are needed 
to unlock interchangeability of suppliers on a marketplace and 
enable operators seeking a one-stop-shop with the best price, 
broad product selection, and order trackability. 
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https://www.mirakl.com/
https://marketplace.magento.com/
https://unfieasyoptions.com/
https://www.kroger.com/


Universal

Means every product on the marketplace 
must be uniquely and uniformly 
identifiable to facilitate price 
competition and ensure the exact same 
products are competing for purchase 
from different sellers. Industry standard 
product data sets, like GS1, are helpful 
but require real-time SKU rationalization 
and updates to maintain the integrity 
and usability.

Means sellers must be connected in
a real-time manner to calculate and 
reserve inventory, accomplished by 
upgrading from SFTP or EDI (single 
direction) to API (bi-directional, 
application level) communications.

Product Data 
Real-time
Connectivity

In our view, two immediate threats exist for foodservice distributors resulting 
in price competition, conformity to third party product data and connectivity 
protocols, and loss of the customer relationship through digital disruption:

1. Marketplaces
dominate high margin special order 
volumes, bypassing distributors, delivering 
direct to operators through parcel carriers 
and new last mile delivery entrants like 
Roadie (recently acquired by UPS), 
reducing the overall profit potential for 
traditional foodservice distributors.

2. Digital bidding platforms
similar to MarginEdge, gain traction with 
operators who require distributors to bid 
for orders, establish bi-directional 
connectivity between distributors and 
operators, standardize a unique product 
data set, thereby disrupting the 
distributor-operator relationship and 
squeezing profit margins.

Foodservice Opportunities
Restaurant operators recognize the need 
to connect the data from all facets of 
their business leading to the popularity 
of end-to-end platforms like Toast, which 
recently went public. Operators are 
seeking a one-stop-shop with features 
like reservations, guest and kitchen 
management, point of sale, loyalty and 
procurement. This has led to recent 
consolidation with American Express 
acquiring Resy, Olo acquiring Wisely, 
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SpotOn acquiring Appetize and 
Seatninja, Toast acquiring xtraCHEF,  
Lightspeed acquiring Upserve and 
Gastrofix, to name a few.

Distributors are uniquely positioned to 
preserve their operator relationships by 
forging digital inroads with restaurant 
operator customers. As a first step, 
distributors can ask their operator 
customers which front of house systems 
they use.

https://www.roadie.com/
https://www.cnbc.com/2021/09/22/toast-surges-in-nyse-debut-after-ipo-valued-company-at-20-billion.html
https://blog.resy.com/newsroom/american-express-and-newly-acquired-resy-unveil-new-culinary-collaborations-kicking-off-in-august/
https://www.businesswire.com/news/home/20211021005965/en/Olo-to-Acquire-Wisely-a-Leading-Customer-Intelligence-and-Engagement-Platform-for-Restaurants
https://techcrunch.com/2021/09/13/spoton-raises-300m-at-a-3-15b-valuation-acquires-appetize/
https://www.businesswire.com/news/home/20200811005253/en/SpotOn-Acquires-Seatninja-to-Help-Restaurants-Adapt-and-Thrive-in-Today%E2%80%99s-New-Paradigm
https://www.businesswire.com/news/home/20210610005096/en/Toast-Acquires-xtraCHEF-to-Empower-Restaurants-with-Insights-into-Menu-Profitability-and-Accounts-Payable-Automation
https://www.lightspeedhq.com/blog/lightspeed-acquires-upserve/
https://www.lightspeedhq.com/news/lightspeed-pos-inc-announces-the-acquisition-of-gastrofix/


Potential Paths to

§ The top row reflects solutions that 
generate new customer orders 
through eCommerce (single seller) 
platforms and Marketplaces (multiple 
sellers 
competing on price). 

§ The bottom row reflects solutions 
aimed at industry collaboration 
through connectivity and product 
data. 

Digitization for Distributors
The below matrix outlines potential 
options to help distributors digitize 
and connect more effectively with 
operators. 

Customer
Demand

Lower Complexity Higher Complexity

Industry
Collaboration

Connectivity Product Data

eCommerce Marketplace
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§ The left column (eCommerce and 
Connectivity) represents lower 
complexity and lower risk initiatives 
from a technology lift and competitive 
pricing perspective. 

§ The right column (Marketplace and 
Product Data) contains solutions that 
are 
more difficult to establish and in the 
case of Marketplace, represent the risk 
of 
price competition. Each path comes 
with unique benefits and risks 
discussed 
in detail below.



(top left of matrix) promise to improve 
user experience, expand product 
assortment, and increase order sizes with 
a tangible path to protecting the 
customer relationship. Customization of 
these technologies may require an in-
house IT capability or sizable investment 
to deploy. These solutions offer the 
benefit of an improved digital experience 
and ability to capture special order 
volumes.

1 eCommerce solutions

It is also important to consider the 
operator customers’ priorities 
when developing a digital strategy. 
The above considerations should 
be combined with your operator 
customers’ goals and priorities.

(top right of matrix) can be utilized in 
two ways: 1) to establish custom solutions 
using a SaaS offering like Mirakl to 
capture special order volumes; or 2) 
participate as a seller on marketplaces or 
place bids for new business through cost 
management platforms. First, a custom 
marketplace requires a complex 
technology initiative generally 
undertaken by companies like Kroger 
who maintain extensive in-house 
technology resources. Selling on 
platforms like Amazon or GrubMarket
and bidding on cost management 
platforms like MarginEdge could enable 
distributors to increase sales in the short 
term but risks relinquishing control of 
consumer relationships, abiding by strict 
rules, and loss of data access in the 
medium term.

2 eCommerce solutions

(bottom right of matrix) represents the 
need for detailed data on each product 
SKU to support eCommerce features, 
facilitate Marketplace participation, drive 
user experience improvements, and 
increase order sizes. Industry standards, 
like GS1, can act as a foundation but 
supply chain participants must 
continuously rationalize and improve the 
data quality towards an industry 
standard to defend against marketplaces 
like Amazon.

3 Product Data 

(bottom left of matrix) represents the 
real-time, bidirectional communication 
protocol essential to operators moving 
from EDI to more modern connection 
protocols like API. Upgrading these 
capabilities is imperative to serve 
operators seeking an end-to-end 
solution.

4 Connectivity
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Restaurant Operator Priorities

1. Provide customers with high quality 
service with a digital environment 
customized to the restaurant’s style 
and in-person experience

2. Communicate digitally with 
customers before, during, and after 
their visit in line with the restaurant’s 
brand and experience

3. Operate efficiently to optimize labor 
resources, minimize wastage, and 
track inventory for accurate ordering

4. Procure quality products at the 
lowest possible price and highest 
available service levels 

5. Track all operating data by closing 
the loop between input costs and 
point of sale transactions to maximize 
revenue per unit of input

In consideration of the operators’ needs, we’ve gathered the main digital 
priorities from our restaurant operator customers:

To address these priorities, 
operators are seeking to adopt 
platforms that can serve their end-
to-end needs by capturing and 
analyzing data to provide insights 
that drive efficiency. Given the 
recent consolidation noted earlier, 
there are many end-to-end 
platforms available in the market 
but distributors must be able to 
communicate with these platforms. 
This includes capabilities in the 
areas of both product data and 
connectivity.
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Build vs Partner Analysis

Marketplace strategy is a complex 
subject with many potential risks 
including margin compression and 
customer disintermediation. The matrix 
reflects the view that larger broadline 
distributors (greater than $1B annual 
revenue) are best positioned to build or 
acquire technology capabilities while 
midsize to smaller distributors are best 
positioned to develop partnerships. 

Furthermore, marketplaces represent a 
“Winner-Take-All Dynamic” meaning as 
the supplier base grows, they are able to 
develop a dominant market position and 
take ownership of all facets of digital 
commerce including eCommerce 
volumes, connectivity protocol, and 
universal product data. 

Applico has developed the below matrix as a way to analyze how distributors 
large, medium and small can prioritize their digitization strategy.

Build your own Seek Low Risk 
Partnerships

Consider High Risk 
Partnerships

Large Broadliners
$1B+ Revenue

YES MAYBE MAYBE

Midsize Distributors 
$200M to $1B Revenue

MAYBE YES NO

Smaller Distributors
<$200M Revenue

NO YES NO
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This dominance is what enabled Amazon 
to grow market share in general retail. 
Therefore, only the largest distributors in 
the space can afford to partner with high 
risk companies in the marketplace area 
of the potential paths matrix (Amazon, 
Grubmarket, BlueCart, MarginEdge, 
Choco, and Mirakl). Some platforms offer 
SaaS tools, like WholesaleWare by 
GrubMarket, but distributors should be 
wary as these tools are only meant to 
strengthen their marketplace and 
increase price competition.



In summary, we have assembled some guiding principles to help distributors adopt 
the technology necessary to enable the digital environment operators are seeking. 
By enabling digital adoption, distributors can increase lock-in with their customers 
and reduce the risk of price competition and customer disintermediation. 

1. Seek partners with product data 
capabilities and broad access to 
manufacturers in the supply chain: 
the universality of Amazon’s ASIN is a 
significant competitive advantage 
and necessary to facilitate B2C and 
B2B eCommerce, beginning with the 
foundational GS1 initiative, 
distributors should pursue product 
data with deeper attribution and 
direct access to manufacturers with 
the ability to continuously improve 
and share this data.

2. Adopt technology with a real-time 
connectivity capability: 
implementing eCommerce requires 
suppliers to be connected via a real-
time, bidirectional connection to 
reserve inventory and relay orders for 
immediate fulfillment. 

3. Answer the demand from operators 
for high quality eCommerce tools: 
serve customers digitally by offering 
technology to operators that connect 
with the data originating from their 
front of house systems (reservations, 
menu, point of sale, etc.) allowing 
better insights and inventory 
management.

Conclusion

Guiding principles for digital adoption
4. Avoid direct price competition and 

bidding platforms: the immediate 
risk posed by bidding platforms and 
longer term risk of marketplace 
adoption are both aimed at forcing 
direct price competition, instead 
distributors can adopt technology 
that helps customers achieve their 
goals without aggressive discounts. 

5. Utilize platforms that capture 
special order volumes: the most 
immediate threat from marketplaces 
is the loss of access to special order 
revenues due to the inability to stock 
new items without predictable 
inventory turnover, therefore 
distributors should seek platforms 
that allow for some monetary benefit 
for originating special orders with 
operator customers.
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https://amazon-asin.com/


Recommendations
In summary, we believe the most 
advantageous path for foodservice 
distributors is to focus on partnerships 
that provide superior digital experiences 
for operator customers and seamlessly 
connect with the front of house software 
solutions operators use to manage guest 
and kitchen operations for their business. 

The ability to communicate with these 
front of house solutions is essential to 
support the operators’ ability to glean 
insights from supply procurement 
through menu, recipe, and point of sale 
with the guest. Absent the ability to 
connect data from procurement, 
operators will continue to seek price 
reductions from distributors, or worse, 
force a bidding process or adoption of a 
marketplace to promote price 
competition. 

We also believe an opportunity 
exists for distributors willing to 
adopt new digital tools. 

Offer new special order products 
without the need to stock them in 
the warehouse, thereby capturing 
volumes that otherwise go to 
marketplaces

Reduce ordering errors through 
digital re-ordering, auto-review 
algorithms, and electronic 
confirmations

Gain workforce efficiencies and the 
ability to more easily upgrade other 
systems with warehouse 
management and routing 
functionality

Improve operator experience with a 
seamless omnichannel approach 
- phone, in-person, web, and mobile 
app - to reduce time spent for 
operators

Provide simple connectivity to 
operators’ front of house systems 
to support analytics and secure 
operator lock-in
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Distributors that upgrade can:



DISCLOSURE
The views expressed here are those of the 
individual Applico LLC (Applico) personnel quoted 
and are not the views of Applico. Certain 
information contained here has been obtained 
from third-party sources. While taken from 
sources believed to be reliable, Applico has not 
independently verified such information and 
makes no representations about the enduring 
accuracy of the information or its appropriateness 
for a given situation. 

This content is provided for informational 
purposes only, and should not be relied upon as 
legal, business, investment, or tax advice. You 
should consult your own advisers as to those 
matters. References to any securities or digital 
assets are for illustrative purposes only, and do not 
constitute an investment recommendation or 
offer to provide investment advisory services.

Furthermore, this content is not directed at nor 
intended for use by any investors or prospective 
investors, and may not under any circumstances 
be relied upon when making a decision to invest 
in any fund managed by Applico.

(An offering to invest in an Applico fund will be 
made only by the private placement 
memorandum, subscription agreement, and other 
relevant documentation of any such fund and 
should be read in their entirety.) 

Any investments or portfolio companies 
mentioned, referred to, or described are not 
representative of all investments in vehicles 
managed by Applico, and there can be no 
assurance that the investments will be profitable 
or that other investments made in the future will 
have similar characteristics or results. Charts and 
graphs provided within are for informational 
purposes solely and should not be relied upon 
when making any investment decision. Past 
performance is not indicative of future results. The 
content speaks only as of the date indicated. Any 
projections, estimates, forecasts, targets, 
prospects, and/or opinions expressed in these 
materials are subject to change without notice 
and may differ or be contrary to opinions 
expressed by others. Please see Applicoinc.com for 
additional disclosures.
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with Applico

Follow us 

Phone
+1 877.688.7576

Email
info@applicoinc.com
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Website
www.applicoinc.com

Facebook

Twitter

LinkedIn

AngelList

https://www.youtube.com/user/ApplicoInc
https://www.facebook.com/Applico
https://twitter.com/Applico
https://www.linkedin.com/company/applico
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