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Whole Foods Market Review

CURRENT SITUATION


Founded in Austin, Texas Whole Foods Market is a grocery store offering organic and natural products. It has hundreds of locations globally. This grocery store has been attractive to many who are looking to eat healthier while also helping smaller business in the same market. The company has been successfully growing since its creation in 1978, however many competitors have been stepping up and stealing some of the business away from Whole Foods (The Decline Of Whole Foods Market, 2012). Despite this, Whole Foods sales are up and profits are up. In fact, stocks are up and have outperformed all other stocks. The stocks, profits, and return on equity (ROE) reflect how well the company is performing along with the fact that the company hardly carries any debt. An article on Motley Fool suggests this success is a reflection of Whole Foods Market’s mission (Godelnik, 2012).


As of 2012, Whole Foods Market had 335 stores with 322 in the United States, 7 in Canada, and 6 in the United Kingdom. Even with the recession in 2008, Whole Foods continued to thrive. The 2012 annual report reflects an increase in profits each year from 2008 to 2012 (Whole Foods Market, 2012). Sales have also increased over the past few years, demonstrating a strong financial situation and investment for shareholders. According to Reuters the 5-yr return on equity for Whole Foods is above the industry with 11.52 to 9.27 respectively. The gross margin 5-yr average shows slightly above industry average at 35.75 to 35.50 respectively. These types of profitability ratios reflect the environment of the business. These are reviewed when analyzing the financial stability of the company (Profitability Ratios, 2010).

MISSION AND VISION


Whole Foods Market’s mission statement, “to promote vitality and well-being for all individuals by offering the highest quality, least processed, most flavorful natural and naturally preserved foods available” which aims to set standards for excellence (Meador, Britton, Phillips, & Howery). The company’s vision is a sustainable future. This means our children and grandchildren will be living in a world that values human creativity, diversity, and individual choice. The company’s core value reflects what is important. These values include;

· selling the highest quality natural and organic products,

· satisfy, delight, and nourish our customers,

· support team member excellence and happiness,

· create wealth through profits and growth,

· serve and support the local and global community,

· practice and advance environmental stewardship,

· create partnerships with our suppliers, and

· promote health of stakeholders through healthy eating education (Our Core Values, 2013).

CURRENT STRATEGY


The company’s current strategy has been in motion since 2002. Whole Foods Market came up with a unique strategy. It is to open large stores that fit their values and goals instead of acquiring small chain stores and remodeling. The thought process behind this strategy was to offer an interactive store with a cozy atmosphere that would invite people to look around and enjoy the experience. The strategy is to create a place for people to go to relax away from home and work (Meador, Britton, Phillips, & Howery). The company utilizes a value-added pricing strategy, also known as a differentiation strategy, which is keeping customer loyal by offering something they cannot get anywhere else (Anh, Hailu, Otake, & Yong, 2013).

GOAL AND OBJECTIVES


The motto of Whole Foods is “Whole Foods, Whole People, Whole Planet”. This goes hand-in-hand with the goal of being more than just a retailer of food. Whole Foods Market’s objective is to expand to an international brand that is known not only with organic/natural foods, but also as the best retailer compared to surrounding competitors. The thought is that all shoppers appreciate the great produce offered. The company wants to produce more growth than its competitors (DeMarco). Mainly, the company wants to sell high quality products and offer high value to the customer making them highly competitive (Declaration of Independence, 2013).

COMPETATIVE ANALYSIS

The internal rivalry in the organic/natural grocer industry is strong. Wild Oats Marketplace, Trader Joe’s along with traditional grocer’s like Kroger, Safeway, Albertson’s Target, and Winn Dixie are becoming major players (Whole Foods Market) and are intensifying the competition. If traditional grocers like those listed above start offering organic and natural products then it takes more business away from Whole Foods. This competition comes in the form of the selection of products, customer experience, customer service, atmosphere of the stores, and price (Whole Foods Market, 2012). Many established companies like Target and Winn Dixie are larger companies and can offer lower prices creating even more competition, which is typically a deciding factor for consumers. Many of these companies only have a small section or an aisle or two at this time, but with the popularity of organic foods they will expand these options quickly (Writers Muse, 2013). Unlike the high competition from established companies, new entrant into this market is moderate due to barriers of obtaining effective supplier distribution channels, the high capital costs in opening a store in this industry, and finding good resources that understand and have the knowledge to start a successful business in this market (Whole Foods Market).

Substitution is also moderate. The higher prices of organic groceries can be a threat to Whole Foods when the economy is not doing well. There are no options to substitute for organic products so those that are looking for healthy and organic products are not going to purchase non-organic items. There are grocery stores as mentioned above that do offer organic products, but a limited selection.

Supplier power is a high threat due to the supply of organic products is not keeping up with the consumer demand. Whole Foods is sponsoring local growers, co-ops, independent and family farms, however United Natural Foods, Inc. accounts for 31% of Whole Foods purchases for 2011 and 2012. This creates the question “will there be organic food shortages in the future with a limited supplier pool” (Whole Foods Market, 2012).

In contrast, buyer power is moderate. Even though there is little or no buyer switching costs since there are a limited number of places to purchase organic items, other options are still available. It depends of what level of health concern people have and how convenient organic items are or are not. Another issue for buyers could be cost (Whole Foods Market).

This causes a concern whether Whole Foods Market can sustain profitability on a long-term basis. In 2012, Whole Foods has a 21-year compounded annual growth rate of 26% while identical stores have growth at approximately 8% in the past 15 years (Whole Foods Market, 2012). Industry experts are predicting steady growth of 9% or more in organic foods (Organic Food Trends, 2002-2013).

ANALYSIS


Whole Foods need to continue its acquisition of stores and building new stores to keep ahead of the competition. The company has been very successful in its growth rate over the past 25 years. Even with supporting local farmers and co-ops, owning more organic farms could help decrease the cost of the food and alleviate having to negotiate prices with vendors. Whole Foods could also lower its prices. This could help keep its current market shares or even increase its stock price. However, this might be the most difficult alternative to implement. Whole Foods’ mission is to provide high quality items, which typically cost more money, causing the company to price the products at high rates. Unfortunately, some cost-conscious consumers may not purchase them.

GENERAL ENVIRONMENTAL ANALYSIS

STRENGTHS


First and foremost, Whole Foods Market is the organic market industry leader with 25 years of growth in double digits. But one thing that boosted Whole Foods to this position is the fact that they took the traditional health food store and expanded the product offering and product lines (SWOT Analysis Whole Foods, 2000-2013). This launched them into their current position along with an experience staff and grassroots management. Whole Foods has a superior reputation for the variety and quality of the products offered in their stores (Whole Foods Market's Unique Work Culture and Practices, 2006). The company also has a hip image that attracts the younger generation (SWOT Analysis Whole Foods, 2000-2013). One thing that is unusual about the company’s website is a blog, recipes, sale items, tips, educational information, and more (Welcome, 2013).

WEAKNESSES


Right now there are a limited number of organic suppliers available, which means a limited supply of organic products. The number is growing, but not as quickly as the demand for organic products. What also hurts Whole Foods is the price of some of their organic products (Meador, Britton, Phillips, & Howery). Not everyone can afford these products and also if the economy is not doing well it can affect the amount of people shopping for the higher-priced organic products. The fact that much of the company’s products are perishable, which must be sold within a certain amount of time could hurt the company if people are not buying.

OPPORTUNITIES


Many people perceive health foods as being more expensive than other foods. This is not always the case. The company does offer foods that are comparable to those at competitors. Whole Foods need to continue to work on changing the perception of healthy food being more expensive. The company also needs to find a way to “give back” to its consumers. When the economy is shaky and consumers might be hesitant to by organic foods. Giving back to the consumers would bring them in the doors. Another opportunity would be to get involved with the community to make more people aware of their products and what else they offer. This can enhance Whole Foods brand image and customer loyalty (SWOT Analysis Whole Foods, 2000-2013).

THREATS


As discussed earlier in the study, the number of competitors in the industry are increasing and threatening the continued success of Whole Foods (Meador, Britton, Phillips, & Howery). Also, the current economy of the United States, which has prompted more American’s to save money instead of spending money. Food is a big expense and so many people look for cheaper food items to save money instead of spending money on organic products. Another issue is government regulations. Any changes on organic food regulations and labeling would also influence consumer spending (Fantle, 2013).

RECOMMENDATIONS


Recommendations must take into consideration the strengths and internal abilities of the company to fix weaknesses and be proactive in preparing for threats. Whole Foods must continue expanding on their differentiation strategy. It is recommended that Whole Foods Market expand its consumer base by targeting other groups like the baby boomers by promoting healthy eating. This generation is eating healthier, which is a good reason to target this group (Nunes, 2013). The company should also utilize the health and wellness industry by creating an organic weight loss or weight maintenance line utilizing a celebrity to endorse the line. This will be used to educate consumers about benefits of organic foods. Whole Food already has an exclusive brand like Wal-Mart’s Great Value, however they need to expand on it. They could create a frozen food, baby food, or other product line under this brand to reach more consumers. Everyone knows the Great Value brand. I utilize it myself and do not see a difference from the name brands (Wong, 2011).


Another recommendation would be to expand internationally. The company has 6 stores in the United Kingdom, but Germany and France has the largest organic food markets along with the United States. China and Mexico are also seeing an increase in demand (Organic Food Trends, 2002-2013). Many other countries that include Austria, Italy, Spain, Poland, Czech Republic, and the Netherlands are seeing an increase in organic sales and farms (International Organic Market on an Upward Trend, 2010).
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