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PREFACE

In front of you is the final deliverable of my graduation project of the MSc Strategic Product
Design at the Delft University of Technology, in collaboration with Picnic. Itis a result of a five-
month research and design project.

This project enabled me to combine my interest in digital products and user behaviour.
Having the opportunity to analyze data to substantiate qualitative insights was a very
saftisfying experience. It reinforced my belief that designers should collaborate more closely
with business stakeholders, and embrace ways to quantify good design.

In addition to exploring these interests, | learned a great deal about organizations, feams
and individuals which has helped me become a more complete strategic designer. Finally,
combining theoretical concepts from fields such as psychology, innovation management
and design was a very informative experience.

Thanks Deborah for helping me see the bigger picture, and make tough choices. Your sharp
mind and logical thinking were invaluable in this often complex project.

Thanks Jeroen for the support, inspiration and critical feedback. Our frequent calls helped
me get unstuck more than | would like to admit.

Thanks Jelten for your insightful feedback and for making the fime to provide help
where needed. Our chats helped me to understand all the dynamics involved in product
development far better.

Thanksto the entire Picnic organization, that presented me with avery interesting graduation
topic and access to all people and resources needed 1o make this thesis a success.

A special thanks to all the people participating in the interviews, workshops and casual
coffee chats. Additionally, | could not have done this project without the feedback of my
friends, fellow students and Picnic interns who shared valuable feedback and insights.

| am excited to share what | have learned over the past 5 months.
Enjoy the read!




EXECUTIVE SUMMARY

The aim of this thesis is to increase retention for
Picnic by creating a habit-forming store.

Currently, conversion rates are subopfimal. In areas
where Picnic is active roughly half of all households
downloads the app and registers. However, the
conversion of this group to active customers is sub-
optimal, meaning that not all users are retained.

Sub-opfimal refention rates hurt companies, as they
miss opportunities for business growth, increasing
their profitability and cost savings.

This effects also holds true for Picnic where it takes
three orders o break-even on that specific customer.

Project context

This thesis focusses on the Dutch market, as this is
where Picnic as its sfrongest presence. In addition
to that, the Dutch online grocery market is the most
advanced in Europe.

This thesis focusses mainly on the compefition with
physical supermarkets, because the growth of the
online groceries segment stems from consumers
switching from physical supermarkets to online
grocers.

Increasing the retention rates has a positive impact
on the users of Picnic and society as a whole:

[t increases the amount of free time for users, helps
them save money, and it reduces food waste and
emissions.

Theoretical foundation

Retention

Refention is driven by the perceived utility on one
hand and switching costs on the other. Both these
dimensions are influenced by the habits of users.
Perceived ufility increases as the users gain more
experience with the product, leading to a faster
and more pleasant experience. Switching costs are
influenced by the investments a user makes in
product, and by uncertainty about whether other
companies can provide similar value.

Groceries are eminently a habitual consumption:

+ They are high-frequency purchases.

« Groceries have a limited variability over fime.

+  Grocery shopping is a behaviour that is
learned over long period of time.

Therefore, the challenge of this thesis is to help more
users successfully form a habit around using Picnic,
thereby converting into active customers.

Habits

Habits are formed when both frequency and
perceived ufility are high enough. A habit has

four elements: The trigger, action, reward and
investment. Currently, most customers fail in the
action element of the habit loop. This is due to either
a lack of ability or a lack of motivation.

This theory on habits and its connection is visualized
in the figure below.

The theoretical framework

User research

The theorefical framework was combined with
extensive user research to define what type of users
currently are able to form a Picnic habit.

The qualitative user research consisted of o
combination of inferviews, workshops, user

festing sessions, surveys and concierge tests. The
quantitative user research consisted of analyses

of in-app user behaviour data, purchase data,
demographic analysis and market size estimations.

Early market

Users that successfully form a Picnic habit, and
thereby form Picnic’s early market have both high
motivation and high ability fo use the service.

The high motivation results from the users being
fime-constrained, having physical limitations, and

experience going fo the supermarket negatively.
This group’s high ability is a result of their high ability
fo plan, their relatively predictable life, and the

guidance in food they receive from recipes and diets.

The majority of this group are families, which are
also the most profitable customers for Picnic.

Product strategies

By combining the insights from user research with
the theoretical framework, three product strategies
were proposed that help more users form a strong
Picnic habit.

First more different types of users are enabled to
place orders by their increasing their motivation
and ability. Once these users are enabled fo order
at Picnic, their frequency of interaction is increased.
Finally, when these users are inferacting with this
app frequently, users remain engaged by an

app that improves with each usage-cycle. This
happens through both user- and Picnic- driven
personalization.

The three product strategies

Implementation of product strategies
These strategies must be embedded in the store

feam and Picnic organization in order fo be effective.

In order fo do so, three organizational challenges

must be overcome:

+ Challenges in aligning teams across the
organization,

+ Challenges in creating buy-in for customer
focused projects

+  Challenges in autonomous decision making,
due fo large dependencies between feams.

Product design framework

To deal with these organizational challenges, the
strategies are franslated info a product design
framework.

Product design framework

This framework provides the feam with clear
guidance and inspiration, while being concise and
measurable for the rest of the organization. This
leads to companywide buy-in.

Validation

The framework was validated in two steps in a
session with customers and in an infernal session.
The results of these validation steps indicate that the
framework is likely to be successful, but it can only
fruly be proven by implementing it and putting it 1o
the test.

Implementation

To achieve successful implementation, the
framework must be clearly communicated and
embedded in the daily work of the team. The latter
should happen in both creative activities and
evaluative activities.

Conclusion

The framework helps the store team o set a course
for alonger period of time. It helps the team focus
on solving the right problems for its users, by
providing a way to visualize these problems and
the effect the solutions should have. The vision

and strategies provide the team with direction

and help stakeholders across the organization
align. The framework is not a definitive ‘how-to
guide’ on building a habit-forming store, and its
implementation and the subsequent execution are
crucial for its success.
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1.0
C H A PT E R 1 This chapter introduces the project and its context. A structured

overview of the company, the product and their influence on the
scope of this project. The chapter will be concluded with the problem

statement.

In this chapter:

11 Infroduction

1.2 Company context
1.3 Product context

1.4 Scope of project
1.5 Problem statement




11 INTRODUCTION

In this chapter the company and the assignment on which this thesis focusses is introduced.

Picnic is an online supermarket with an app-only
strategy. This means that the only way for the
customers to shop is through the Picnic app. Picnic's
customer friendly service' and its free deliveries have
led fo anincrease in the volume of online grocery
shopping in the Netherlands (Bos 2018), referred to
as “the Picnic effect” in national newspapers. Since
the founding of Picnic 4 years ago, the company has
acquired a substantial share? of the fast-growing
online grocery market.

Picnic is highly effective at acquiring new customers,
with roughly half of all households registering for
the service in cities where Picnic is launched. This is
mainly due 1o their unique value proposition of
high-quality groceries, delivered for free, with @
minimum order value of just €25.

Somehow, the value proposition that moves users fo
download the app and register does not suffice to
convert them into active customers. In order fo run

a profitable business, Picnic needs to achieve this
conversion. This process is referred fo in literature as
retaining customers. In this thesis, refention is defined
as the conversion from registered users into active
customers, meaning these customers have placed
at least five orders with Picnic.

The aim of this thesis is fo develop and implement
the optimal design strategy for Picnic’s store to
increase retention. This assignment consists of both
the conception of the optimal strategy as well as the
plan for its implementation.

Figure 1 - The Picnic store

1. Research by the Consumentenbond (2019) defined Picnic as the most customer friendly online grocer
2. Picnic is market leader in online groceries in the areas where the company is active (GFK, 2019)

1.2 COMPANY CONTEXT

This chapter looks at the context of the company that influences the customer experience and the team

dynamics.

Overview

In the 4 years since ifs existence, Picnic has acquired
a17% share (www.agf.nl) of the rapidly growing
online grocery market (37% for 2018 (foodmagazine.
nl)). Picnic’s share of the overall Dutch grocery market
is 0,7%, while it is only active in 70 cities. In these cifies,
Picnic can potentially reach 2,8 million people. In

the areas where the company is active, it has an
estimated 3,7% share of the total grocery market.
Due to ifs unique value proposition described in

the infroduction, Picnic manages to acquire new
customers (from now on referred to as registrations)
at relatively low cost. This first mover advantage is
not about being the first to offer online groceries,
but the first to offer it with free deliveries and with o
minimum order amount of only €25, as compared
to market leader Albert Heijn's €75 (AH.nl). This has
opened the market for online groceries for a much
larger part of the Dutch population (FD).

Logistical operation

The logistical operation is important o the customer,
as it determines when and for which price the
customer can receive his groceries. Picnic connects
producers with customers via an efficient logistical
operation, visualized in figure 2.

Figure 2 - Distribution model of Picnic

10 Chapter 1. Project context

Picnic mainly operates in the Netherlonds, where it
has 5 warehouses and 29 hubs to cater for the 70
cifies it operates in. These cities are spread out in the
west, middle and south of the Netherlands. Orders
have o be placed before 22:00, in order to receive
them the next affernoon or evening. On average
there is a period of 18 hours in between ordering and
receiving your groceries. The orders are collected

in the fulfilment centfres and then packed in crates.
Each crate is destined for one unigue customer.

This means that when an order is packed in the
warehouse, we already know for which city and
customer itis. This allows Picnic fo group orders and
ship to the hubs efficiently.

Despite its limited geographical reach (about 17% of
the Dutch consumers), Picnic has acquired a market
share of 0,7/%. This means that in the area where
Picnic is active, it has an average market share of
3,8%. In the first and thus most mature hub, Picnic
has a market share of 6,3%.

1. See appendix G.1 for the calculation of Picnic’s relative market share.
2. A hub is a last-mile distribution center located in the outskirts of the city.

Company context 1



1.2 COMPANY CONTEXT

1.2

COMPANY CONTEXT

High-paced growth

Picnic high-paced growth over the past years is
impacting its organization, and should thus be
considered for the purposes of this thesis. Due to
steady capturing the market in existing hubs, and
the opening of new hubs, Picnic has become one

of the fastest growing companies in Europe (TNW
2018). The growth of Picnic has three drivers: (1) New
cities, (2) new customers in existing cities, (3) more
orders from existing customers. Since its inception
in 2015, Picnic has roughly doubled its revenue
annually. Currently, Picnic serves 250.000 registered
customers, with another 70.000 people on the
waiting list. The organization developed in line with
the rapid expansion of customers and revenue. The
total number of FTE's increased to around 250 af the
headquarters, from just 10 FTE's in 2015.

Picnic expects the high growth of online groceries to
continue and plans to become the market leader in
this area. Experts estimate that from 2012 to 2020,
the online grocery market will have grown by 800%
(See figure 3).

Figure 3 - Estimated growth in share of online sales per
category in the Netherlands

This means that on average the market grows
by 30% annually. This vision is shared by the
Picnic management. One of the founders, Michiel
Muller states “I believe you will start doing a lot of
things online. It (market share of online groceries)
could easily go up o 20 or 30 percent, which

IS an enormous shift in such a huge market”
(MarketingFacts 2019)

Structure of the organization

The Picnic organization is structured in dedicated
feams, supported by so-called platform teams.
There are important dependencies throughout the
organization, as Picnic handles all distribution and
logistics themselves.

Sketch of dependencies

The dependencies are best explained by a
sketch of what happens when a customer
places an order:

When a customer is shopping in the app, he only
can order only the products that can certainly be
shipped fo him the next day. This means that the
app has to talk to the backend and forecasting
models about this availability. When the customer
finishes the order, an employee in the warehouse
will pick the right products, using dedicated Picnic
warehouse software. The crate will then be sent to
the hub, where a Picnic delivery man will take it to
the customer. When the customer has complaints
about his order, he will contact Customer Success
via de store app. The app allows him fo fake a
picture of products that have issues, such as fruif
that is not ripe. The CS team will provide feedback
fo the relevant department about what should be
Improved.

The store feam is part of the Tech team, that roughly
encompasses all tfechnology built by Picnic.

The team reports to CEO Joris Beckers.

Other important stakeholders for the store feam are:
+ Trading team

+  Merchandising team

+ Back-end team

+ Data engineering team

+  Growth team

The teams and interdependencies are visualized in
figure 4 on the next page.

12 Chapter 1. Project context

Figure 4 - Stakeholder map of Picnic’s store team

Positive impact of Picnic
In order to decide if this thesis contributes to the
design for our future paradigm, the impact Picnic
has on ifs users and society must be considered.
Picnic has a positive impact in four wawys:
1. Increasing the amount of free time
Dutch people spend up to 5 hours a week
(ING 2015) doing groceries. By using Picnic,
customers can reduce the fime they spend on
grocery shopping, creating more spare fime.
2. Saving money for customer
Due fo the low prices, and more deliberate
shopping process that keeps users from
making impulse purchases, customers
save money by using Picnic.

3. Reducing food waste
Picnic knows what products ifs customers
want the next day. Therefore, it does not
have to hold stock, and products can thus
not go past their expiry date. This reduces
the food waste a Picnic customer generates
with around 30% (Engelen R. 2018).

4. Reducing CO2 emissions
Picnic’s electric distribution vehicles reduce
CO2 and parficulate matters emissions,
as compared to customers shopping by
car, or non-electric delivery vehicles.

Due to these reasons, a successful retention strategy
will not only be worthwhile for Picnic, but also for its
customers and society as a whole.

Company context 13



1.2

COMPANY CONTEXT

Picnic’s brand

The solution this thesis proposes must be in line with
Picnic’s brand image. Picnic is building the image of
a friendly local milkman. When delivering groceries
athome, it is of the utmost importance that your
customers frust you. Therefore, the delivery vehicles

are small and friendly looking.

Figure 5 - A friendly Picnic runner delivering groceries

Figure 6 - The friendly looking EPV

All communication fo customers is informal and
playful. The delivery boys and girls (from now on
referred to as Runners) are recruited on good

communication skills and a friendly appearance.

14
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1.3 PRODUCT CONTEXT

As mentioned before, Picnic is an online-only grocer. This means that groceries can only be bought via the
smartphone app, which is called the Store. This store is the product this thesis focusses on.

Navigating the store
The store consists of four main elements shown in figure 7: (1) the storefront, (2) the search section with a vertical
tree of all categories, (3) the shopping basket and (4) the customer’s personal profile.

Figure 7 - The four elements of the Picnic store

The storefront is divided info theme pages, mostly organized around product type. In this way navigating Picnic
resembles the aisles of a physical supermarker.

These theme pages are called LI pages. Apart from distinctions on product type, there are also level 1 pages
such as promotions (‘Acties”), previously purchased page (“Besteld”) and pages for specific events or holidays
such as Easter. One level of detail deeper info the LI, there are L2 and L3 categories as shown in figure 8. These
are used to group products info more specific sef.

Figure 8 - The flow to the detail page of bananas

Product context 15



1.5 PRODUCT CONTEXT

Usage patterns of store

Picnic defines two main types of purchases users make in the app:

+ Basics: Products a customer buys regularly, these will show up in his purchases (“besteld”) page.

+Outliers: Products a customer buys less often. These can be products the user knows he needs (explicit
need), or products he doesn't know he needs or wants (latent needs).

The basics and ouftliers are purchased via different ways, corresponding to the elements mentioned before. This

distinction is visualised in Figure 9:

Figure 9 - Type of purchase per element in the store

Products for which the user has an explicit, but ill-defined need are purchased mostly via the category free.
However, this free always leads to the L3/LT categories. Therefore, it currently cannot be measured separately.
The four ways of shopping, and the percentage of products that is added through these ways is visualized in
the figure 10. These percentages are the average for 5th orders in 2018.

CONFIDENTIAL

Figure 10 - Visualization of how products are added to the user’s basket

16 Chapter 1. Project context

1.3 PRODUCT CONTEXT

Customer journey

In the customer journey of Picnic, six major steps are

used in Picnic’s working definition.

1. Start
The awareness about Picnic triggers
the user to start searching for the Picnic
app. Either online or via the Appstore

2. Download:
The app is downloaded by the user; He needs
o fill out his personal details. Then he will get
a spot on the waiting list, see next definition.

3. Waiting list:
Picnic has this step to ensure quality of
service and predict and influence demand
better. During the time on the waiting list, the
user will get so called “wachtverzachters”.
These are free products offered as a
compensation for having to wait.

4. Invite:
After a while, the user is invited o the guestlist.
This invite is a message felling the user that
he can now shop in the Picnic app. The
“‘wacht-verzachters” will stay in the basket of
the newly invited customer for four weeks.

Figure 11 - The Picnic customer journey

5. Shopping
After receiving the invite the user can turn to the
store and start shopping for groceries.
Generally, users need about 8 sessions fo compile
their order. A session is defined as the process of
opening the app and interacting with it, before
closing it again. The order needs to be placed
before 22:00 fo receive the groceries the next day.
6. Receiving groceries
Somewhere in the next few days, according to
the delivery slot choice of the user, the groceries
will be delivered at the door of the customer.
This happens within a 20-minute timeframe,
with an on-fime delivery rate of roughly 90%.

The high-level customer journey of a Picnic customer
is visualized below (Figure 11).

This is anideal journey, known as the “happy flow”.
This means that in this journey nothing goes wrong
and the customer places a next order affer going
through the loop of the first order.

Product context 17



14 SCOPE OF PROJECT

Increasing customer retention is an important business challenge for Picnic, involving multiple feams throughout
the entire customer journey. In this thesis the challenge is tackled within a limited solution area. This area will be
explored in this chapter.

The Picnic Store

Although we willlook at the entire context of the Picnic company, the focus of this thesis is the consumer facing
app, or the “store” as it is called internally af Picnic. The store can e broken down in two components: The
functionality, and the content. With functionality, we mean everything a user can do in the app. The content,
on the other hand, are the products and promaotions a user can find in the sfore. These two components form
the basis of the customer experience in the app. Within Picnic, the store team is responsible for developing the
functionality, whereas the content is provided by the trading and merchandising team. These teams work
closely together.

Focus on specific part of the customer journey

This project will focus on converting the users who first open the app, info active customers. This part of the
customer journey is the domain of the store feam and is most relevant for increasing conversion levels. We
define active customers as users that have placed 5 orders or more with Picnic, as these customers are highly
likely to keep ordering. Therefore, we do not focus on customers that have placed more than five orders.

CONFIDENTIAL

Figure 12 - Focus area in user journey

Focus on the Dutch market

This project will focus on the Dutch market, as this is the market in which Picnic realizes most of its revenue. In
addition to that, the Dutch market is the most advanced for online groceries in Europe (FD 2019). Focussing on
one geographical market is essential, as there are significant differences in grocery preferences and aftitudes
towards online shopping and data sharing across countries (Dijksterhuis et al 2005).

18 Chapter 1. Project context

14 SCOPE OF PROJECT

Focus on competition with physical supermarkets

New customers of Picnic mostly come from physical supermarkets, rather than other online grocers. This is
mainly due to the fact that online shopping has only been available since recently.

This finding is supported by the frends in our mature hubs. In an interview, CEO . Beckers stated that: “When we
started [in Amersfoort], the online market was only 1% of the total grocery market. Now we have a 5% market
share. That is five times the size of the market before we got started!”.

This remark was confirmed recently by GFK, that states that in Picnic’s delivery areas, the online grocery market is
substantially bigger than the nation-wide average (GFK 2019).

Physical groceries I I I I
Online groceries\ 2% 6% 5% 8%

2018 2018 2019 2019

(Picnic area) (Picnic area)

Figure 13 -Share of online groceries in areas where Picnic delivers,
and areas where Picnic does not deliver

This means that Picnic most important competition are not necessarily online grocers, but rather the normal
supermarket around the corner. Picnic’s challenge is fo create a market for online groceries rather than beating
ofher players in that market. Although this thesis will fake online competitors into account, the main focus will be
on converting customers from physical supermarkets.

Product context 19



15 PROBLEM STATEMENT

The main challenge for Picnic on the customer-facing side is fo increase the conversion from registrations
into loyal customers. Loyal customers are called active customers infernally. An active customer is defined as

someone who has placed af least five orders with Picnic.

High percentage of households is interested in
Picnic’s value proposition

In areas where Picnic is active, roughly half of the
households downloads the app, and registers

for Picnic service' . This indicates that a large
percentage of potential users are interested in
Picnic, or at least curious. The high percentage of
households that registers with Picnic provides the
company with an interesting business opportunity.

Sub-optimal conversion

In order to reap the rewards of this competitive
advantage, and to run a profitable business, these
reqgistrations have to be converted into active
customers. In 2018, 14% of registrations converts to
an active customers within 10 weeks. This means
that 86% is not converted to active customers, and
thus noft refained as user.

Reasons for sub-optimal conversion to

active users

A high number of potential customers is thus
interested in Picnic’s service, but most of them
somehow do not change their way of grocery
shopping. This thesis aims fo find out why, and how
fo overcome these challenges by building a better
Store.

Insights that already lived in the company,
preliminary desk research on grocery shopping,
and informal interviews revealed the main problem
of the challenge: Grocery shopping is a habitual
consumption, and Picnic’s way of doing groceries
shakes up that habit. Although this new way of
grocery shopping might be more efficient and
pleasant, it is still very challenging for humans to
change behaviour.

Groceries are a habitual consumption
Purchasing groceries has become one of the most
habitual types of consumption in the western world.
This is due to three key characteristics of grocery
shopping.

1. Groceries are a high frequency purchases
With an average frequency of between two
and four times per week (ING 2015), groceries
are one of the highest frequency purchases.

2. Grocery purchases have limited variability
over time
The products in the average grocery
basket are relatively similar over fime.

3. The behaviour of grocery shopping is
trained over a long period of time
Most people have experienced the process of
doing groceries ever since they were young.
They went shopping for groceries together
with their parents, and affer some fime start
doing groceries themselves. Most Dutch people
have years of experience in doing groceries.

Due fto the combination of high frequency, limited
variability, and extensive experience, doing groceries
often requires minimal conscious thought for most
people. This means it is a very habitual purchase,
which is defined as: “An automatic behavioural
response triggered by a situational stimulus without
being preceded by a cognitive analysis process.”

(Aarts et al1998). Or put more simply; automatic
ehaviour that occurs with little cognitive thought.

1. Picnic data

20 Chapter 1. Project context

15  PROBLEM STATEMENT

Habits are hard to change

There are good reasons why habits are formed. It
allows the brain fo automate some process and
dedicate the energy that frees up to new, more
cognitively demanding tasks (Kahneman 2011), of
which it can take on only one af the fime, and @
limited number during a day. There are, however,
big downsides fo this system. It prevents us from
forming better habits, as our brains are set on
maintaining the old ones.

Main changes in grocery shopping process
Picnic hopes to change the grocery habits of
registered users. Currently, online grocery shopping
with Picnic is fundamentally different than the
traditional way of grocery shopping'. The three main
differences are:
1. New way of shopping
Picnic customers can only shop with an
app, as explained in section 2.2. This means
that they have limited overview of the
assorfment, miss spatial reminders, and have
limited sensory feedback, such as smell.
2. Time difference
Picnic’s customers face a large fime difference
between the moment ordering their groceries
and the delivery moment. On average this
fakes about 18 hours. This means that the
customer must swith to a planned process.
3. New and smaller assortment
Picnic does not offer the exact same
assorfment as the dominant supermarkets
in the Neftherlands. The company also offers
less SKU's. This means that customers might
have to switch away from their favorite
products fo be able to shop at Picnic.

Design challenge

To successfully order groceries at Picnic customers
need to learn a new grocery shopping habit. In order
to form this habit, the customers need to adapt to

a new way of shopping, with different products and
ofher planning requirements.

Conseqguently, the design challenge of this thesis is

To increase retention for Picnic by creating a
habit-forming Picnic store.

1. See Appendix H.3 for a full comparison of customer journeys
2. Retention is defined as the conversion from registered user into active customer (more than five orders)

Product context 21



CHAPTER 2

2.0

This chapter provides the theoretical foundation of this thesis.
It focusses on retention and the dimension that drive retention.
After this, the relation of habits and retention is explored.

This chapter then defines how habits are formed.

In this chapter:

21 Refention

2.2 Relation of habit and retention
2.3 Habit formation




21 RETENTION

Picnic’s revenue growth is driven by three factors:

1. The number of new customers the company manages to attract,

2. The degree of retention of existing customers
3. The number of orders these customers place.

The number of customers Picnic manages o aftract is not the problem,
nor is it the focus of the store feam. The refention however is.

Figure 14 - Customer life-time model (McClure, 2017)

Defining retention

Retention is the rate ar which customers keep using
a product or service, and thereby remain part of the
customer base. In this thesis, the refention rate is
defined as the rate at which users keep ordering at
Picnic over a 10 week period.

Chen and Hit (2005) define two drivers for retention:
1. Product quality:

The (perceived) utility of using a product.
2. Switching costs:

The (perceived) costs of switching

fo another product,

This means that a firm can be successful atf retaining
customers either because they offer a superior
product (at least for a subset of consumers) or
because they have high switching costs (also known
as lock-in).

Defining product quality
Product (or service) quality, or perceived utility, of
the product is the other main driver of customer
retention. There are four factors that influence the
perception of a product’s quality (Sweeney, Soutor
2001):
1. Quality
The product should be of high quality and
is expected to perform consistently.
2. Emotional benefits
The product should lead fo enjoyment for
the user, it should make him feel good, safe
and secure, and it should provide pleasure.
3. Price
The product should be reasonably priced
and should provide good value for money.
4. Social benefits
The product should help the user feel accepted,
improve the way the user is perceived by ifs peers
and help him make a good impression. Other
people should give the user social approval.

It must be stated that perceived utility is highly
subjective and varies significantly between
individuals.
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Defining switching cost

Switching costs are the real or perceived costs of
changing the provider of a product or service. The
online grocery market has relatively high acquisition
costs and low contribution margin per order
(McKinsey 2017 & internal Picnic data). Profitability

in this market is therefore driven by the size of the
customer base and customer retention, which is
partly defined by switching costs. This means that

it is essential for Picnic to fransform customers
switching from physical stores info loyal customers,
asitis less likely customers will switch after becoming
active customers at other online grocers.

As Shapiro and Varian 1999 puf it:

“You just cannot compete effectively in the
information economy unless you know
how to identify, measure and understand
switching costs and map strategy
accordingly.”

Switching costs, in turn, can be driven by:
+ Firm practices
Such as loyalty programmes
+  Customer loyalty
Intrinsic customer characteristics, and the
company’s success in fargeting loyal customers.
« The nature of the product
Purchase frequency, learning involved, or
customer complementary investment.

In conclusion, a firm can be successful at retaining
customers either because they offer a superior
product (at least for a subset of consumers), or
because they have high switching costs, or lock-in.

Drivers of switching costs

Klemperer (1995) defines the following drivers of

switching cosfts:

1. Search costs
The costs of finding a new service
provider, and ensuring it provides the
service level you are looking for.

2. Transaction costs
The cost that switching service providers requires.
This exists of the cost required o initiate a
new relationship and ferminate the old one.

3. Network effects and compatibility
When users demand compatibility with other
users. In the presence of these effects, users
benefit from using the product with the most
users. This also holds frue for supermarkets,
where in theory the company with most users
can carry the most SKU's and thereby have
the most appealing assortment for users.

4. Learning costs
The cost of learning to use new products.
This involves all the money, fime and effort
spent with the competing service provider.
These are sunk costs and non-fransferable
from one relationship fo another.

5. Complementary investments
Many information products require complements
fo be useful. Facebook for instance would be
useless without friends and thus content and
the ufility of Spotify increases after creating
your own playlist and after the algorithms learn
your preferences. These are all complements
created by use. These complements are
a powerful driver of switching costs.

6. Psychological costs of switching
Non-economic “brand loyalty”, meaning
loyalty to a brand without rational
reason for if, or the uncertainty about the
quality of the new service provider.

The aforementioned drivers are all relevant fo Picnic,
and the strategy should be mapped accordingly.
The only exception o this are fransaction costs, as
there are no costs involved in initiating or ferminating
relationships with grocers.
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Relevance of retention in general
Customer refention is considered by both scholars
and practitioners 1o be one of the critical success
factors for retail businesses with its implications for
cost savings, profitability and business growth.
« Cost savings
In general, the cost of acquiring new
customers is five to seven fimes that of
retaining existing customers (Doyle, 2003).
+ Profitability
Furthermore, retained customers enhance
profitability as they have a lower sensitivity
to price changes (Doyle, 2003).
+ Business growth
In order to understand how retention drives
business growth, McClure (2017) customer
life-time model is used. Based on this model,
Picnic’s revenue is a function of the number of
customers acquired, the retention rates, and
the number of orders per customer. This means
that higher retention rates directly franslate
into business growth. In addition to that,
retained customers have a higher likelihood
of referring new customers (Doyle, 2003).

Relevance in online shopping
Customer refention is an even more challenging
issue in the context of online shopping, where
competition is generally stronger, due to the ab-
sence of geographical limitations and the fact that
switching costs are minimal (Anderson et al, 2003).
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Relevance for Picnic

Retention is highly relevant for Picnic as retaining
customer is an necessity to run an profitable
business, increasing the retention rate provides an
interesting business opportunity, and there is still
upward potential to achieve this increase.

Necessity for business model

Based on the average conftribution per order at
Picnic, customers should place a minimum of three
orders for Picnic to break even on that specific
customer. This calculation does not include other
investments, capital costs and overhead. In addition
fo that

Business opportunity of increasing retention
Estimations based on customer data models of
Picnic show that a 1% increase in retention leads to @
4% increase in revenue . This multiplier effect makes
investments in retaining customers an interesting
business opportunity. In the aforementioned
calculation, the lower price sensitivity found by Doyle
(2003) was not taken into consideration.

Upward potential in Picnic’s retention rates

[tis likely that significant increase in refention can

be achieved. By benchmarking Picnic’s retention
rate against eCommerce average, and elite (90th
percentile), it can be concluded that while Picnic’s
retention rates are above industry average, they are
still roughly half of that of top-performers.

Figure 15 - Comparison Picnic 10wk retention with eCommerce (Mixpanel, 2017)

1. Conftribution is defined as how much an order contributes to the EBITDA

2. See Appendix G.2. For full calculation.
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2.2  RELATION BETWEEN
RETENTION AND HABIT

Several empirical studies (Murray & Haubl, 2005) show that strong habits lead to higher retention. Researchers
such as Quinn and Wood (2005) consider habit as an important factor in explaining repeated purchases.

Defining habit

Habits are defined as ‘situation-behaviour
seguences that are or have become automatically,
the individual is usually not conscious of these
sequences’ (Triandis, 1980, p. 204). The concept of
habit represents the behavioural fendency to repeat
previous actions. Habits are developed ‘through
frequent performance in a stable context’ (Ouellete
& Wood, 1998). It can be viewed as an automatic
behavioural response triggered by a situationdl
stimulus without being preceded by a cognitive
analysis process (Aarts et al., 1998). In other words,
habitual behaviours require minimal conscious
thoughts, thereby enabling individuals to conserve
their limited mental resources (Bargh & Ferguson,
2000).

How habit drives retention

In the previous section, retention was defined
refention as a function of perceived utility and
switching costs. Habit influences both these drivers.

Influence of habit on perceived utility

When a habit is formed around a product, the

perceived quality of that product will increase. This is

due fo two reasons:

1. Habit influences actual utility
By creating a habit around using a product, the
use will become easier and the perceived ufility
will thus increase. This is similar fo visiting a new
supermarket. The first fime, learning will take
place. After a couple of visits, visitors know the
lay-out of the store and might have developed
a preferred route that helps them shop faster
and more pleasant (Kahn & MacAlister, 1997).

2. Habit influences affect towards a behaviour
or product
Repeated behaviour and exposure to
products or people automatically evokes
an emotional response o this behaviour,
known as affect (Triandis, 1971). This is known
as the mere exposure effect (Zajonc 1968).
A body of research states that habit is a major
driver of affect (Limayem & Hirt, 2003).

Influence of habit on switching costs

When a habit is formed around a product,
switching cost away from this product and towards
alternatives will increase. The perceived learning
costs of other alternative products will increase

the switching costs fowards these products. The
customer has now invested fime and effort in
acquiring the habit associated with the product. The
costs of this investment are sunken into the specific
product and non-transferable fo alternatives. In
addition fo that, the psychological switching costs
will increase, as the customer is unsure if alternatives
can offer similar product quality.

By increasing the perceived ufility and switching
costs, creating a habit is the key driver in increasing
the retention of customers. This is in line with the
findings of Triandis (1971) who states that “when a
customer has acquired a habit of a certain behaviour,
he is more likely to repeat that same behaviour in the
future, than others without such a habit.”
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As mentioned in the previous chapter, habits drive of retention. This chapter focusses on how habits are formed Structure of habits

around products and services. It establishes a theoretical model, that serves as the theoretical foundation of this Habits are built over time and generally require a certain frequency to form.

thesis. This thesis uses Eyal's Hooked model (2016) as a framework for the distinct elements that make up habit.
This model consist of four elements:

Before going into specific models, it should be stated that human behaviour is complex and there are numerous 1. The trigger

models to explain human behaviour and thus habit. This thesis will make use of models that are widely
recognized and easy to understand. These two preconditions are set fo make implementation in the Picnic
organization easier. 2

Something that drives a person
fo use the product.
. The action
The simplest behaviour a user con
fake in anficipation of a reward.
3. A (variable) reward
Something that fulfils the need of
the user, but at the same time leaves
the user with a desire for more.
4. An investment by the user
A “bit of work” the user has to perform, to
increase the likelihood of returning and to make
the product better for the next go round.

Model of habit formation

One of the most widely accepted models to explain
habit formation is introduced by Fogg (2010). Fogg
states that habits are created when both frequency
and perceived utility are both high enough.

Frequency is defined as how often a certain
behaviour occurs. For the purposes of this thesis,

Figure 18 - The habit loop (Eyal, 2016)

this behaviour equals the inferaction with the Picnic The trigger

s‘rorg. PerceiYed ufility, or product quality, is the first Two classes of triggers are distinguished: internal and external. External friggers are obvious cues to action.

section of this chapter. They contain the information about what to do next within them. A good example is a button with the text “buy
. . . . now”. Internal friggers on the other hand work differently. The next action is prompted by an association in the

Habits occur ocross both dimensions. This means Figure 16 - Habit formation model Fogg (2010) mind of the user. Types of infernal triggers are: spaces, places, routines, behaviours, people and emotions. Both

fhat some habits involve high frequency inferaction, classes of friggers predict behaviour in a relatively reliable manner. The emotions that frigger users fo perform

whereas ofthers have a far lower frequency. an action are most often negative.

Examples of habits with different frequencies
Examples of habits with different frequencies are
shopping at Coolblue, where the frequency is
relatfively low, but the perceived ufility is high, making
it o habit for alot of people to shop via Coolblue.

Searching on Google on the other hand, has a lower
perceived ufility but occurs more often. This also
allows a habit to form.

The higher on the frequency and utility dimension,
the stronger the habit. These type of habits are
pbehaviours that will occur almost certainly such as
brushing your teeth.

Figure 17 - Habits with different frequencies
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2.5  HABIT FORMATION

The action

The action is the simplest behaviour in anficipation
of a reward. The dynamics of the action phase

in Eyal's habit modelis captured in the Behaviour
Model by Fogg (2010).

Fogg provides the following formula to describe
behaviour:

Behaviour = Motivation + Ability + Trigger
This means that for a behaviour to occur, both the

user’s motivation and ability need to be sufficient
and an appropriate trigger needs 1o be present.

Figure 19 - Behaviour model Fogg (2010)

Example of behaviour model equations

The formula for actions is best explained by an example: A phone call.

When your lover calls, you want to pick up, that's motivation. By simply swiping right you

can pick up your phone, that is ability. However, you need to hear your phone ring, or see an
Incoming call on your screen in order to know thart you are receiving a call from your lover, that’s
your trigger. This equation changes as someone else calls you, for example your boss, causing
motivation to drop. Or you might be driving, which decreases your ability to pick up your phone.

Fogg's model provides us with a useful way fo think about behaviour and how fo enable users to successfully
perform the farget behaviour. The previous section discussed friggers, and the next will explore motivation and

ability.

Motivation: The energy for action

Motivation is the energy for action. A great deal of
variance in this energy among Picnic’s customer
group can be expected. Eyal idenfifies the following
drivers for motivation:

1. Seeking pleasure

Avoiding pain

Seeking hope

. Avoiding fear

Seeking social acceptance

Avoiding social rejection

oo A WN

These are universal drivers of human behaviour
(Wahba, 1976). Sometimes this motivation will be
based on rational thought (cognition), while on
other occasions, the motivation will be mainly driven
by irrational thoughts (affect).

Ability: How difficult a behaviour is to perform
This again will vary among users. Eyal identifies the
following drivers for ability:
1. Cost
How much fime, money, physical efforfs,
brain cycles (the more difficult to understand,
the less likely to people are to use it).
2. Social deviance
Do others like me do it?
3. Non-routine, practice
The more the user performs an action,
the easier this action will become.
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2.5  HABIT FORMATION

Actions for Picnic users

The key actions we want Picnic customer o take is to place an order. This exists of two sub-process: shopping
and checking out. In order to place an order, users should perform at least 5 sub-actions, visualised in the
customer journey below.

Figure 20 - Generic customer journey

In-app behaviour data shows in the conversion percentages for each subtask. This is a relatively steady decline,
meaning there is not one point where all customers are stopped in their fracks. It is inferesting to see that of alll
the customers that added enough products to their basket to reach the €25 order limit, only half of them places
an order.

CONFIDENTIAL

Figure 20 - First order conversion funnel
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The reward

Users perform their actions because they expect

and desire a reward. These rewards can be divided

info the three following categories:

1. Social rewards
This type of reward comes from other
people. Examples of these rewards are
feeling good for someone else, competing
and cooperating with peers, and receiving
recognition and praise from others.

2. Search for resources
These rewards can be food and resources
such as money or information. The search
part is emphasized, because the effort
increases the perceived reward. Eyal calls
these rewards “the reward of the hunt”.

3. Search for self-achievement
The third reward is in the search for
self-achievement. Examples of this are
mastery, competency and consistency.

All of these rewards feel good o the user and
have a sense of mystery. Olds and Milner (1954)
have showed that these rewards activate a part
of the brain called “Nucleus accumbens”. This
area is mainly activated by good deals, certain
things people really want to buy, love, food and
technology. In habit forming technologies, its more
about wanting the reward rather than actually
getting it.

The investment

This is where the user does a bit of work in
anticipation of future rewards. This increases the
likelihood of the user making the next pass through
the loop. If this happens offen enough, a habit will
be formed. Two ways of investing are identified: (1)
loading the next trigger and (2) storing value.

2.5  HABIT FORMATION
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Conclusion

Fogg proposed that habits are formed when both the perceived ufility and frequency of interaction are high
enough. Although habits can be formed on different frequencies of interaction, a higher frequency generally
results in a stronger habit. This means that apart from increasing the perceived utility by improving the app for
users, the store feam should focus on increasing the frequency with which users inferact with the store.

Eyal's habit modelis used to provide a theoretical foundation to think about habit creation. According to this
model, habits consist of a delicate combination of friggers, actions, rewards and investments. Finally, Fogg’s
Behaviour Model helps to understand when behaviors, or actions as they are defined in Eyal's habit model,
occur.

Figure 21 - Visual overview of how the theory in this chapter is connected
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3.0
C H A PT E R 3 This chapter identifies the drivers of a succesfull Picnic habit.

These are based in extensive quantitative and qualitative user
research.

In this chapter:

31 Early market

3.2 Focus on families

3.3 Segmentation based on desired outcomes




51 EARLY MARKET

This chapter explores what type of customers have successfully formed a Picnic habit, and thereby make up
Picnic’s early market. By identifying the types of users that are more likely to become successful Picnic users,
drivers of a successful Picnic habit can be defined. These drivers will be used in the proposed design for the
Picnic store.

New fechnologies and services diffuse through a population of potential

buyers over fime. Picnic has captured an estimated market share of 3,8%

of the total grocery market in the areas where the company delivers'.

According to the Technology Diffusion Model proposed by Rogers (1964)

this means that Picnic’s customer base consists of mainly of innovators.

The market share of 3,8%, however is based on the fotal grocery

marrket. This would assume that over fime, all customers will adopt the

new technology. This is unlikely for the technology or service of online

groceries, where estimations range from 8% to 20% market share in the Figure 22 - Technology diffusion Model
foreseeable future (GFK 2018, McKinsey 2018). (Rogers, 1964)

If the upper limit of these estimations is used, it would mean Picnic has already acquired a 19% market share of
the total addressable market (3,8% * (100%/20%)) = 19%). That would mean that Picnic is starting to move from
the early market, consisting of innovators and early adopters to the mature markert.

Figure 23 - Adaption of Technology Diffusion Model for Picnic

These two markets have distinct characteristics. Moore (1999) states that the early market is generally positive
fowards new technologies. This group is constantly seeking out new innovations for the sake of innovation and
a perceived benefit.

This does not hold frue for the mature market. This group is generally sceptical towards new technologies; the
need clear and proven productivity gains and plenty of support (Moore 1999).

Picnic’s customer base roughly matches the definition of the early market provided by Moore and Rogers. In
performed qualitative research it was found that the majority of the customer base is relatively young and
technology savvy?. In addition to that, the maijority of the group is willing to participate in the creation of Picnic’s
service, either by answering surveys, sending in assortment requests, or participating in user testing and other
co-creation workshops. This is consistent with the notion of Moore (1999): This group of customers wants to be
involved in the creation of the product.

1. See appendix G.1. For full calculation
2. See appendix B.2. For more information
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Challenges for shopping at Picnic

The main reasons indicated by users for not
converting are the relatively small assortment,
inconvenient process of ordering, the price and

the limited spread of available delivery slots'. In
interviews with users, it was found that especially the
small assortment and limited number of available
delivery slots were challenges that applied to all
Picnic customers'.

Picnic’s early market has both a high

motivation and high ability

Despite these general challenges a significant share
of customers within the aforementioned group has
placed at least 5 orders. The fact that they have
placed 5 orders means that they went through the
loop of the habit model at least 5 times. Therefore,
both their motivation and ability must be high
enough for them to end up above the action line.
This line is the threshold that needs o be crossed in
order to successfully complete an action.

The action in this case is placing an order with Picnic.

This action consists of the following sub-actions:
downloading and registering, shopping, check-out
and receiving groceries (as defined in the customer
journey in section 3.3.).

The customers who are above the action line have
relatively high motivation and relatively high ability
fo use Picnic. However, the extent and drivers of their
motivation and ability differ between customers.
Although no customer is exactly the same, a
handful of general characteristics that drive the
early market’s high motivation and high ability
were found. It must be emphasized that individual
customers do not necessarily have fo possess all of
these characteristics, but they have a mixture of at
least some of them.

Figure 24 - Reasons for not placing an order with Picnic
(Source: Survey N =7704)

Figure 25 - Representation of Picnic’s early market in Fogg’s
habit model

1. See appendix B.2. For more information
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High motivation
Through qualitative research, the following characteristics
that drive a relatively high motivation to use Picnic were

found.

Time constrained

The customers in Picnic’s early market are more
fime constrained than the average Dutch person.
They have busy lives, with demanding jobs,
children or other fime-consuming hobbies.
Because this group has a limited amount of spare
fime, this time becomes extra valuable for them.
This increases the motivation to gain more fime by
adapting a more time-efficient grocery habit.

Physical limitations

Arelatively large share of the interviewed customers
indicated some kind of physical limitations. Examples
of these limitations are a permanent handicap,

a temporary disability (such as a broken leg),
limited mobility (for example with elderly people),
the supermarket being relatively far away, or not
having a car available for heavy groceries.

These are all factors that increases the difficulty

for users to go to a physical supermarket.

This in furn increase the motivation for

these users to look for an alternative way of

getting their groceries info their homes.

Negative supermarket experience

The third characteristic that is frequently observed in
this group is that their supermarket experience is more
negaftive than the average Dutch consumer. There are
mulfiple, and varying reasons for this. The customers
might have young children, that apparently influence
the supermarket experience very negaftively. Other

customers are annoyed by the impulse purchases they
make when shopping at a physical supermarket. A third

reason is that this group of people dislikes crowded
and noisy places. Finally, some customers indicated
that they are dissafisfied with the service

level of physical supermarkets.

“Picnic is a real time
saver for me! Now | can
spend more time with my
children.”

“l don’t have a car, so
its perfect for the heavy
groceries!”

“Have you ever tried
taking  kids to the
supermarket?”
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High ability

Within the same qualitative research, the following
characteristics that drive a high ability fo use Picnic were

found.

Ability to plan

The customers in Picnic’s early market have an above average

ability o plan ahead. The ability to planis a cognitive skiland ~ “Haha, yes my friends
highly varies across individuals. This customer group generally — would describe me as
acknowledges that they are relatively good at planning. quite the planner!”

Predictable life

Alarge share of the customers in Picnic’s early market lead a more
predictable live than most people. This is driven by a high need for order
and routine, or by other factors such as having children with fixed weekly
events to which the parents’ schedule should be adopted. Another
reason for a more predictable is having a pet such as a dog, which
requires the customer to walk the dog multiple times a day, increasing
the predictability of your life. This effect can also be observed in Picnic’s
purchase data, where dog owners have larger basket sizes and purchase
more frequently compared to customers that do not own a dog.

. Guidance in food

The third reason that early customers have a relatively
high ability, is the degree of guidance they get in their “I started using Picnic
food consumption and purchase. Guidance is defined when | starfed Fajah
as external help in deciding what to eatf, and to @ Lourens’ Killer body diet.
lesser extent when to eat this. The customers were Back then, it worked
mainly guided by cooking books and specific diefs.
Intuitively it makes sense that customers who are
fold what to eaf by either a cooking book, or a dief,
have less difficulty in selecting and ordering products
at Picnic. This is harder for people with less well-
defined needs, as the Picnic store and the related
shopping process are unfamiliar to the user.

really well, but now | have
finished the diet it has
become harder!”

Tech saviness not considered

In these characteristics the tech-savviness of customers is left out of consideration. This has two reasons: First,
registered customers have already successfully installed the app and registered, which is an indication that
they have sufficient digital literacy. Secondly, the app is fairly easy to use. It only requires only the most basic
interactions with smartphones. Therefore, it is unlikely that people who can't currently use it due to limited digital
literacy will be able to use the product anytime soon.

Combination of drivers
These are the different drivers of successful Picnic habits. Our early market has at least some of the
characteristics. People who cannot successfully shop at Picnic lack these characteristics or have them to a lesser

extent.
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Maijority of Picnic’s early customers are families
Of this group of early customers, the household compaosition of most customers is that of a family,

with at least one adult and one child.

Figure 26 - Different households’ types and their impact on Picnic. uUnindicated and outliers are filtered out. For the period 01-06-2018 until 01-06-2019

Families are overrepresented in Picnic’s customer base
These numbers are far higher than the Dutfch average, where only 32% of the households are families. In the
total Dutch grocery market, families account for 39,5% of all revenue (GfK 2018). This shows us that Picnic’s

customer base is heavily skewed towards families.

Families have high motivation and ability

The fact that this a large group of families performs
the target action of ordering groceries via Picnic,
means that this group has both a moftivation and
ability.

For the first order, the conversion rate of 41%
indicates that 41% of families that register has a high
enough motivation and ability. This allows us to plot
the group of families on Fogg’s behaviour model.

The characteristics that positively influence these
dimensions, and thereby a successful Picnic habit
that we defined in 9.3. are very often found in
families. They are time-constrained, and experience
going 1o the supermarket more negative than
ofhers. In addition o that, this group has developed
an abllity to plan, and their lives are relatively
predictable.

Conclusion

Picnic is mainly working well for families, as they have both high motivation and ability to order their groceries
at Picnic. However, a large group of families is not ordering their groceries at Picnic yet. Therefore, Picnic should

Figure 26 - Picnic early customer base consists mainly of
families

focus the development of their product on families in order to increase retention.
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5.2 FOCUS ON FAMILIES

The service that Picnic offers works the best for families. Generally speaking, their behaviours and needs are the
most compatible with Picnic’s value proposition. This is proven by the significantly higher conversion rates of this
subgroup of customers.

CONFIDENTIAL

Figure 27 - 10-week conversion rates in 2018, split for households type (Picnic internal data)

In addition to that, families are the most valuable subsets of customers for Picnic and the grocery market in
general. This finding is supported by industry experts' and market reports. GfK (2018) claims that household
with children account for 39,5% of grocery market revenue, and 60,3% of the online grocery revenue. In addition
fo that, their behaviour involving groceries is the most compatible with the Picnic customer journey. This view is
supported by Picnic CEO Beckers who states that: “Itis for people who can and want to plan ahead - families for
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Families are the most profitable customers

In addition to having the highest conversion rates,
families also place the highest value orders. Making
this group even more interesting to focus on from o
business perspective.

Figure 27 - Average number of deliveries and baskeft size

1. See appendix E.l. for more information
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Picnic’s growth potential among families

Although families are already our most important customer, there is still a huge potential in this market segment.
Right now, only 35% of the families in the areas where Picnic delivers have registered with Picnic', if we take the
conversion rate of 17% this would mean that around 6% of all families in the areas where Picnic delivers becomes
an active customer. This group of active families is estimated to purchase roughly 20% of their groceries af
Picnic. This means that Picnic’s active family customers account for 2% of the annual grocery spend of all families
in Picnic’s delivery area. Another 1% is added by sales fo non-active families.

CONFIDENTIAL

Figure 28 - Picnic’s growth potential in family category

From these numbers we can conclude that although Picnic is currently only able to convert a small percentage
of families, whilst the ones that do convert are highly valuable to the company.

Specific intended user

Picnic’s store team should focus its product development efforts on its main infended user: Families. This does
not mean that its app cannot cater To the needs of other subsets of our customers, but it means that it is not
the focus. The strategy of designing for one specific infended user is common practice in the design industry. It
provides more insight, focus and inspiration and leads to stronger results (Van Boeijen et al, 2014).

1. If we assume that the percentage of households with children in Picnic’s delivery areas is the same as the Dutch
average.
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Challenges in adopting Picnic for

families

Based on a combination of inferviews, surveys and
analysis of in-app behaviour, the main challenges
for families for using Picnic were defined.

Groceries are crucial in organizing family life
The main challenges families face when shopping
for groceries is that groceries are a crucial part in
organizing family life. If something goes wrong in this
process, families have a far greater problem than
ofher groups of users.

“It's not an option not to have groceries, SO
when my Friday night slot is unavailable | have
to go to the AH early in the morning ”

They need fo feed their children at very specific
fimes, and are often too constrained in fime, or
ability to go to the supermarket to be able to shop
for missing products last minute. So, the stakes in
doing groceries for families are high.

Limited time and cognitive energy available
However, this group has only limited time and
cognitive energy available fo spend on doing
groceries. Therefore, this group forms strong routines
that allow them to shop for groceries in more
efficient wawys.

Strong routines are hard to change

Because of these strong routines, families have a
hard fime adapting their grocery habits to Picnic.
The two main challenges herein lie in 1) aligning
the family’s weekly schedule with Picnic’s delivery
slots, and 2) finding inspiration for what to eat for
dinner vio an app, instead the familiar physical
supermarket.

“Sorry, but the slofs just aren’t suitable”

These challenges provide Picnic with great
opportunity: When these families have built their
Picnic habit, and are used to the convenience it
offers, they are expected to make for loyal and
profitable customers. This opportunity is recognized
by Picnic CEO Joris Beckers, who states that: “For the
big group of families, convenience becomes essential
very quickly” (Management Scope 2018).

However, it can only become essential when families
have first formed a habit around using Picnic.

Conclusion

The store feam should focus its product
development on families as specific intended user.
Their needs are most compatible with Picnic’s value
proposition and therefore, this group is most likely to
convert to active users, thereby increasing retention.
In addition to this proven track record, there is still o
lot of growth potential in this group. By focusing on
one specific type of user the store feam will be able
fo make better decisions.

Groceries are crucial in organizing family live.
Families therefore fry to create roufines, to save fime
and cognitive energy. Picnic should thus design for
creating routines or habits.

Although these insight hold true for all families,
there are nuances within this segment of customers.
Different types of families have different goals and
motivation, which results in different behaviour.
These differences, and the design challenges they
pose will be explored in the next section.
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3.3 SEGMENTATION BASED ON
DESIRED OUTCOMES

Although families share a large number of characteristics that make them more likely to successfully form a
habit around shopping at Picnic, significant differences exist within this group. This chapter seeks the different
types of customers within that group, and the specific problems they face in shopping with Picnic. This
distinction will help the Picnic store team to focus very precisely on solving the different types of problems these
groups face.

Segmenting based on motivation and ability
This thesis defined the drivers of motivation and ability.

As aresults, Picnic’s users can be segmented on these
dimensions. The family segment is divided info four sub-
segments. Segment 2, with both a high motivation and
high ability is enfirely above the action line. This means that
this group is highly likely to perform the target behaviour if
a sufficient frigger is present.

Segment 1 and 3 only partly fall above the action line,
meaning that only a small portion of this segment is
successfully performs the target behaviour.

Segment 4 falls outside of the action line entirely, meaning
that none of the users in this group is likely to perform
the target behaviour of placing an order with Picnic. This

group is disregarded for now, as they are the least likely to Figure 29 - Distinguishing groups based on ability and
convert to active customers anytime soon. motivation.

Translation to concrete segments
In order 1o franslate the conceptual distinctions based on ability and motivation info actionable segments, the
characteristics that drive ability and motivation defined in chapter 9 are used.

Segment 1

This segment has a high motivation but a lower ability. This means they are either fime-constrained, face
physical limitations or experience going to the supermarket very negatively. These factors can also come in o
combination. Despite these motivation inducing factors, this group has a relatively low ability to plan, a not very
predictable life, and lacks guidance in their food choices.

Segment 2

This segment has both high motivation and ability. This means they are either time-constrained, face physical
limitations or experience going to the supermarket very negatively. In addition to that, this group has a high
ability to plan, a predictable life, or a high degree of guidance in their food choices. The combination of these
moftivation and ability increasing factors makes this group very successful in shopping at Picnic.

Segment 3

This segment has a low motivation, but a high ability. The lack in motivation is explained by an absence of fime-

constraints, physical limitations or negative supermarket experiences. If this group would have this motivation,
they could easily perform the target behaviour, as they have a high ability to plan, a relatively predictable life, or
sufficient guidance in their food choices.
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3.3 SEGMENTATION BASED ON
DESIRED OUTCOMES

Connecting segments to actions

The segments defined in the previous section are helpful fo understand Picnic’s different types of users, but aren't
actionable. This segments are made actionable by using the method of desired outcome statements (from
now on referred to as DSO) (Ulwick 2009), which provides a useful framework to synthesize but quantitative

and gualitative findings. The desired outcome statements method is built on the jobs to be done theory by
Christensen (2007). Desired outcomes are “the metrics customers use to measure success when getting a job done”,
making them stable over time.

Figure 30 - An example of a desired outcome statement (Ulwick 2009)

These statements enable accurate evaluation of competing solutions, across services or products. Therefore,

it allows us to compare grocery shopping at the physical supermarket with grocery shopping via Picnic. The
goal of DSOs is to explain all casual factors that contribute to failure of success. In doing so, these statements
will guide the creation of better products and services. DSOs consist of four elements: A direction (up or down), a
metric (what goes up or down), an object of control, and a contextual clarifier.

By interviewing 30 Picnic users, deriving insights from two surveys (N=7500, and N=73) , and hundreds of app
reviews', the desired outcome statements of the aforementioned segments are created.

Figure 31 - Desired outcome-based segmentation of families

1. This research can be found in appendix B. User research
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3.3 SEGMENTATION BASED ON
DESIRED OUTCOMES

Based on the segments infroduced in the previous paragraph personas are created. These personas serve to
guide the designers in solving the specific challenges for the different types of user.

Segment 1: Convenient outsourcing

This group of customers has a high motivation but a lower
ability. The majority of this group has difficulty using Picnic,
despite their high moftivation to do so.

This group is looking to conveniently outsource the process of
grocery shopping. For this segment, Picnic is already making
grocery shopping easier and less stressful. Picnic does so by

providing guidance in the form of recipes, the remindersin
the purchase page, and enabling user o shop when and
where they want. This reduces the amount of thinking and
energy required of the user. This guidance and flexibility is
however still sub-optimal. The inability of this group fo use
Picnic can be overcome by facilitating a convenient way fo
outsource the process of grocery shopping

Desired outcome

This group measures the success of the job of getting the
right groceries to their homes with the following desired
oufcome statement: Minimize the number of cognitive
decisions I have fo fake in order to get the right groceries to
my home.

Characteristics

Most users in this group are weak planners with relatively
unpredictable lives. This group also dislikes going to

the supermarket. They live relatively far away from the
supermarket and cannot easily fake a car to get there. This
group is also tfime constrained.

Typical users

These users are typically busy dual earners. This
group seems to buy more convenience focused
products.

Additional assumptions

Based on the interviews, | got the impressions that
this segment prefers to not spend too much time on
cooking. A part of this group indicated they order
food at often uses tfakeaway.com in the survey

and the group might have a somewhat lower than
average income than the other two groups. This
should be verified by studying the CBS data for the
postal code areas where these people live.

Figure 32 - Position of segment in habit model

“You can just fake your time, and do groceries
when you want to. I forget less things because
of Picnic”

Figure 33 - The Convenient Outsourcing family

Gain

This group’s biggest gain is to avoid planning

and thinking about what to eat, and having to
remember what products to buy. As these are all
relatively hard and thus unpleasant activities for this
segment.

Pain

The group’s biggest pain is having to think about
Their groceries Too much. This causes stress and
anxiety, and often leads to routfine based choices.
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3.3 SEGMENTATION BASED ON
DESIRED OUTCOMES

Segment 2: Efficient control

This group of customers has both a high motivation and
high ability. These customers are already able to use Picnic
successfully, which shows from their high conversion rates
and big basket sizes.

Picnic helps these users to be more time-efficient and

in control. It does so by enabling them o shop more
deliberately and form efficient routines. However, these users
do not always feel like they are fully in control. Especially more
experienced users in this group would like to adjust the app
making its use even more efficient for them.

These customers should be given the power to build a very
effective grocery routine. For this group, the challenge lies
mainly in increasing the frequency of their orders, and not
necessarily in converting them to five orders as they are
already converting well.

Figure 34 - Position of segment in habit model

“It's a shame | can’t delete products on the
Purchases page”

Desired outcome

This group measures the success of the job of getting the
right groceries 1o their homes with the following desired
oufcome statement: Minimize the time it takes to get the right
groceries to my home.

Characteristics

These people are often strong planners with predictable lives.
They dislike going to the supermarket for various reasons.
Most of the fime, they do noft live close to the supermarket,
and are often unable or unwilling to take the car to go there.

Figure 35 - The Efficient Control family

“You know, you really have fo learn how to

. . . ‘ . Picnic.......
The group is relatively fime-constrained, which makes them .
o but | know how to”.
value their fime more.
Typical users Gain

Typically, these users are young families. From
interviews, this group appears to be very limited

in the amount of free fime they have available. In
addition to that, this group is relatively fech savvy.
Furthermore, this group is expected to buy healthier
products than the average Picnic customer. Pain

To this group, it is extremely painful when their
routine is broken. This effect is amplified when this
routine is broken due fo factors that are out of their
control, such as for example the standard delivery
slot being unavailable. In addition to that, this group
dislikes inefficiencies.

The biggest gains for this group is to save fime
and create a feeling of mastery. The latter means
the feeling you get when successfully completing
something or becoming better at something.

Additional assumptions

We hypothesize that this group prepares dinner the
most often, rotating a limited number of recipes.
This allows them to eat healthy food without having
fo break routine, and thereby spend more fime on
doing groceries. Services such as Hellofresh are likely
fo be a very good fit fo these customers.
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Segment 3: Pleasant service

This last segment of families has a high ability to use Picnic,
but a lower motivation to do so. The motivational drivers
of being fime-constrained or having physical limitations do
not apply for this group. Therefore, Picnic should focus on
creating a far more enjoyable experience than going to the
physical supermarket.

The value Picnic to these users is transforming the annoying

chore of doing groceries to a pleasant experience. It does

so by avoiding the hassles that come with physical grocery  Figure 36 - Position of segment in habit model
shopping, and providing nicer experiences instead, such as
pleasant interaction with the Runners. However, the potential N0, I amthe boss of the house. | just fake care
of this group is not fully tapped info, because Picnic doesnt  Of the households and the groceries”

always succeed in making grocery shopping truly enjoyable.
Incidental mistakes with deliveries, or freshness issues are
expected to hit this group harder, as they do not have fo use
a service like Picnic.

Desired outcome

This group measures the success of the job of getting the
right groceries to their homes with the following desired
outcome statement: Maximize the pleasure it gives me to get
the right groceries to my home. The inverse also holds true:
Minimize the pain it fakes to get the right groceries fo my home.

Figure 37 - The Pleasant Service family
Characteristics

These users are relatively strong planners with
fairly predictable lives. They don't really mind going
to the supermarket and some might even value
the bit of social interaction the supermarket visit
offers. Generally speaking, these users live close to
supermarket, or can easily fake a car. This group is
also not limited by available fime.

Typical users

For this group, it is typical that only one of the adults
in the family works full time. Most of the fime, their
partner is in charge of the household, which'is
relatively organized. This group is willing to spend
more on quality products

Additional assumptions

This group does not always cook dinner themselves
but can sometimes spend lofs of fime and effort

on doing so. It is suspected that this group uses

apps such as Uber and Deliveroo and get their
groceries at Albert Heijn and the butcher. The limited
assortment of Picnic is expected to be more painful
fo this segments than others.

Gain

The biggest gain for this group is the joy and the
feeling of pleasure they might get from having their
groceries delivered to their homes, rather than going
fo the supermarket.

Pain

This group dislikes unnecessary hassle, or
unpleasant shopping experiences that do not bring
any pleasure. This might for example be operations
related issues such as missing products. But hassle
might also happen in the app, with products being
unavailable, or flows that cause friction or do Not
offer any delight.
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3.3 SEGMENTATION BASED ON
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Sizing up the segments

To gain insight info the opportunities these segments
present, an estimation of the size of different
segments was made. This was done by validating
the desired outcomes where validated with families.
These families were asked what their biggest pain
during grocery shopping is. This pains serves as a
proxy for the segment these users belong fo. The
survey was answered by 73 respondents.

From these responses it can be concluded that
convenient outsourcing represents 4/10 of all
families, whereas efficient control and pleasant service
poth represents roughly 1/8 of all families. Although
this estimation method is far from perfect, it does
provide the indication that convenient oufsourcing
provides the biggest opportunity for Picnic.

Figure 38 - The biggest challenge in grocery shopping
(Source: Survey N=73)

Conclusion
Within the family customer base of Picnic, three interesting segments are defined. These segments have different
desired outcomes for shopping at Picnic, and thus need be catered to in different ways.

The ability of the Convenient outsourcing group needs fo be increased in order to enable the group o perform
the target behaviour. This group seems to offer the biggest opportunity for Picnic; it accounts for the largest
share of family-users, and according to Fogg and a vast body of research it is easier fo enhance ability than to
enhance motivation.

The Efficient controlis already able fo shop at Picnic, but needs to be enabled to achieve mastery of the Picnic
grocery shopping process, in order to increase their delivery frequency. Mastery is defined by a high sense of
control, and gradual improvements of the perceived ufility over fime. This might have a significant effect on
Picnic’s revenue, but it is expected to have a smaller impact on increasing refention rates, as these users are
already able to perform the target behaviour.

For the Luxurious service group, the motivation should be increased. This can be achieved by emphasizing the
specific value Picnic offers to these users: Making doing groceries more pleasurable. The app can play a big role
in this. This group is expected o be less price sensitive, which provides Picnic with an interesting opportunity.
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CHAPTER 4

4.0

This chapter intfroduces the proposed product strategies. First, an
overview of all strategies will be provided, after which every strategy
will be further detailed. Fiannly, the conclusion explains how the

strategies are connected and how they lead to a stronger Picnic habit.

In this chapter:

41 Overview of product strafegies

4.2 Strategy 1. Enable different types of users to place orders

4.3 Strategy 2. Increase the frequency of interaction

4.4 Strategy 3. Grow personal connection with each usage cycle
4.5 Conclusion




41 OVERVIEW OF PRODUCT
STRATEGIES

4.1

STRATEGIES

OVERVIEW OF PRODUCT

Introduction

This chapter infroduces strategies with which Picnic can reshape its store in order to help more users build o
strong Picnic habit. The theoretical foundation provided in chapter 2 is used to provide a comprehensive model
fo think about habit-formation. This chapter is the synthesis of these models, user research and examples from
Picnic and other digital companies, such as Spoftify. These combined insights yield three product strategies.
These strategies help more Picnic users form a strong habit, and thereby increase retention.

Distinction first time and repeat purchases

A strong Picnic habit is defined as placing 5 orders with Picnic. To form such a habit requires the user to fake two
steps: Firstly, the user have to place their first order, with allows them to experience the value Picnic offers, and
creates frust. Secondly, The user should make a number of repeat purchases with Picnic affer having the first
order delivered.

Figure 39 - Two steps in retaining users

These steps are fundamentally different. In the first step the user is unfamiliar with the process. In addition to that
the user only has information on the quality of Picnic’s service via others, and has not experienced it first-hand.
The first order is therefore a behaviour that involves a higher perceived risk for the user.

The repeat purchases on the other hand, are made by more experienced users. The challenge here is not about
overcoming the risk of an unknown service provider, but the effort of integrating this new service info the daily

life of the user.

This chapter provides strategies to help the user to successfully take both steps.
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Strategies to help more user form a strong Picnic habit

Because of the distinction between first fime orders, and repeat purchases, the strategy to build a strong Picnic
habit is divided in three steps. This allows Picnic’s store team to solve the right problems for every step in the
user’s journey.

1.

Enable different types of users to place
orders

By increasing motivation and ability

First, more different types of customers should
be enabled fo place orders. Currently, mainly
well-organized people with a clear need for
Picnic succeed in placing an order while more
types of user are interested. By increasing the
ability of less-organized people they are also
enabled fo place orders. For the group without a
clear functional need for Picnic, increasing their
motivation by focusing on fulfilling their emotional
needs enables them to place orders with Picnic.

Increase the frequency of interaction

By loading strong triggers and providing
(variable) rewards

When more users are enabled fo shop at Picnic, they
must engage frequently with the app in order to form
a habit. Currently, users indicate that they often forget
fo order their groceries via Picnic, as it is simply not
part of their routine. Picnic has the ability to connect
strongly to the grocery habits of users, as their mobile
phones are always around and ready to use, whereas
the access to physical supermarkets is limited. By
afttempting to connect all grocery related moments
fo the habit of using Picnic, strong friggers are loaded.
Atrigger is only successful if the consequent action

Figure 40 -Visual overview of product strategies

fulfills the need that sparked the frigger in the first
place, therefore more results or short-cuts to existing
rewards should be created in the app. This makes the
more frequent interaction satisfying for the customer.

. Grow personal connection with each use

By enabling user-driven and Picnic-driven
personalization

Now more users are able to shop at Picnic, and
they are frequently interacting with the app, it is
crucial to keep these users engaged and help them
build a strong habit. This is done by a combination
user-driven, and Picnic-driven personalization.

The user-driven personalization will work by

letting the user make small changes in the app,
such as creating shopping lists, personalized

filters and reminders. These changes by the

user are small investments which increase both
the perceived utility and switching costs of the
Picnic app, the two drivers of retention.
Picnic-driven personalization is the tailoring of

the content in the store to the user’s preferences.
This is already happening through ranking
algorithms, but can be improved by creating
tailored offers, theme pages and more.

The strafegies, and the factics fo implement them
will be explained in more detail in the next section
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4.2 STRATEGY 1. ENABLE DIFFERENT TYPES 4.2 STRATEGY 1. ENABLE DIFFERENT TYPES
OF USERS TO PLACE ORDERS OF USERS TO PLACE ORDERS

The first product strategy is to make the action of ordering more likely to happen. Eyal (2010) defines the action Motivation

as the simplest behaviour a user can fake in anticipation of a reward. For Picnic’s service, the main reward for the The customers that are currently unable to order are motivated to order their grocery to some extent, as they

user can be defined as geffing your preferred groceries info your home. did download the app and fill out their personal details. However, this motivation is somehow not high enough
fo make it through the entire order process, or make it through the process more than once. Motivation can be

Currently the app mainly caters fo people that have increased by using persuasive design strategies (Toxooe 2019) that are based on the fundamental drivers of

a high moftivation as they are fime-constrained, have human behaviour (Fogg, 2009),

physical limitations and dislike going to the supermarket
and a high ability as they are good planners, have
predictable lives, and guidance in their food choices.
This group is looking for a way to confrol their grocery
process in an efficient way, and therefore Picnic is their
preferred way to get their groceries info their homes. To
increase the percentage of users who place orders, the
first step in increasing conversion to active customers,
more different types of customers should be enabled to
place orders. This can be done be increasing the ability
and motivation of the two groups that are currently not

placing their first order. Figure 41 - Moving group A and C above the action line by
increasing motivation and ability

Ability

The customers who currently do not place a first order, or make a repeat purchase lack the ability fo do so.
This especially holds true for the convenient outsourcing group. The order process consist of multiple steps, as
defined in chapter 2.
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Figure 42 - First order conversion funnel

In a workshop with Picnic’s designers, the biggest pains in these steps were pinpointed' . The main problems for
customers are expected to e in planning their groceries, and selecting the right products.

Selecting the groceries is divided into two steps: deciding what products to buy, and ensuring to place a complete
order. To increase the ability of customers fo place an order, Picnic should:

« Increase the ability of the customer to plan their groceries

+ Increase the ability of users to decide what products to buy

« Increase the ability of users to place a complete order

In addition to these clear product strategies, Picnic should increase the level of challenge along with the skill level
of its users. This means starting out with a simpler app, and gradually revealing advanced features.

1. See appendix L1
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4.2 STRATEGY 1. ENABLE DIFFERENT TYPES
OF USERS TO PLACE ORDERS

A. INCREASING THE ABILITY OF USERS TO PLACE AN ORDER

Increase the ability of users to plan their

groceries

As a result of the delta between moment of
purchase and the moment of delivery, more
planning is required of Picnic’s customers as
compared to physical supermarkets. This process
is made more complex by the limited number of
delivery slots available to customers. The logistics
are not the scope of this project, and we will thus
focus on the Store and the customer experience,
within the given constraints. The complex of
planning groceries reduces our processing fluency
(the ease with which we process information), and
lead to high cognitive effort. Customer research
showed that this was one of the main reasons for
customers churning during their first order. Picnic
therefore needs fo simplify this process.

“Sometimes | just do not know what my week is
going to look like”

Planning your groceries consists of fwo elements:
What groceries do I want, and when do | need them.
Currently, the user first selects what he wants, and
only then, he will start thinking about when he wants
it. This can be seen from the in-app behaviour of first
order customers. Most of them select their delivery
slot between 70% to 80% info their order process.
Whereas internal data shows that for customers
that perform the action of picking a delivery slot
somewhere in the first 10% of their order have @
higher first order conversion (+10%).

Tactics to make planning process easier
The process of planning groceries can be simplified
in fwo ways:
1. Help user pick a delivery slot earlier in the
shopping process
Enable selecting a delivery slot earlier in
the shopping process. This connects that
what and when better. This approach is
also used by competing online grocers
such as Crisp and Goodeggs.

2. Helping the user by suggesting a delivery
slot
For when o order Picnic could suggest a fime
that is appropriate to most users. By already
suggesting, or even pre-filling the time, it's
easier for the customer fo decide. This principle
is known as a default nudge. These nudges
help the customer make the right decision.

Figure 43 - Amazon’s use of default nudges

By making users select a delivery slot earlier in

their first order journey, they have a clear goal in
mind which according to Csikszentmihalyi (2013)
makes actions easier. This also makes the reward
much clearer (On Monday evening, | will receive
my groceries and | can enjoy my fresh products”).
Furthermore, it is expected to give the user a feeling
of control over the task at hand.

Reducing the need for planning

The two aforementioned tactics will not entirely solve
the problem of planning. Currently, it is observed
that users with predictable lives are better able to
use Picnic. But there are also some examples of users
with relatively unpredictable lives, that have found
factics to make Picnic work for them. An example

of this was a couple, that ordered groceries for 3
dinner meals, once a week. This allowed to have

the weekly delivery, without committing specific
meals to specific days. This increased their flexibility,
and thereby their ability 1o plan their groceries
ahead. It might be effective to educate other users
with relatively unpredictable lives on these types of
factics.
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4.2 STRATEGY 1. ENABLE DIFFERENT TYPES
OF USERS TO PLACE ORDERS

A. INCREASING THE ABILITY OF USERS TO PLACE AN ORDER

Increase the ability of users to decide

what products to buy
Consumer decision making is driven by affective
dimensions on one hand, and cognitive dimensions

on the other. Physical supermarkets provide a wealth

of inspiration on what products fo buy, and fo a
lesser extent what meals to cook. This inspiration
happens mostly on a subconscious level, in the
form of sensory feedback (Fasler 2019). Evolution
has frained human senses fo react very heavily fo
the sight and smell of food (Fasler 2019). Picnic’s
customers have to make due with a symbolic
presentation of their food, the pictures in the app.
Symbolic representations are proven 1o evoke @
smaller response in the human brain (Shiv and
Fedorikhin 1999), and are thus expected to serve

as less powerful in providing inspiration for what
products to buy. Therefore, Picnic’s customers have
fo rely almost enfirely on decision making in the
cognitive dimension. This means that purchase
decision can be cognitively strenuous, especially
when customers do not know what they are exactly
looking for. It thus takes a large cognitive effort for
user fo place an order with Picnic. When tasks are
cognitively demanding, a habit cannot be formed
as habits are process that occur with little thought.
Eyal (2016) defines cognitive effort, or brain cycles as
one of the biggest reasons to stop using a product,
preventing a habit from forming.

The difficulty in deciding what products to buy is
hard to arficulate for users. It is unlikely for user to
say: ‘Deciding what to buy while using your product
was too hard for me”. This would mean they have

fo admit that they were unable to perform the
required behaviour, making them feel inadequate.
Instead, users indicate that the store offers “Too little
inspiration”.

Another offen heard complaint is that customers
feel that the products and promotions they see

in the store are not suitable to their needs. One
customer indicated: “On what data do you base
these promotions?”. The same holds frue for the
Wachtverzachters, which some customers think are

foo unhealthy:
‘Now some unhealthy stuffis in my purchased page...”

Tactics to make deciding what products to buy

easier

1. More relevant content
Too reduce the effort in deciding what products
fo buy, Picnic should show the customer
products that customers is likely to buy. This
means a higher level of personalization and
curatfion. Customers prefer 1o shop partly in
personalized way, judging from the number of
product adds from the ‘besteld’ page, which
accounts for more than 1/3 of their basket value.
For first order users, they lack personalized an
curated pages such as the first order page.
Picnic might include a page with the most
bought products from existing customers
in that city that have the same household
fype. This would mean that as a family in
Amsterdam South, you get an overview of
the 30 fop products for that area. This would
make it easier to select what products to buy.

Another tfactic would be to tailor promaotions
fo household type and hub for non-order
users, and on purchase behaviour for users
who have made a couple of purchases.

2. Recipes
The most difficult part of the decision
making process in groceries is the deciding
what to eaf for dinner. For both breakfast,
lunch and household products, Dutfch
consumers rely heavily on routine decision
and non-perishable products.

Recipes

Picnic has already launched an MVP of a recipe
feature. 10% of the customers were interested, and
ordered a recipe af least once, but due fo the limited
number of available recipes, and the fact they did
not change for a couple months inferest waned over
fime.
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OF USERS TO PLACE ORDERS

A. INCREASING THE ABILITY OF USERS TO PLACE AN ORDER

3. Moments-based shopping
Currently, the Picnic store is organized in the same way as physical supermarket around types
of products. However, the customer does not necessarily need fo see all the products in a
category, but he wants to buy a meal for his family, prepare a luncheon, do the shopping for
the annual BBQ with the neighbours or organize drinks with friends including bites. Picnic can
play into this by providing moments-based shopping: special pages per activity. It can do so
as the lay-out of its store is not limited to the same physical constraints as supermarkets.

Providing moments based shopping can be via special pages, but might also
work with suggestions from product add-ons. For example, when you are buying
anice wing, you get the suggestion to also buy cheese to go with it.

Reducing the need to decide what products to buy?

In addition to aforementioned strategies, Picnic might also reduce the need of their customers to decide what
products to buy. This would mean that Picnic makes the decisions for the customer.

This would involve a high degree of curation, for which the company currently lacks the knowledge.

Hello Fresh

This meal kite delivery service is a good example of how
Picnic can reduce the need for customer to decide what
products to buy. Based on simple questions to the customers,
the company provides meal kits with detailed recipes. The
customer does not have o decide what to eat, but can focus
on cooking instead.
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Increase the ability of users to place a

complete order

Due fo the delta between purchase and delivery,
the minimum order value of €25 and the limited
number of slofs available, orders are very “definitive”
fo customers. Therefore, the customer cannot
afford to forget any products, as that would force
him to either wait atf least an extra day or go to

a physical supermarket. Both scenarios can be
problematic for the user, and thereby for Picnic. It is
hypothesized that the definitive nature of ordering
at Picnic leads to a higher cognitive effort for Picnic’s
users. In addition to that, it is in the company’s

best interest to keep customer from going to the
physical supermarket. Therefore, it is essential

fo users place complete orders with Picnic. With
complete, we mean that the order contains all the
products the customer needs or was aiming 1o buy.
It is recognized that pinpointing the exact needs of
customers is a very difficult process, and therefore
this process will always involve estimation and
simplification.

Behavioural design theory suggests that when users

are doubting their ability to complete a task, they are
less likely to engage in the first place, and when they

do engage, they are less likely to complete the task.

Tactics to make placing a complete order easier
1. Check-out suggestions
During check-out, Picnic might suggest product
fo user: Hey aren't you forgetting something?
The store needs to know relatively certain that
this is a product the customer is forgetting. This
can be done by checking for products that the
customer is normally buying. This means that
this will only be an option for active customers.

2. Sharing best practices of other customers
Users in Picnic’s early market have found
ways to successfully navigate the difficulty of
placing a complete order. Lots of users do this
by having a standard day in their week, or by
checking it with their partner, or by checking
the cupboards and refrigerator. Picnic’s store
can be helpful in simplifying this process by
sharing the successful factics of other users,
or by providing help in the form of checklists,

Reducing the need to place a complete order
Apart from improving the ability o place a complete
order, Picnic can also reduce the need to do this.

Add to order

The add fo order feature is

a great example of this. The
recently launched feature is
helpful for users to place a
complete order. This feature

is called add to order and it
enables users to add products
fo their delivery, even after they
have placed their order. This
makes the moment of ordering
less definitive, and allows users
fo add products for which they
would otherwise have needed
to go the physical supermarket.

Reduce time difference between moment of
purchase and moment of delivery

Another way to reduce the need o place a
complete order would be by reducing the time
difference between the moment of ordering and the
moment of delivery. When a customer can order
something and have same day delivery, it is less
important to get all the product you need for that
week in. This solufion, however is not in line with the
company’s strategy. In addition to that, the logistics
are not the scope of this project.
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Ability is defined as the ease with which a specific
behaviour can be performed. The flow model by
Csikszentmihalyi (2013) provides more understanding
of ability. This model defines flow, or a very high
ability, as a combination of an appropriate
challenge and appropriate skill level.

For our early market, the challenge level is
appropriately matched to their skill level, meaning
they have a high ability to use the Picnic store. The
challenge for our late market is similar, but their
ability furns out to be lower. This means that the
difference between these groups must lie in the skill
level dimension. Our early market has higher skills in
placing an order with Picnic because they are able
fo plan their week and deliveries better.

To ensure a behaviour occurs naturally,
Csikszentmihalyi describes that there should be clear
goals, the reward should be in mind, users should
receive immediate feedback, there is a feeling of
effortlessness and ease, and finally the feeling of
control over a task. As first-fime users will have a low
skill, the challenge level should be low too. As their
skill level increases with use, the challenge level can
also be increased.

Figure 44 - Flow model (Csikszentmihalyi, 2013)

Figure 46 - Visual representation of increasing the
challenge level with use

Conclusion ability
The ability of users to place an order at Picnic depends on the ability of these users to do three things: Plan their
groceries, decide what products to buy, and ensure their order is complete.

The right combination tactics suggested in this chapter must be found by experimentation.
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The customers in the early market captured by
Picnic are highly moftivated to order at Picnic. There
are three main drivers for this mofivation, that can
sometimes be combined in one customer but that
does not necessarily have to be the case. The first
reason is that the customers in this group have a
limited amount of free time, so they do not want

fo spend that free time in the supermarket. The
second reason is that they are physically limited to
go fto the supermarket as they are immobile due to
injury or illness, live far away from a supermarket,
or do not have a car to transport heavy groceries.
The third reason is that going to the supermarket
is an extremely painful experience for this group of
customers.

These factors, or a combination of them, leads

fo highly motivated customers. Notice that all the
factors are types of pains this highly motivated
group is feeling. To increase the motivation

of the users in the late market segment, we
should emphasize the pain they experience. The
fundamental drivers of human behaviour are used
to do so: 1) Seeking pleasure and avoiding pain, 2)
Seeking hope and avoiding fear, and 3) Seeking
social acceptance and avoiding rejection (Fogg,
2009).

Driver 1. Seeking pleasure and avoiding pain
Giving customers the chance to find pleasure
somehow in the app, this might be by providing
rewards such as very good deals which cause the
user fo feel pain when he is not getting the right deal,
or an unexpected favourite products which relieve
some kind of pain. These rewards are different

for each user and extensive experimentation is
recommended. To utilize the avoiding pain driver, we
can emphasize the pain of losing something. Van
Lieren (2018) defined this strategy as Avoiding losses.
For example, we might give the customer a certain
exclusive right, such as their “‘own” delivery slot. If
they do not order, we might threaten o take this slot
away from them.

Driver 2. Seeking hope and avoiding fear

The second driver is seeking hope and avoiding fear,
Seeking hope can for example be about hoping

fo win prices, find nice new product and recipes or
ofher positive surprises. The scarcity effect leverages
the fear of missing out that customers might have.
This fear can be tapped info by emphasizing the
limited availability of a product or delivery slof.
Avoiding fear of being out of groceries at crucial
moments, for example when you have to prepare
meal for your kids.

All rewards and possible achievements can be
framed as either something we stand to gain or as
something we stand fo lose. However, fear is offen @
more powerful moftivator (Deci & Ryan, 2010).
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Driver 3. Seeking social acceptance and avoiding rejection

People generally are motivated to act, when they can win social acceptance and status just as we are
moftivated to avoid negative consequences which might lead to social rejection. Therefore, people are less likely
fo engage in behaviour that is outside of the norms of their social group.

California based online grocer Goodeggs is using social proof
Other online grocers are using festimonials of successful customers as social proof. These testimonials can
convince new users that more people like them are using the product, and it is thus okay to do so.

Conclusion motivation

Aforementioned strafegies fo increase motivation haven proven effective for a number of products but miracles
aren't 1o be expected. In general, researchers such as Fogg and Eyal agree that increasing motivation is
extremely hard fo do. They state that it is therefore more effective to focus on making the desired behaviour
simpler. Infuitively this makes sense, as from experience we can fell that people are often hard to motivate, while
engaging in simple fasks happens almost automatically.
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Conclusion strategy 1

By increasing motivation and ability both the
convenient outsourcing, and pleasant service
groups can be moved above the action line in Fogg
model of behaviour. This means that they now

can successfully complete the action of ordering
groceries at Picnic, if a sufficiently strong frigger is
present.

This strategy will be mainly beneficial to increase

first order conversion. Although this strategy does

not specifically focus on the efficient control group, it

might influence their ability and motivation as well.

This will likely not increase their first order conversion, Figure 46 - Visual representation of strategy 1
as they can already successfully complete this

action. However, it might have impact on how easy

and pleasurable the experience of groceries doing

is for this group. This is likely to franslate to bigger

basket sizes or less time spend per order.

During a discussion it was noted that theoretically it
is also possible to move the two groups above the
action line not by increasing ability for group 1, and
motivation for group 2, but the other way around.
Although this might be frue in theory, figure 32.
Shows that the required increase in motivation for
group 1'is much larger than the required increase

in ability. The same holds true for ability in group

2. In addition to these bigger required increments,
the starfing point on these alternative dimensions is
higher. The law of diminishing refurns suggests that
it would e harder increase this motivation of ability
from a higher starting point.

Figure 47 - This strategy increases perceived ufility

Although increasing the ability of the convenient
outsourcing group might be the most effective way
fo get them to cross the action line, it is not said
that their motivation will not increase due to the
factics applied for the pleasant service group. The
purely horizontal and vertical axis in this model are
thus simplifications of the frue changes along these

dimensions.
Figure 48 - Alternative ways to move group above the

action line.
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First order helper
To make the aformentioned strategies and tactics
more tangible, they are brought together in the
concept of the first order helper. This makes use of
the persuasive design strategies of chunking and
sequencing'.

Chunking

It is easier to process and remember

information when it is grouped info

familiar and manageable bits.

Sequencing

When complex activities are split intfo

smaller pieces, it is easier for people to

perform the desired bbehaviour.

In addition to that, planning is made easier by
making the user commit to a delivery slot earlier in
the process, deciding what products to buy is made
easier by moments-based shopping and providing
more relevant confent.

This way of shopping might hurt the basket value
minimally but is expected to boost first order
conversion. Grocery marketing experts indicated
that it is more important to get users in your store
first, and later increase their value per order.

This is also observed within Picnic, where the
average order value of customers increases as they
place more orders.

Therefore the possible negative impact on basket
value is taken for granted.

Figure 49 - First order helper

1. See appendix A.3 for full overview of strategies
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ACTIVATING THE DESIRED BEHAVIOUR ONCE USERS ARE ABOVE THE ACTION LINE

Increasing the frequency of inferaction is beneficial
in forming a Picnic habit. Eyal (2010) states that

o build a habit-forming product “‘connect your
users’ problems to your solution with enough
frequency fo form a habit”. This implicates that a
certain frequency is required to form a habit. This s
supported by Johnson, Bellman & Lohse (2003) who
state that the more a product is used, the higher
the cognitive lock-in of that product becomes. In
addition to that, they find that due to repeated
practice, the perceived utility of the product
increases. Apart from forming a strong habit and
more lock-in in the long term, it is also expected

that increasing the frequency of interaction leads o
better short term results, as chances of customers
placing a purchase increase when they are often in
the position to place their orders. The frequency of
interaction of the user with the product is increased
by lefting the user load strong friggers and providing
him with variable rewards.

Loading strong triggers

Literature on behaviour defines two types of triggers,
external and infernal. External friggers serve mainly
to educate and acquire customers. Infernal friggers
are essentfial in ensuring a customer keeps using

a product. Picnic already has a large number of
external friggers in place, which can also be seen
from the high percentage of households that
register. However, in order o build a successful habif,
users should infernalize triggers associated with
Picnic.

Picnic reminder

Figure 50 - Once user are above the action line, a trigger
should be present to engage in the desired behaviour.

External triggers

These friggers come from the environment of the
user, Through interference of outside actors. They are
a result of advertising, marketing or other presence
of Picnic, whereas earned triggers are the app icon
on the user’s phone after download, the word-
of-mouth of safisfied customers, or coverage in
newspapers. These friggers are useful for acquiring
and educating customers but less effective in
forming a habit. This has two reasons: First, these
friggers can simply not always be present and two,
when they are present foo often, they can become
annoying to the customer leading 1o a negative
effect.

Currently, users indicate that they often forget to order their groceries via Picnic,

as it is simply not part of their routine. This is also indicated by the success of the
Picnic reminder; this feature is simply a push message reminding the user to place
an order. This feature was pushed to experience Picnic with at least 5 orders. Even
for this experienced group, that should have made Picnic a part of their grocery
routine to some extent, this feature had alarge impact on the order frequency. This
indicates that without such a feature, these users will simply forget to order, even

though they want fo.
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Internal triggers

These friggers occur internally, without interference of outside actors. When a product is tightly coupled with a
thought, an emotion, or a pre-existing habit it can create an internal trigger (Eyal 2010). The potential triggers
related to groceries are defined based on interviews and field research indicate that there are nine specific
moments that customers think about their groceries.

Figure 51- Picnic related triggers in customer journey

These moments should be converted into friggers that fire the Picnic habit. This basically means that customers
should relate these moments to using the Picnic app. This does not come naturally and requires repeated use.
In this section we propose various ways of fransforming these moments intfo friggers and affix them to the Picnic
habit. It must be noted that this is only a small part of available strategies, and experimentation is required 1o
find the ideal one.

Types of trigers
Fogg (2009) defines three types of triggers: Spark triggers, facilitator triggers and signal friggers.

Spark triggers

In situations where users have the ability, but lack the moftivation, highlighting fear or inspiring hope are effective
means. Leveraging the power and persuasive patterns of any of the three fundamental drivers of human
behaviour mentioned earlier can be effective. These types of friggers are especially suitable for the Pleasant
service group, as they have the ability, but lack the moftivation to use Picnic.

Powerful spark triggers could be connected to 1) recurring periodic events, or 2) events that mark a so-called
fresh start. In the first case, these events help build up anficipation by connecting fo recurring events or
fraditions. In the second, the mechanism is used where people set goals af the start of a new time period. These
frigger should be presented fo the user at the moment they are actually able fo take action. If we define the
action as shopping for groceries and placing an order, this moment is mostly an idle moment in the life of the
customer. For some, this is their daily commute, for others this is a fixed another fixed moment of the week.
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Figure 52 - Distribution of orders and deliveries over the week

The data shows that most orders are ploced on Sundays, Mondays and a smaller peak on Thursday. This
seems to be in line with recurring periodic events and fresh starts, as users seem fo distinguish between the week
and the weekend.

Facilitator triggers

In situations where users have a high motivation, but lack ability, facilitator friggers might be used. When these
types of triggers are effective, they convey to users that the farget behaviour is easy to do and that it will not
require resources he or she does not already have.

Signal triggers

In situations where users have both high motivation and high ability to perform a target behaviour, a signal,
for instance a simple reminder, is enough. These friggers do not have to motivate or simplify a task, they simply
have fo be there fo remind the user of the target behaviour at the right fime.

Tactics to help users load strong friggers

As our digital devices become more context aware, the more powerful friggers have the potential fo be. As
recipients, we will be most tolerant of signal- and facilitator-triggers, as spark-friggers have the potential to
annoy us by being an unwelcome distraction as they try to mofivate us o something, we have no origindl
infention of doing. This reinforces the decision fo focus on the convenient outsourcing group first, as the
pleasant service group is harder 1o convince.

Figure 53 - Picnic and their types
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Moment or trigger

Desired behaviour

Tactics to affix to Picnic habit

Planning your week

Plan your groceries along with your
week.

Integrate slot selection with Calendar software. For
example, by sending an invite for a slot on the day the
customer normally places the order.

Feeling hungry

Grab some products you have
ordered at Picnic, and already order
it now for the next time you want to
use this product.

This is the hardest one, as Picnic can't offer direct
satisfaction. The company can maybe give some kind
of wink to the customer 1o help him deal with the pain,
such as offering a discount on cup-a-soup, a well-known
snack for people feeling hungry around 16:00 at work.

Using last bit of certain
grocery product

Open app and order and restock
this product.

Commercials and push-messages that emphasize that
Picnic can help you in making sure this doesn't happen
again.

Being out of a certain
grocery product

Open app and restock this product.

Commercials and push-messages that emphasize that
Picnic can help you in making sure this doesn't happen
again.

Finding a good recipe

Open app and find a nice recipe.
Not necessary per se that you order
it in the app, can also be used just
for inspiration (Amazon strategy).

Providing high quality recipes in the app that are
presented in a compelling way. This can be potentially
done by collaborating with cookbooks or magazines, or
popular chefs.

Deciding what to eat

Opening the app and finding a nice
recipe.

These recipes can either be your own, those suggested
by Picnic, or things your friends or influencers are eating.
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Receiving your Picnic
groceries

Already start orders for next week

This is already tackled quite well, by providing a receipt
that draws people back to the app. This might be the
moment to ask the user to already add products for next
week. The user might be asked “next week, same fime”.

Coming home with your
groceries bought atf the
physical supermarket

Decide to shop via Picnic from now
on.

This needs creative ways to connect this moment to
Picnic. An example of this might be a give-away action
that asks people to take a picture of their heavy bags of
groceries purchase at physical grocers. The winners of
the action get the same bag of groceries from Picnic.

Consuming the grocery
product

Enjoying the great quality of Picnic
products

Having Picnic-branded products, or other ways to
reinforce that Picnic provides quality products and
produce.
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Providing (variable) rewards
User perform their actions because they expect

and desire a reward. The triggers mentioned in

the previous section can therefore only be effective
when an appropriate reward is gained by the user.
Figure 36 provides a visualization of how this process
work: A user needs to atf least hope to gef some

kind of reward, each fime he opens the app. All

of these rewards feel good to the user, and most
importantly involve a certain degree of uncertainty.
Olds and Milner (1954) have showed that these
rewards activate a part of the brain called “Nucleus
accumbens”. This area is mainly activated by good
deals, certain things we really want to buy, love, food
and fechnology. In habit forming fechnologies, its
more about wanting the reward rather than actually
getting if.

These rewards can be divided info three categories:
1. Social rewards 2. Resources
This type of reward comes from
ofher people. Examples of these
rewards are feeling good for
someone else, competing and
cooperating with peers, and
receiving recognition and praise
from others. In search of these
rewards, users are more likely

fo engage in behaviour that is
accepted in their peer group.

Picnic might use these rewards
by also using testimonials of
happy customers. Other ways to
use this category of rewards | by
providing customers with things
that have “badge value’, ways to
show of they are using Picnic, and
are therefore modern and cool.

These rewards can be food and
resources such as money or
information. We emphasize the
search part, because the effort
increases the perceived reward.
Eyal calls these rewards “the
reward of the hunt”. Resources
for Picnic customers are food, buft
also inspiration on what to eat
and how to prepare the food.
The biggest challenge in these
fypes of rewards is that Picnic
can't offer instant gratification.

Figure 54 - Picnic’s reward cycle

3. Self-achievement
The third reward is in the
search for self-achievement.
Examples of this are
mastery, competency and
consistency. A relevant
example of this type of
reward is the feeling you get
after you have checked your
WhatsApp messages and
the red bubble on the app
icon disappears. This plays
into the need of customers
fo have a sense of mastery.
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Snapchat streaks

Snapchat uses a combination of self-achievement and social rewards by creating
snapchat streaks. This streak starts when users message each other for a couple days
in arow. This provides users, especially teenagers, to return to the app daily in order to
maintain their streak. Although the impact was not made public, analyst believe this
greatly increases the frequency of use for a specific group of users.

This reward can be achieved within the closed system of the user and the app. By performing certain actions in
the app, the user can be rewarded. This can for example be affer placing a certain number of orders.

Picnic can use gamification concepts like this to provide extra rewards for ifs user. An potential example would
be a Picnic streak, where customers can get a streak when they order for three weeks in a row. Every week that a
user places an order, the streak is continued.

Picnic handwritten letters for loyal customers

In the past, Picnic wrote a personal note to customers, congratulating them with their 25th order. As the
company grew, this was outsourced fo tfeenagers, and when they couldn’'t keep up anymore, the initiative
died a slow death.

Conclusion

By providing the customers with the right combination of friggers
and variable rewards, Picnic can increase the frequency of
interaction with the Picnic store. It is crucial 1o do this at the right
moment for the customer, so the user is actually able fo perform
the tfarget behaviour. This is expected to increase the frequency of
interaction, leading to a stronger habit. This is in line with the habit
formation model, where habifs are a product of frequency and
perceived ufility.

Figure 55 - Effect of strategy on habit
formation
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Picnic should aim to forge a personal relationship
with the user by tailoring the app fo the
preferences of the user. This process is generally
known as personalization. Although definitions of

personalization are not identical, scholars agree that

personalization provides individual customers with
tailored offerings based on customer preferences
(Tuzhilin (2009), Moon et al. (2008)).

Personal information can be used to tailor content or

functionality o our preferences, interest, knowledge
and other personal traits (Schneider et al, 2018).
This adjustment fo personal needs is based on o

simple concept: messages, content, and experiences

that we affribute to our self, reinforce our identity
and differentiate us from others (Schneider et al
2018). As a consequence, they seem generally more
appealing, more valuable (Kahneman, Knetsch,
Thaler 1991), and more persuasive (Petty et al 2000).
Due fo this personalization, users feel like a product
is “theirs”. This feeling leads to a higher appreciation
for the product (Petty 2000). Apart from the altered
perception, users may actually benefit from relevant
information or functionality that better suits their
needs. For these reasons, personalization increases
both switching cost and perceived utility.

The personal information mentioned earlier can be
obtfained in two ways: The first option is via direct
input from the customer, through for example filters,
feedback buttons or direct guestions.

The other optfion is to look atf the user’s behaviour

in the app and derive meaning from that. These
approaches fundamentally differ in the degree of
control the user has, but also in the amount of effort
a user has to invest in “personalizing” his product.

Personalization is not always the optimal strategy.
Results of a study conducted by Choi and Doo-

Hee (2015) reveal that customers prefer standard
products over personalized alternatfives when the
range of personalized options exceeds a customer-
perceived opfimal point. Therefore, the customer-
perceived opfimal point must be defermined before
personalizing anything at scale. This needs o be
done through thorough experimentation.

Figure 56 - Increasing the perceived utility with each usage
cycle, through personalization of the app.

User-driven personalization

This type of personalization is driven by the user. It
allows the user to make the app “theirs” by adapting
it fo their preferences. This feeling of ownership

will lead to an improvement in both actual and
perceived ufility of the app. Examples of bottom up
personalization are through filters or user generated
content. These are all forms of user investment, as
defined in the habit model

Spotify example

Spotify is very good af leffing
users create value within the
product. Examples of this are:
following artist, following friends,
and creating your own playlist.
The strongest driver here is

the large collection of Spotify
playlists that users might create
over fime. These are artefacts
into which the user has put
significant effort, making the
decision to cancel all the more
difficult. This is based on the
condition that the value can't be
fransferred fo competing music
streaming services, as is currently
the case.

72 Chapter 4. Product strategies

4.4 STRATEGY 3 GROW PERSONAL
CONNECTION WITH EACH USE

Picnic reminder example

The Picnic reminder allows users to set a custom push message, reminding them to
place their order. This is a simple and effective way to let users tailor the app fo their
preferences, enabling themselves 1o form a Picnic habit more effectively.

Picnic-driven personalization

This type of personalization is also driven by usage cycles, but the actual personalization is performed by Picnic.
By using the product, the user provides Picnic with relevant data which it can use to tailor the app to the person’s
likings. This is already happening with ranking algorithms, that sort products in the app in such a way that the
most relevant products will show up at the top of the page. This form of personalization also requires a form

of investment, that makes the app better for the next go round. However, the type of input is less direct and the
user will thus not noftice. Therefore, this investment will not feel like work for the user.

The lack of relevant products and promaotions is offen mentioned by users as an improvement point for Picnic.
This is logical, as most customer do not reach the point where the ranking algorithms have enough data on the
customer fo rank the products in a useful way. In addifion to that, user feel like promotions are only insufficiently
failored to their preferences.

Apart from adapting the order in which products are displayed, Picnic might tailor recipes, product suggestions,
and ftext messages to the user (predicated) preferences.

Picnic purchase page

The prime example of successful picnic-driven personalization is the purchases
page. On this page, the app saves the top 30 products the user bought more often.
This creates a highly personalized page with content that is mostly relevant to the
user. This page accounts for more than 1/3 of the products added by active users.

Spotify discover weekly

Spotfify has created algorithms that learn the preferences of listeners. These
algorithms are based on the artist and playlists you listen fo, but also on whether
you like a previous suggestions or whether you skip a certain song. This information
allows Spotify to create Discover Weekly, a list of songs that specific user probably
will like as it is relatively similar to things the user listened to before. This list is
regenerated every week.

Another example is the Summer Rewind playlist, that confains songs you liked last
summer. Picnic could offer similar tailored “playlists” to its users, such as for example
a Summer Favourites list of groceries.
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44 STRATEGY 3 GROW PERSONAL
CONNECTION WITH EACH USE

45  CONCLUSION

Effects of personalization
Personalizing the app will lead to both an actual and
a perceived utility improvement.

Actual utility improvement

The user actually improves the app for himself, the
app gets more useful because it is better fitted to
his preferences. Consequently, they seem generally
more appealing, more valuable (Kahneman,
Knetsch, Thaler 1991), and more persuasive (Petty et
al 2000). Due to this personalization, users feel like
a product is ‘theirs’. This feeling leads to a higher
appreciation for the product (Petty 2000). Apart
from the altered perception, users may actually
benefit from relevant information or functionality
that better suits their needs.

Perceived utility

This effect is compounded by the improvement in
the perceived ufility of the store. Because the user
has put so much work in, he will value the store more
than the actual improvement would be able to
justify. This effect is known as the ‘sunken cost fallacy’
of the user. This fallacy occurs when people let
previous commitments weigh in on future decisions
even when rationally these commitments do not
have any influence on these decisions. This fallacy is
widely recognized among psychologist. Recently it

is mostly ascribed to a fixed reference point and loss
aversion (Friedman et al 2007).

Switching costs

Personalizing in this manner requires an effort from
the user. This effort increases the switching costs 1o
ofher products.

These efforts are known as investments in Eyal’s
habit framework and defined as followed: “when
the user does a bit of work in anticipation of future
rewards”. This increases the likelihood of the user
initiafing the next usage cycle. We identify two ways
of investing:

1. Loading the next trigger
Loading the next trigger can be for example
downloading an app, allowing push messages,
or seffing the “boodschappenwekker”.

2. Storing value
Storing value means improving the product
by your use. Ways of doing so are by creating
content, datfa, a reputation or followers. This
value will make the app better for the next go
round. This lefs users put significant effort into the
store, making the decision to stop using it more
difficult. This is based on the condition that the
value can't be fransferred fo competing music
streaming services, as is currently the case.

Picnic can lef users store value by in the short term
letting them create their own lists of favourites or
setfilters. In the long ferm, other components might
be infegrated such as a feature that allows you fo
follow friends or influencers to find out what they are
ordering. This is one of the most successful retention
strategies defined in our case study of Spofify .

If the store gets better with each use, the user has @
strong incentive fo keep using it. This repeated usage
reinforces his Picnic habit. It is natural that forming

a relationship requires frequent interaction. Fournier
(1988) states that “relationships are constituted of a
series of repeated exchanges between two parties
known to each other”. This means that in order fo
successfully create and maintain this relationship,
frequent inferaction is required. This leads us fo the
third product strategy.
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According fo theory strong habits are formed when both the perceived utility and frequency are high
enough. This also follows from users interviews, that show that for users with high perceived utility are more
likely o convert to active users. Chapter 2 identified the factors that drive this higher perceived ufility. From
app usage data, it can also be deducted that users with more inferactions have higher conversion rates fo
active users. Customers that had interactions with the Picnic app, in the 30 days prior to their invite had far

higher first order conversion rates than customers who did not have interactions with the app in that period.

Figure 57 - How the three product strategies connect to form a strong habit

1. Internal data analysis for the period of 01-01-2018 until 15-10-2018

Increase the frequency of interaction
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CHAPTER 5 °.0

This chapter defines the most suitable method for implementing the
proposed product design strategies.

In this chapter:

5.1. Organizational analysis

5.2. Analysis previous strategic efforts

5.3. Conditions for successful implementation
5.4. Proposed solution




5.1

ORGANIZATIONAL ANALYSIS

5.1.  ORGANIZATIONAL ANALYSIS

This chapter analyses the organization of Picnic and its implications on the implementation of aforementioned
product strategies. These strategie are complex design challenges that involve a high degree of uncertainty
about how these objectives can be accomplished. Tackling such challenges requires a systematic and strategic
approach (Calabretta et al 2016). Such an approach has fo suit the existing structures and processes of an
organization. To gain insight into the existing structures and processes interviews with team members were
conducted. These were then combined with the author’s observations.

Analysis of product development

process

The product development process of Picnic’s

store team was analyzed (see Appendix C.I for full
analysis) to increase understanding of the process.
This analysis showed three patterns:

Linear process

Firstly, the current product development process
is relatively linear. This means that once an idea
is passed the quarterly roadmap session, it
must be build and A/B tested. While it is logical
that the business has to align on what is being
build each quarter, the problem is that this
process assumes that the feam has all the
necessary information upfront. This does Not
take into account that most learning is done
while designing and developing the product.

3. Conflicting interests
Finally, there is an inherent conflict between
different stakeholders embedded in the current
process. In the road mapping sessions, different
tfeams with different goals need to decide
what needs to be built fogether. For example,
when the partnerships feam wants custom
functionalities for a promaotion with a partner,
but the Store team wants to spend their design
and development resources on another project.
These situations occur without the feams having
an objective way to consider the impact of their
solutions. This conflict is enlarged by the limited
development capacity of the store feam.

Drivers of patterns
When digging deeper for why these patterns occur,
6 challenges that stakeholders face were found.

2. Top-down decision making Management challenges
Secondly, the process is relatively top down, + Stakeholders require specific and fime-bound
meaning that the management team and commitments to be able to plan accordingly.
other business teams have a large say in + The management feam wants to have control
what is being build. This happens first in the over what the Store team is working on, and
quarterly road mapping sessions, and later therefore requires concrete plans that ensure
in the board meeting where the roadmap The priorities are sef correcily.
needs to be approved. This is frustrating for + The high workload of ad-hoc feature requests
the store team, as they can't invest enough That are considered ‘must-haves'
resources in projects they deem important.
Cultural challenges challenges
+ The strong focus on execution over extensive
strategizing.
+  The benefit of documentation and information
sharing is not entirely recognized within Picnic
Collaboration challenges
+ The high number of dependencies between
feams, can complicate autonomous decision
making.
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Barriers for implementing long term strategy
These challenges manifests themselves in three
problems that make creating a long term strategy
harder for the store feam:

1. High workload of “must-haves”
In 2015, Picnic started from scratch with a
relatively small team. Being a start-up, the store
team was focused on building o minimum-
viable-product. As the tfeam scaled, it took on
new challenges, but still has a high percentage
of must have features it must build.

2. Strong focus on execution.
The Picnic organization has a very strong
focus on execution. This is a remainder of
the early days spirit where it was go-fime all
the fime. This spiritis reflected in the infernal
motto “think, dare, do”. Although this culture
is very valuable for a company who is frying
o build something radically new, it might
stifle creative long ferm thinking when people
feel execution is the only important thing.

3. Large number of dependencies.
There are many dependencies between
different Picnic feams. This means that long term
planning is by definition a trade-off between
the (sometimes conflicting) interest of teams
(proof). Thereby, it is hard to prioritize across
feams. The final decision on what gets prioritized
is now mainly driven by management and the
power of persuasion during planning meetings.

Different degree of organization needed as
company grows

In fast-growing start-ups, it is difficult to keep teams
aligned in a shared vision. Part of the reason for
this, is that employees joined at different moments,
with different mindsets and goals. These do not
always align. In this section, the differences between
early employees and later employees are laid out.
These are mainly based on the research of Cagan
(2011), who conducted numerous case studies on
company cultures in technology driven companies.

Early employees

The founders start the company with a strong vision
fo guide them through the ambiguous phase of
starting a company. The first round of employees
often has characteristics that make them better
suited to pick up this vision. Moreover, this vision is
often one of the reasons they join the company in
the first place. This group takes a relatively large risk
by joining a young company with unproven product
market fit. These people often have an appetite for
risk and are interested in the business as a whole.
Because the feam is smalll, it fakes relatively few
interactions fo keep everyone updated on what is
happening throughout the company. The smaller
the feam, the less need to formalize communication
and document decisions (Cardon 2004). This
group has no need for extensive documentation

of values and ideas they share naturally. Although
this approach might be valid for the first round of
employees, it might be problematic for sulbbsequent
hires.

Later employees

Once the company grows, new hires have
fundamentally different profiles than the previous
generation of hires. These different characteristics,
in combination with the increase in the number of
employees, leads to new organizational dynamics.
The new employees are more risk aversive and do
not necessarily feel the need to understand the
company as a whole. They do not only buy info the
vision of the founders when joining the company, as
they are also assured of a competitive salary and

a proven product market fit. Therefore, they place
less emphasize on the value of vision and alignment
across teams. This group is generally more positive
fowards documentation and guidelines. However,
they need more convincing of how considering the
business as a whole can benefit their daily work.

Conclusion

Our implementation method should cater both

to early employees, who are generally averse of
extensive documentation and guidelines, and late
employees, who have to be convinced of the value
of a strong vision and a holistic approach.
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5.1.  ORGANIZATIONAL ANALYSIS

The current product development organization
is not suitable for next phase

The current product development process is a
valuable method fo solve clear defined problems,
of which the added value is clear on the outset.
However, the process is less suitable to solve
problems with a higher level of ambiguity.

This can be problematic, as the store team is
entfering a new phase that involves more complex
and ambiguous projects. Previously, the feam
worked on more clearly defined features, that were
considered must-haves. Now, new challenges arise
as the feam works on further enabling its customers
fo use the store in an efficient and pleasant way.

In addition to that, the current process does not
cater fo newer employees as it does not provide
enough context. This will make onboarding new
employees more cumbersome, which makes scaling
the team harder.
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5.2.  PREVIOUS STRATEGIC EFFORTS

Analysis interaction qualities model

The designers of Picnic’s store team recognized the
same challenge in 2018. They opted to solve this by
creating the interaction qualities model. This model
was created in order to have a model of what is
important to the customer, and how the feam could
design for this. Unfortunately, the model wasn't
successfully adopted .

There were three main reasons for the model did not

reach ifs full potential:

1. Ambiguous qualities
The interaction qualities are open for
interpretation, making evaluating initiatives on
their basis hard and unproductive. Due to their
ambiguous nature, the qualities do not provide
sufficiently clear guidance. Therefore, they are
not easy to franslate to tangible product ideas.

Figure 59 - Inferaction qualities model

2. Limited buy-in
The modelis very design driven. Buy-in
from the engineers and other business
stakeholders is limited. In addition to that, the
model does not resonate with management,
which decreases buy-in even further.

3. No measurability
The model does not make its outcomes
measurable. This is a major obstacle
in a company with a large number
of analytically inclined people

Although infernally the method proved o be
somewhat helpful, the interaction qualities model
was not helpful in providing other teams with clear
commitments, nor for providing the management
feam with clear priorities and accountability.
Therefore, the model has not achieved the
momentum for it fo be fully effective.

Previous strategic efforts
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5.5. CONDITIONS FOR
SUCCESFULL IMPLEMNATION

In order to successfully implement the suggested product strategies, the organization needs o be aligned on
what the most important projects are, there needs to be buy-in across the organization, or else resources will
not be made available. When both alignment and buy-in are achieved, the feam will be able to operate with

a higher degree of autonomy. This allows the team to set their own course, and thereby work on the most
important problems for the customer. In order to do so effectively, the team needs to have the full context of the

problem and the (business) impact of solutions

Align initiatives across organization
Observation and interviews with stakeholders
indicated that for the rapidly scaling company,
aligning tfeams is the biggest challenges. Due o the
interdependent and infegrated nature of Picnic’s
organization, it is crucial 1o be able 1o set priorities
across teams. In order to do this efficiently, feams
should be able to align in the same vision. This
allows the teams to consider how other teams
conftribute to this vision. The most important thing

in successfully aligning is having a shared vision.
Therefore, the store team should make it more clear
how their product confributes in the vision of the
friendly local milkman. Another way in which this
alignment can be achieved by having an objective
way to choose between very diverse projects on
which project should get prioritized. The best way to
do soin the Picnic organization is by having data on
the expected impact of your initiative.

Create buy-in across organization

Teams need time to discover successful solutions for
the less well-defined problems the prosed strategy
aims o fackle. In order to be granted the time to
work on projects related 1o our proposed strategy,
the Store feam should create buy-in across the Picnic
organization. The Oxford Dictionary defines buy-in
as “‘agreement with, or acceptance of a policy or
suggestion”. It is expected that the created buy-in
willlead to a higher appreciation for the work the
Store Team is doing, which in ferm leads to a more
motivated team. Buy-in is easiest 1o achieve when
there is a proven frack record: This worked before,
and we expect it fo work now. By connecting the
different ideas that should make the store better for
each user, a coherent narrative can be formed, and
previous success can be used as argumentation for
new inifiafives. A compelling vision, and a clear way
fo communicate this vision are also very helpful in
creating this buy-in.
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5.5. CONDITIONS FOR
SUCCESFULL IMPLEMNATION

Create a higher degree of autonomy

Teams need a certain degree of autonomy to figure
out the best solutfions for these problems. Autonomy
is defined as the freedom from external control

or influence. With strong teams, a high degree of
autonomy leads to higher motivation and stronger
sense of ownership (Cagan 2011). Weaker, or less
experienced teams often have a harder fime dealing
with autonomy. The Store team is experienced and
problems higher levels of autonomy are not to be
expected.

Both Garcia and Pintric (1996) and Dickinson (1995)
have found a strong relatfion between a groups’
autonomy and their mofivation that stems from
this. By providing more autonomy, feams generally
become more motivated and perform better.
Research by Deci & Ryan (2010) shows that this
increase in moftivation is mainly driven by the teams'’
need for a sense of competence and confrol. It must
be noted that this mechanism only works for people
with a strong infrinsic motivation.

Figure 60 - The team in a meeting

Provide context to team

The aforementioned product strategies propose

a clear direction on what problems o solve, but
not necessarily on what exact features the team
should build. The feams need to shift the focus from
building features to solving problems, captured by
the quote: “Fallin love with the problem, not with the
solution.”” Focusing on features means that you
assume you know how your customers will react to
these new features, whereas this is something you
generally cannot anficipate upfront. Literature on
innovation management suggest that companies
that follow similar approaches outperform their
peers (Rodgers, R., & Hunter, | E. 1991, |. Doerr 2018).
This shift can lead to amibiguity for the team. In
order to correctly franslate the strategy to concrete
initiatives, the Store feam needs to have a deep
understanding of the customer and his problems.

1. The original source of this quote is unclear but used by Eric Ries in his book The Lean Startup.
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5.4. PROPOSED SOLUTION

Implementation through a comprehensive product design framework

An effective way in which proposed design strategies
can be embedded in the Picnic organization is by
creating a product design framework. A framework
is a strategic and comprehensive approach to the
design of a product (Lee, 2018). These frameworks
come in many different forms, as they should be
tailored fo the company’s unigue product and
culture.

Alarge share of companies that build digital
products use systematic approaches which are
(partly) made available online. Examples of these
companies are Airbnb, Facebook and Confluence.
Confluence’s framework is most public, exposing

Figure 61 - Atlassian’s design system

everything from their brand guide fo design
principles. The value of this system is that it provides
guidance, and helps align feams and individuals.
Product, or design principles for example, serve as a
way to “Communicate what the feam values, and
what the product should be”. (Cagan, 2011)

In the study The business value of design, McKinsey
found that companies that score high on their

design index (MDI) achieve superior financial results.

One of the key determinants of a companies” MDI is
whether design has analytical leadership, meaning
along-term design strategy is present, and design
meftrics are being tracked.
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5.4. PROPOSED SOLUTION

It is crucial that the product design framework

is embedded in the current design process. This

framework will help the feam to build a befter store

forits users by:

1. Providing the team with clear guidance,
while allowing for flexibility
The store feam needs clearly defined problems
it wants to solve for our customers. The
framework should focus on solutions for these
problems, rather than output from feams.
This is hard to achieve in the current linear
process, where the team has fo commit fo
features that are expected to solve the problem
early on. Having a clear guidance in the form
of well-defined problems will help the team
move fowards a more iterative approach.

2. Providing the team with a strong mechanism
for alignment
The framework should enable the store team
fo weigh the priorities of different ideas and
features. These options can be ideas generated
within the store team, or by ofher Picnic feams.
This will allow both feams to understand and
quantify which of the options deserves the
priority. In theory, this should give the team
the ability fo prioritize long term customer
value over short ferm gains. When the feam is
able to successfully align with other teams, it
can achieve a higher degree of autonomy.

A clear direction and shared vision leads o more
engaged team (Rodgers & Hunter, 1991). This is
amplified by the higher level of autonomy for the
feam. Therefore, it is expected that this framework
will lead to more motivation and a stronger sense
of ownership. Even though our analysis does

not indicate motivation and ownership being a
problem, an increase herein might sfill be possible
and beneficial to the results achieved by the feam.

The analyses in this chapter showed that in order
for the framework o be successful, it must meet the
following requirements:
1. The framework must be measurable
In order fo thrive in Picnic’s highly analytical
culture, the results the framework aims to achieve
should be clearly defined and measurable.
By doing so, the store is provided with both
an evaluative and generative framework.
2. The framework should be clear and concise
The Picnic organization has limited folerance
for ambiguous or surplus communication.
Therefore, the framework should be clear and
concise fo succeed in the Picnic organization.
3. The framework should have companywide
buy-in
The framework will only be useful if both the
store feam and the rest of the Picnic organization
see the use of this model and implement if.

Conclusion

This chapter has proposed the requirements for
successful implementation of the product strategies
defined in chapter 4. The product design framework
will be further detailed in the next chapter.
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CHAPTER 6

6.0

This chapter infroduces the proposed solution: A product design
framework tailored to Picnic’s store team. First, an overview of this
framework is provided, after which all its aspect are elicited. The

chapter then explains how this framework meets the requirements
defined in the previous section, compare it to other frameworks, and
describe the fit with the current culture and processes at Picnic.

In this chapter:

6.1 Overview of framework
6.2 Vision

6.3 Product strategies

6.4 Key results

6.5 Principles




6.1. OVERVIEW OF FRAMEWORK

We propose a hybrid strategic model' that provides long term focus whilst allowing for flexibility. The framework

consist of 5 elements.

Figure 62 - Visual representation of framework

1. Vision
This model consists of a vision to provide
direction in all product development efforts.
This vision is derived from the company vision
and based on the findings of this thesis.

2. Product strategies
The vision is operationalized via three product
strategies. These are high-level directions
that help more customers build a strong
Picnic habit. These strategies come with @
set of tactics that help the store team build
features based on these strategies.

3. Key results
The effectiveness of the vision and product
strategies will be measured through the key-

results. This makes these strategic aspects more

concrete and measurable. By doing so, the

effectiveness of the strategy can be determined,

increasing buy-in across the organization.

4. Principles
Finally, a set of product principles are used to
help the feam in their decision making process.
Apart from making the decision making process
easier and more consistent, these principles make
communicating decisions across teams easier.

5. Actions
These are the initiatives, ideas and features that
follow from the other elements of the framework.

By providing guidance and a mechanism for
alignment within the tfeam, and across the
organization, this framework will help the feam build
a more habit-forming store for ifs users.

1. For more information on the value of hybrid strategic models see Appendix A.l
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6.1. OVERVIEW OF FRAMEWORK

Durability of framework

The product development model has different
degrees of flexibility and durability. The vision should
be fixed for multiple years, so it can provide the
tfeam with a clear long-term direction and goal. As
we go down further in the pyramid, the framework
becomes less rigid. The actions, projects and
features, should be flexible, in order to fully empower
the team and not get in the way of creative ideas.

The different degrees of durability mean that the
model should be revised on different time scales.
As arule of thumb, the durability of each element is
stated below.

Vision

The product vision should be stable for a
period of af least 2 1o 3 years but might
prove valuable for a longer period of fime.

Strategies
The strategies are expected o be valid
for a period of at least 1 years.

Principles

Principles can be sharpened every 6 months
or so. This makes them relatfively stable,

but at the same time flexible enough to
include new learnings. In addition to that,
regular sessions help to reinforce the
principles in the minds of the team.

Figure 63 - Durability of the framework

Key results

Key results come in different forms. The high-
level key results are expected 1o be stable
for a very long period of fime. The most
important high-level results is the annual
value of a customer. This metric measures
how much a customer contributes to Picnic’s
results. The more detailed results are more
flexible, and project depended. These might
change per project and thus per quarter.

Actions

Big projects that involve multiple feams

should be considered per quarter, which

is a requirement to align with the planning
processes of the entire company. For projects
with less dependencies the Store feam can
commit to solving specific problem for ifs

users in a given quarter, but not commit 1o
building a specific feature. This will increase the
flexibility of the team to evaluate the project on
amonthly basis. More detailed decisions are
made in bi-weekly sprint planning sessions.

Overview of framework
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6.1. OVERVIEW OF FRAMEWORK

Elements of framework

The framework is a hybrid between agile and strategic models.is hybrid approach combines the best of both
worlds by ensuring long term guidance while allowing for individual initiatives and creativity.

The framework is a combination of strategic design methods and models used by technology start-ups. The
vision is inspired by design thinking methods. The product strategies and the associated key results are derived
from the Objectives and Key Results methodology proposed by Doerr (2018). The principles are inspired by case
studies of Spotfify, Netflix, and Aflassian , which showed how and why the design tfeams of these companies
spend fime and effort in creatfing the perfect product principles. This value of principles is recognized by Cagan
(2011) who states that: “These principles provide highly valuable tools to align the team and the rest of the
organization on what kind of product we want to build”. The connection between these elements was made by
the author of this thesis, in order to create a framework that truly matches the needs of Picnic’s store feam.

Effect of framework

This framework helps Picnic’s store feam to move from a semi-structured approach to a strategic coordinated
effort. This will lead to better alignment and more guidance, which in turn should lead to a better store that
offers more value to its users.

Figure 64 - Visual representation of shift in framework of store tfeam

Currently, the tfeam is a high energy organization focused on tackling problems and projects as they arise.
Sometimes, this makes it unclear how the developed solutions connect. In the new model, there is a much
stronger connection between actions and results, which are aligned under one clear vision. This vision is
operationalized through well-defined product strategies. This will help the team fo unlock more value for the
user with the current relatively small workforce. In addition to that, it will facilitate the growth of the feam by
ensuring new team-members are easily onboarded info the vision and values of the team.
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6.2.  VISION

The vision is the starting point and guiding principle
of our product development framework.

There is an extensive body of studies and evidence
that positively links vision To product successes
(Lynna & Akgun 2001, Brown & Eisenhardt 1995,
O'Connor & Veryzer 2001). Thornberry states

that “clear, stable and lofty organizational vision
can provide directions to a company and can
posifively impact its ability fo succeed.” In the study
the business value of design (McKinsey, 2018) the
authors state that: The companies with the best
financial returns have combined design and
business leadership through a bold, design-centric
vision clearly embedded in the deliberations of their
fop teams. A strong vision can explicitly commit
organizations to their goals. Despite this body of
research, Lin and Luh (2009) conclude that most
organizations do not have a commonly recognized
visioning methodology. Despite the fact that there
IS No consensus on methodology, they fo agree
that a clear vision is a powerful instrument for an
organization.

Company vision

The Picnic company has developed a successful
vision; it aspires to be the friendly local milkman that
serves millions of families. This vison is franslated
info Picnic’s service by the conversational and
playful fone of Picnic's communication, the friendly
appearance of EPV's, and a high level of customer
service. In addition fo that, Picnic offers locall
products, and sponsors local events.

Because the company effectively connects the vision
foifs operations, it manages to win the sympathy
and frust of its customers. This increases the affect
customers feel for Picnic. According o theory, this
has positive impact on the business performance
by decreasing price pressure (Aaker 1992), reduces
the costs of acquiring new customers, and increases
the forgiveness of users when mistakes are made
(Fournier1988).

Translation of vision to Picnic’s store
Currently, the company-wide vision is not sufficiently
franslated to Picnic’s store. This is indicated by the
feedback of a user that states:

“Everything is so personal, but when | go to the sfore,
it does nothing for me. It is bland and unpersonal”

Our analysis of the current store showed that there
was alow degree of relevance in products and
promaotions for users . This is especially noticed

by customers that aren’t new to the store. An
interviewee stated that: “Picnic seems 1o focus mostly
on atffracting new customers and does not do much
for its existing customers”!

The lack of relevance basically means that the app
is not tailored o the personal preferences of our
users. So, the lack of relevancy, is effectively alack

of personalization. We aim 1o enhance retention by
helping customer build a stronger habit more easily.
There are three values that should be translated
from the general vision into the Store’s product vision:
1) Friendly, 2) Local, 3) Milkman. While friendly and
local are more obvious qualities, milkman needs
more explanation. The milkman is an archetypical
representation of an old-school, reliable person. Both
media and consumers have referenced fo this type
of nostalgic feeling (NRC 2017)

It should be sfressed that it is common practice 1o
ascribe human values fo inanimate objects such as
companies. Aaker (1997) showed that consumers
show no difficulty in assigning personality qualities fo
brands. The same principle can be observed in the
case of Picnic, which EPV's are commonly referred fo
by customers as “cute”.

1. See appendix B
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6.2.  VISION

Proposed vision for the Picnic store
The little milkman in your pocket.

Picnic’s store is your very own little milkman, or that
of your family. This little guy or girl is always right
there in your pocket. He is friendly and ready to help,
and knows all about food. He is a great at planning,
even when you are not. And, he knows how to make
you smile. As you get to know each other and form
a personal bond, you will enfrust him with more of
your grocery related fasks.

The little milkman makes the Picnic store the easiest
and most enjoyable grocery shopping experience.
For some families, this means that the milkman
saves them lots of time, and helps them be more in
control of their lives. For others, this is about reducing
the number of cognitive decisions, whereas for other
it is about creating more delightful moments while
shopping at Picnic.

The milkman achieves this by facilitating the full
shopping experience: deciding what to eat, sharing
favourite products and recipes.

Your own milkman, means a unique milkman
Because every Picnic user is unique, each personal
milkman is slightly different. These differences
manifests itself in their behaviour and suggestions,
which should be very well suited to the needs of

the customer. Concretely, this means that the app
does not have to be the same for each user. For
some users for example, certain orders of different
pages in the storefront will work better than for
others. Singles are known buy more alcohol and
convenience products, so it would be logical

fo make it easier for them to navigate to those
products. Some users might get more messages that
they should fry a certain feature, as their “milkkman”
believes that feature is more suitable o them. On top
of that, the user can adjust his own app by adding
their own lists, filters or other personal artefacts.
Through these mechanism, everyone can have its
own personal milkman.

Figure 65 -Visual representation of the store vision: The little
milkman in your pocket

Figure 66 -Different personal milkman for different types of

users
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Goals derived from vision

From this vision, the following goals are derived:
The store should be ubiquitous, always around
and with frequent triggers for use.
The store should feel very personal fo the
custfomer
Placing an order should always be easy, whether
you know what you want, or you are undecided.
The store should provide just the right amount
of guidance fo the shopper.

These goals are embedded info the product
development framework via the product strafegies,
key results and principles.

Communicating the vision

Effectively communicating the proposed vision is
essential for its success. It is proposed fo do so by
creating a vision movie. Film is a powerful medium
that is unparalleled in the degree of emotional
reactions it can evoke with relatively low effort of the
viewer.

In addition to that, a short video overcomes the
limitations that a prototype might have in terms

of fidelity; High fidelity prototypes feel like they are
already “‘done” and therefore invoke little inspiration,
where low fidelity profotypes are often hard fo
interpret for people who are less familiar with
product design.

Storyboard for vision movie

Due to the time constraints for this thesis, creatfing
the full movie was not feasible. Therefore, a
storyboard is provided that explains the concept for
fhis vision.

In addition o this story, a very short GIF is created.
This GIF consists of just one simple movement, the
little milkman crawling out of your pocket, ready fo
serve. This is in itself a powerful image that captures
the idea of the little milkman in your pocket. This GIF
can be shared via Slack, causing it to spread virally
across the Picnic organization.
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6.5. PRODUCT STRATEGIES

The three strategies to help more customers form a strong Picnic habit proposed in chapter 12, are franslated
intfo product strategies to facilitate implementation. The product strategies make the vison concrete and can be
clearly measured.

Strategy 1: Enable different types of user to order

The little milkman in the customer’s pocket helps the different types of

family customers place orders easily. He does so by increasing the ability

of the Convenient Outsourcing group, and the motivation of the Pleasant
Service group, moving both groups above the action line. The motivation

is increased by applying behavioural design strategies and evoking the
pleasant feeling of deliveries more effectively. While the abllity is increased by
1) Increasing the ability of customers to plan their groceries 2) Increasing the
ability of customers to decide what products to buy, and 3) by increasing
the ability of users to place complete orders. This product strategy is also
expected to positively influence the CAV of the Efficient Control and non-
family customers. This is expected o mainly impact the first order conversion.

First more different customers should be
enabled to place an order

Strategy 2: Increase the frequency of interaction

The little milkman makes inferaction more interesfing and reminds you fo
open the app at the right moments. This makes it easier 1o build a strong
Picnic habit for more users. This effect is achieved by loading strong (internal)
friggers for the next use, and by providing variables rewards. This product
strategy is expected to mainly benefit repeat purchase customers, and drive
next order conversion and purchase frequency.

Once these customers are enabled, the

STraTegy 3: Grow persona | connection frequency of interaction should be increased

The little milkman is nimble and becomes a betfter and more fun grocery
gnome each time you interact. This in combination with a higher frequency
of inferaction, leads to a highly personal store, with high perceived ufility
and switching costs. This is done by combining Picnic-driven with user-driven
personalization strategies. Picnic-driven, where Picnic changes the lay-out
and content of the app based on your past behaviour. User-driven where
users actively make changes to the app, so it suits their needs befter. By
doing so, the perceived utility of Picnic will increase with each usage cycle.
This product strategy is expected fo be mainly beneficial o repeat purchase
customers and drive next order conversion. However, it is also interesting to
figure out how to already personalize based on the information customers

provide upfront, and their behaviour while on the waiting list. Finally, when the users inferact frequently with

the app, it should improve with each use
Conclusion
These three product strategies combined provide a clear path forward and operationalize the vision.
They should be embedded throughout the feam and organization. This thesis will go info detail on how
to achieve this in chapter 8 Implementation. One of the ways to ensure successful implementation in the
data-driven company that Picnic is, is by quantifying the product strategies and their impact on business
performance. The next chapter looks at how these product strategies and their effect on refention can be
fracked and measured.
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64. KEY RESULTS

In order fo make the aforementioned product strategies actionable and measurable, they are connected to
well-defined key results. We define three levels of key results: High-level, mid-level and detail-level.

High level result

The high-level key results are the customer annual value (CAV), which is the key metric that fracks how valuable
a customer is to Picnic. The CAV for a given customer is the number of orders of that customer times the
contribution per order. The confribution is how much profit Picnic makes on that order. Although this can

be precisely measured, for our purposes it can be sufficient fo measure the average basket value. This is
reasonable proxy, as a large share of costs scale per order, and not per SKU. This means that in general, bigger
orders are more profitfable.

Once customers form a strong Picnic habit, they will order more often and therefore their CAV will increase.

Mid and detail level results

The mid- and detail-level results are specific to every individual paradigm. The combination of these results
influences the high-level results, as visualized in the figure 67. It must be stated that most of these results are
already measured by Picnic. This section provides insight in how these existing metrics, and a couple of new
metrics, fie in to the three product strategies defined in the previous chapter.

Figure 67 - Hierachy of results
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64. KEY RESULTS

Strategy 1

Enable different types of users to order

The goal of this product strategy is making placing
an order with Picnic easy for the different types of
families. The first type is focused on minimizing fime
spent on getting groceries to their home, the second
wants to minimize cognitive decisions, and the final
group wants fo maoximize pleasure.

Product strategy 2

Increase the frequency of interaction

In order to build a strong habit, the frequency of
interaction should be increased. It is important 1o
notfe that we do not wish fo increase the fime spend
shopping, but just the frequency of interaction with
the app. This means that we do not want customers
fo spend a longer fime in the app in fotal, but we
want them to spend fime in the app more offen.

64. KEY RESULTS

Product strategy 3

Grow personal connection with each use

The crux of this product strategy is that the store
should improve and feel more personal with each
use. How personal something feels is hard to
measure. In the current store, users are asked to rate
their order, but it is observed that this is mainly based
on the quality of the products and the delivery
experience, rather than the shopping experience.
Users could be asked to answer guestions on this,
but that would disrupt their shopping flow and is
therefore not advised. Therefore, we focus on the
improvement with each usage cycle.

Mid-level results

The aim is fo frack how easy it is for these groups to
order. The clearest mefric for this is the conversion.
Because this product strategy is mainly focused

on first order customers the key metric is first order
conversion affer 10 weeks. In addition to that, the
next order conversion is fracked.

Mid-level results

One way fo frack the frequency of interaction is
measuring what % of (active) users has opened

the app on that day. If the goal is to increase the
frequency of inferaction, this metric should increase
over time. In addition fo that, the number of sessions
per order should increase, with the frequency staying
the same or becoming higher. SO, more sessions

per order, with the number of orders per time period
staying the same or increasing.

Mid-level results

Improvements in product utility can be measured in
the following walys, consistent with the metrics we
frack for product strategy 1; The time and number of
clicks it takes to place an order. To filter for the effect
of bigger basket sizes, we will look at the time per

€ spend, and the number of clicks per euro spend.
Furthermore, the basket size is expected 1o increase
due to a more affect driven shopping experience.

Detail level results

The ease of an action depends on a user’s
motivation and ability. Motivation is relatively hard
to measure. Either, Picnic can frack the order rating.
Or it can analyse the app reviews on specific fopics.
Both aren't perfect metrics, because only a small
subset of customers reviews the app, and the order
rating is mostly reloted to delivery and freshness
quality. To frack ability, we will look at the fime and
number of clicks it fakes 1o place an order. To filter for
the effect of bigger basket sizes, we will look at the
fime per € spend, and the number of clicks per euro
spend. The aim is to especially reduce the second
mefric, to enable the convenient outsourcing group
o place orders easier.

Detail level results

To drill down further into the increased frequency, we
will look at the average number of sessions an active
user has within one week. This number should go up
as the product strategy is implemented.
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Detail level results

To be able to correlate the improvements in the
mid-level results with the paradigm, we will look at
detailed metrics for both the fop down and bottom
up personalization strategies.

For the top down personalization we will look at

the conversion on suggested products, recipes

or promotions. The metrics we track are: What
percentage of the products that are suggested to
you do you actually buy? And what percentage of
your basket consists of Picnic-suggested products.
For the bottom up, or user driven personalization, we
will first look af the number of artefacts created. This
for example fracking how many lists and recipes a
user makes. In addition to that, we will look at how
often products are bought from these artefacts (% of
basket that is added from recipes).

Figure 68 -Design for store dashboard

Figure 69 -MVP of store dashboard

Conclusion

The proposed metrics serve as a way fo make the
proposed vision and product strategies measurable.
This is highly important in the analytical culture of
Picnic. These metrics are combined in a dedicated
store dashboard, that allows the team to check
their progress in a simple way. This dashboard will
be discussed in more detail in the Implementation
chapter.
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6.5. PRINCIPLES

Principles that reflect the values and vision of the store feam.

Data-driven decision making is often impossible
before creating a new product of feature.

In inferviews with the designers, developers and the
PO, it became clear that there are a large number
of decisions that have to be made on a daily basis.
Sometimes, these decisions can be made based on
data, but more often clear data is unavailable. This
makes the success of new products or features is
highly unpredictable.

Challenges of decision making in ambiguous
environment
When clear factual information is missing, decisions
have to be based on intuition and reasoning. This
reasoning is often based on numerous assumptions.
While this might be unavoidable in the design
process, this decision-making process has the
following downsides:
Chances on wrong decisions are high
[t is fime-consuming.
[t might hurt coherence in decision making.
Someone might not feel “heard” if his opinion is
pushed aside.
These issues can lead to sub-optimal results, as the
tfeam is not fully motivated.

Product principles

A fried method of facilitating decision making

in highly ambiguous environments is by using
principles. These principles are known as product
principles, a set of beliefs and intentions that

reflect a product feam’s values and vision. The
principles provide direction to the feam and create
understanding of what is important to the team and
the product. In addition to that, these principles can
serve fo inspire new product features.

Formulating the store team’s principles
The final principles were co-created with the
product owner and designers of the store team. This
happened through multiple iterations. The first step
in this process was getting input on the fopics the
feam members offen had discussions about. Out

of their input on these fopics, the first version of the
principles was synthesized. These principles were
then discussed in a group setting with the designers.
This led fo more iterations that were frequently
shared with the involved feam members.

This iterative process led fo strong involvement of the
key-stakeholders within the tfeam, who are the ones
that should implement these principles in their daily
work. Therefore, itis crucial that they see the value

of these principles. The frequent iterations helped to
make the principles more concrefe and applicable,
which helps the involved feam members use them
more easily.

Figure 70 - The principles are shared via a dedicated
Confluence page.

98 Chapter 6. Product design framework

6.5. PRINCIPLES

Product principles for Picnic’s store team

Trust over everything else

Groceries and high frequency deliveries into your
kitfchen require trust. Trust is multi-faceted; our
customers should frust their data privacy, the
friendliness of people, and the quality of groceries.
Picnic should never violate that frust but reinforce
with every inferaction.

Meaningful interactions over full automation
Forming a habif requires interaction and can't

be fully automated. Becoming the best milkman
requires a personal connection and trust, which can
only be achieved through meaningful interaction.
Therefore, shopping at Picnic should never be fully
automated for users.

Meaningful inferactions provide users with a feeling
of being in confrol. However, customers do not want
fo spend too much time and energy on grocery
shopping. Therefore, Picnic should provide only
meaningful interactions, meaning important or
pleasant decisions.

Customer perception over rationality

True customer preference shows through actual
behaviour, and does not always follow rational
paths. The value customers ascribe fo product and
services is highly subjective. The store feam must
never mistake its own assumptions on what is “the
right thing” with actual customer preference that
shows true actual behaviour.

Conclusion

Building and nurturing over exploiting
Picnicis in it for the long run and values a good
relationship with the customer over quick profits.
The company is building a better way of doing
groceries together with their customers, and this
fakes fime. Therefore, we focus on building and
nurturing the market rather than exploiting if.

Guided mastery over forced learning

The store should get better with each use, enabling
discovery over time. This is always done in a way
that helps customers focus on shopping itself, and
not on how the shopping works.

The Picnic store grows with the customers as they
use it more often. Picnic is safisfying to master, from
first browse o using advanced features.

Empowered customers over Picnic power
Picnic is creating the ideal grocery experience
fogether with its customers, thereby giving them
great powers. Our customers help create our
assortment, tweak the store to their preferences, and
are empowered fo handle refunds themselves. We
give customers the tools to personalize their store
instead of providing a one size fits all.

The product principles presented in this chapter are an essential part of the product development framework.
They are a way o make the vision and product strafegies more tangible and thereby easier to implement. In
addition to that, they serve as a useful tool fo align with other feams on what is deemed important fo the Picnic
store. It is easier to dismiss a request for a business-driven feature when it conflicts battle-tested principles rather
than just the opinion of the product owner. The proposed principles seem to have the support of the Store team.
Feedback from the designers indicated that they see these principles as a valuable tool to help guide decisions
during the design process. However, these principles are not sef in stone. They lay in the middle of the flexibility
axis infroduced in chapter 20, which means they should be reviewed roughly every 6-12 months. When principles
are reviewed the feam needs to ensure they still represent the consensus of the tfeam, and o a lesser extent the
company, on what kind of product it wants to build. In addition fo that, they should always be done so that the
principles are in line with the vision and the rest of the product development framework.
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1.0
C H A PT E R 7 This chapter aims to validate the proposed framework. It does so in

two validation steps, one with customers and one internal validation.

In this chapter:
71. Validation with customers
72. Internal validation




/1 VALIDATION WITH CUSTOMERS

Validating a strategic framework is a challenge, as strategies are to be implemented over a longer period of
fime. This is consistent with the definition of strategy as “a deliberate set of guidelines that determines decisions into
the future” (Mintzberg, 1991). This challenge also exist for the product design framework, which can only fruly be
validated by using it over a long period of time.

For both the academic purposes of this thesis and the benefit of the company, it is inferesting o conduct
preliminary research on the effectiveness of the framework.

Therefore, an estimation of the validity of the framework is made based on two method: Validation with the
customer based on pairwise comparison, and validation with the feam based on a sorfing activity.

Validation with customer
In order to fest the validity of the framework, customers were asked to rate how much they thought the different
elements of the framework would benefit their use of the Picnic store.

Method

First, design and technology savvy customers got an explanation of the proposed framework. The vision,
product strategies and principles where explained and discussed. After the customers were familiar with the
concepts, they were asked fo rate the last four main features launched by the store feam on this strategy. So,
the feature that suited the framework the best was ranked the highest. This exercise was performed with three
customers, all professionals working in app design or development. This ranking was than compared with the
actual effects of these features, obtained by previous A/B test. This allowed us to check if the features that suit
the framework the best, are also the most effective in increasing retention.

Selected features

Tab bar SKU based recipes Add to order Picnic reminder
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/1 VALIDATION WITH CUSTOMERS

Results

CONFIDENTIAL

The combined ranking is: 1) Add to order 2) Picnic reminder 3) Tab bar 4) SKU based recipes.

We notice that SKU scores especially low, according fo the respondents, this was due to the low quality and
variety of these recipes. Add to order, on the other hand scored very high. The respondents indicated that it
made placing an order during the day less stressful as you can always add stuff lafer.

Difficult task for respondents

The respondents had difficulty in answering the aforementioned questions. They indicated that the framework
was rather abstract for a customer, and therefore hard to evaluate. The author of this thesis assumes that more
valid results can be achieved by testing actual prototypes with these customers, which can be considered the
next step when this framework is adopted by the store feam.

Validation with customers 103



/1 VALIDATION WITH CUSTOMERS

Results from A/B test

We analyse the impact on habit by looking C O N FI D E N TIAL

at the data from A/B test conducted by
Picnic.

The relevant meftrics we look at are
conversion and order frequency.
Conversion is defined as conversion o the
next order affer 6 weeks.

Frequency is defined as the number

of deliveries divided by the number of
ordering customers. These metrics are
closest related to habit.

Comparison of rankings

We then compare the refention score with the
actual effect on conversion to active customers
for the selected features. The actual effect will
also be ranked, as we do not expect 1o find clean
correlations in this highly abstract model. If the

ranked scores and ranked actual effect are similar,

we have strong evidence that developing features
according to our framewaork yields features that
have a positive effect on our conversion rates.

Conclusion

According to this validation step, the framework has high chances to be successful. The feature ranked highest
on the framework generally perform better in terms of actual impact on habit. However, the test group did have
difficulties with the abstract considerations required to draw these conclusion. As mentioned previously, it will be
more effective to test with prototypes, and later with actual A/B tests of new features. For now, the results of the

CONFIDENTIAL

test group will be considered, but a larger sample size is not obtained.
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7.2 INTERNAL VALIDATION

Because the framework was too abstract for user, a
new round of validation was required. Therefore,
simpler method was chosen o validate infernally at
Picnic.

Method

A workshop was conducted with two strategic
design students. In this session, the four features
discussed in the previous section were compared
fo the framework. The question here was: would
we have built this feature if we were using the
framework? In order to provide the design students
with enough context, a short presentation on Picnic
and the product development framework was held.
After this presentation, the different features were
presented to the students.

In line with framework

Add to order was judged fo suit the framework
well, it increase flexibility for the users, and makes
orders less ‘definitive’ This in furn increases both
the motivation and the ability for users to ploce an
order. This especially holds frue for the convenient
oufsourcing group, which are hypothesized o be
less able to place a complete order in one go. This
group is now facilitated to place an order and add
products along the way.

The Picnic reminder also suited the framework

well. It provides meaningful interactions, and a
personalised reminder. This increase the frequency
of inferaction with the app. The feature helps user
add personal value, and was only revealed to more

experienced users. In addifion to that, this is a fypical

feature that is suitable for families.

Not in line with framework

The recipe feature was less well aligned with the
framework. Although the feature does reduce the
cognitive effort of deciding what to eat, there are
ofher aspects to this feature that still make it hard
fo use. The main problem is that the user should
remember what recipe he has selected, as it will not

show up in his basket. Itis also hard to find the exact

preparation guide affer having order the recipe.

In addifion to that, there is no personalization in the
recipes, all users get the same recipes. The recipe
would be a great opportunity fo provide variable
rewards when opening the app, by seeing new
recipes daily.

Unclear fit with framework

Tab bar navigation was harder to place along the
dimension of fif, non-fit. There were arguments for
both sides. The most relevant argument for why

it suited the framework was that it did reduce the
cognitive effort of doing all process in the app, which
automatically made ordering easier. However, it
was not enfirely clear how that worked. The most
relevant argument why it did not fit the framework
was that it did not clearly connect 1o any of the
product strategies. Does it make ordering easier?
That does not necessarily show from data, as first
order conversion does notf increase. Somehow it
does increase next order conversion, making it
contribute fo habit formation for more users.

Conclusion

The second round of validation showed that the
framework is useful fo designers, but discussion
whether a feature or idea suifs the framework
might still arise. As mentioned in the infroduction
of this chapter, precise validation is impossible
for a strategic framework. However, the two
validation methods did provide an indication

of the effectiveness of the framework before
implementation.
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8.0

This chapter detailes how the product design framework will be
implemented within the Picnic organization in general, and the store
team specifically

CHAPTER 8

In this chapter:
81 Implementation




8.1 IMPLEMENTATION

The proposed framework can only have impact if it is used by the store feam. This chapter defines how o
successfully implement the framework, enabling to the team to use it and thrive.

Translating the framework to concrete initiatives

The framework provides a comprehensive method for Picnic’s store team to develop a habit-forming store.

It provides the team with direction and a method o align ideas and people, within the feam, and across

the organization. It is not a complete, IKEA instruction’, how-to-guide on building a habit-forming store. The
team, and especially the product owner and designers, must infegrate it into their thinking and decisions
making processes. Only then, the framework will lead to concretfe initiatives and thereby results. This process of
implantation is facilitated by clearly communicating the framework and its benefits, and by providing clear and
easy ways to embed it across the organization.

Communicating the product development framework

The framework should be communicated within the team and throughout the organization. This is done by
creating a presence in both the physical and digital space both these stakeholders frequently visit. The physical
space is the office, and especially the ‘Store corner” where the team has its headquarters. The digital spaces the
whole organization frequently visits are Slack and Confluence. By integrating the framework in the daily digital
processes of stakeholders, it becomes ubiquitous. Communication is done both in both a central and decentral
manner. With central, we mean fixed communication that goes only one way. With decentral, we mean two-
way communication that does not require interference of the author of this thesis, nor the product owner.

Central communication

The cenfral communication creates a single source of fruth, which is always easy o find and provides overview
right away. An example of central sharing is creating specific confluence pages similar to those of Atlassian
pictured below.

Figure 71- Simple and effective communication of design framework by Atlassian (www.atlassian.design)

These are easy fo find and digest. Another example is a specific user insights channel in Slack. Here, insights are
shared and discussed with over 30 people from all customer-facing feams within Picnic.
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8.1 IMPLEMENTATION

Decentral communication

Decentral communication is about allowing the
stakeholders of this framework fo infernalize it and
have a bif of fun. It is done by creating shareable
stuff in Slack such as GIFs and customized emaojis
(there is already a segmentation emoji). The

user insights Slack channel is also a way for all
stakeholders to communicate without any central
involvement.

The decentral approach is also embedded in the
physical space. We propose to add pinboards for
the different product strategies. On these boards,
the tfeam or other feams can pin suggestions. In
addition fo that, we want to pin successful features
fo related product strategies by making polaroid
pictures of them and pinning them

Communication strategy per element
Each element is used at different moments
and for different purposes, and thus should be
communicated in another way.

Vision
The vision is relatively fixed and should be the
overarching fruth of everything that Picnic does. It is

crucial within the team, and across the organization,

people can align in this vision. Therefore everyone
should agree with the vision and it should be
communicated in a compelling way.

It is advised to make a short vision video that is
shared to all new people upon joining Picnic. Also,
we should pin it to the Slack channel of the store
(both the private one for the team, and the one
where ofher teams can interact with the Store
team). In addition to that, a poster is made that
communicates this vision and hangs in the ‘store
corner’. This vision is also included in the Confluence
pages on the product development framework.

Family personas

Personas were created for the different types of
families that use Picnic. These are shared physically
via posters and digitally via the confluence page
system. For the full personas, see the chapter User
Research.

Product strategies

The product strategies are presented in detail to the
feam. Afferwards, they will be shared physically via
posters and digitally via the confluence page. The
features that link to the product strategies and are
successful are attached fo provide examples of how
fo make the product strategies complete.

Key results

The results are shared in analyses of new features.

In addifion to that, they will be included info a new
AB test dashboard. Finally, it is proposed fo create

a design data dashboard, that displays the key
results per product strategy in real fime. For this
dashboard the most relevant mid and key results will
be displayed in real fime.

Principles

The principles are discussed in a special workshop,
and then made public via the confluence page.
An annually sessions will be organized to revise the
principles.

Embedding the framework in

organization

Once the framework is clearly communicated, the
next issue to tackle is how people can actually use it.
As mentioned earlier in this thesis, the framework is
not a step-by-step how-to-guide on how fo build the
store. This is both impossible and would be a very
bad fit with the independent and enfrepreneurial
mindset Picnic employees generally value. It is
therefore partly up fo feam how fo precisely embed
the framework in their daily work.

There is however an important role for the fech lead
and especially the business lead (product owner) to
drive the use of this framework. This can be done by
referring to the vision, product strategies or principles
in ideation or evaluation activities. Communicating
the results of AB fest, with the new key results per
product strategy is another example of how the
product owner can drive this new way of thinking.
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CHAPTER 9 7.0

This chapter concludes this thesis by defining how the goals set in the
beginning of this project were achieved, and by stating the limitations,
implications and recommendations that follow from that conclusion.

This chapter is concluded by a personal reflection.

In this chapter:

91 Conclusion

9.2 Limitations, implications and recommendations
9.3 Personal reflection




91  CONCLUSION

The aim of this thesis was o increase refention for
Picnic by creating a habit-forming store.
The first step in solving this problem was taken by
creating a comprehensive framework for the product
design process of Picnic’s store tfeam. This framework
focusses on creating a habit-forming store.
The framework encompasses four elements:
« Aclear vision The Picnic app should be the little
milkman in your pocket.
Product strategies Three strategies to help
more users build a strong Picnic habit
Key results Metrics that make the strategies
measurable.
Product principles That help communicate
what the team believes in. This facilitates
decision making both in the team and across the
organization.

The elements of thisframework are based on literature
on design and new product development, as well
as on examples of other companies. The confent of
the framework is based on theory on refenfion and
habits and on extensive user research. Therefore,
the framework is firmly grounded in both theory and
practice, and suited fo the specific challenges of
Picnic’s users.

Through the comprehensive framework, organi-
zational challenges in implementing design-driven
strategies can be overcome. The most important
organizational challenges for the store team were:
+ Challenges in aligning teams across the
organization,
Challenges in creating buy-in for customer
focused projects
Challenges in autonomous decision making,
due to large dependencies between teams.
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By creating a clear, concise and measurable
framework, this thesis has helped overcome these
challenges. Although this thesis has focused on
the specific case of Picnic, literature and interviews
suggest that the same challenges exist in other
organizations.

The framework was validated with customers, and
internally. The results of both validation steps indicate
that the framework is likely fo be helpful in the store
product development process. However, the value
can only truly be proven by implementing the
framework and putting it to the test.

To achieve successfulimplementation, the framework
must be clearly communicated and embedded in
the daily work of the feam. The latfter should happen
in both creative activities and evaluative activities.
The framework proposed in this thesis helps the
store team to set a course for a longer period of
fime. It helps the tfeam focus on solving the right
problems for ifs users, by providing a way to visualize
these problems and the effect the solutions should
have. The compelling vision of the litfle milkman in
your pocket provides the tfeam with direction, and
helps stakeholders across the organization align.
The framework is however not a definitive ‘how to
guide’ on building habit forming store, and proper
implementation and execution are crucial fo create
a truly habit-forming store.




9.2 LIMITATIONS, IMPLICATIONS
AND RECOMMENDATIONS

Limitations

The main limitation of this thesis is the fact that
product design and customer behaviour are not fully
predictable. The framework presented in this thesis is
therefore not a definitive ‘how-to” guide on building
the Picnic store, but rather a fool fo help the team
focus on the right problems and guide their thinking.

Another limitation is that although the product
strategies are firmly grounded in theory and bosed
on a combination of qualitative and quantitative
user research, the synthesis that led to these
strategies is highly dependent on the author of this
thesis. For other designers, the provided insights will
lead fo different solutions. Therefore, the thesis aimed
fo deepen understanding of both refentfion, habits
and the Picnic customers and their problems. This
understanding can e used by other designers or
product owners to draw alternative conclusions.

The final limitation is the unproven validity of the
product development framework. This framework
has to be proven over fime which is unforfunately
impossible within the scope of this thesis.

This research and the designed framework are
focused on Picnic's organization and do nof
necessarily franslate 1o other firms and industries.

Recommendations

For this framework fo be fruly successful within the
Picnic organization in general, and the sfore team
specifically, it must be put to the fest. Therefore,
the recommended methods of communicatfing
the framework and fracking its results must be
implemented. Once the framework it is embedded, it
must be constantly iterated to unlock to full potential
of Picnic’s store feam.

In - my opinion, product development frameworks
deserve far more atftention in the Master of Strafegic
product design. Currently, this study focusses on
either organizational change, or on solving individual
design problems. | believe these two fopics are
strongly interrelated.

To achieve academic significance, alarger scale case
study should be conducted. Companies should work
fogether with academia to gather empirical data on
the effectiveness of design frameworks. This could
also help to define best practices in this field. If this
can be done successfully, the process of creating @
suitable framework should not require an ambitious
graduate infern anymore but can be infegrated in
the daily work of product designers, and product
owners throughout the industry.

Implications

Habits are powerful mechanisms that allow people
fo dedicate their mental energy to important issues.
Positive habits, such as eatfing healthy, can have @
wonderful effect on someones. When helping users
form a habit around your product, it is thus important
fo consider whether you are helping the user form a
positive habit.

If the framework proves to be efficient, it would have

a significant positive effect on Picnic’s business. This

would in turn influence the positive outcomes that

Picnic business model provides for its customers and

society as a whole, mentioned in the beginning of this

thesis. This means that if this framework proves to be

successful, it will help:

+ Increase the amount of spare time for its
end-users

+ Help reduce food waste

+ Help reduce emissions in cities

In addition to that, the user research has found more
positive side effects of Picnic’s service.

It enables disabled people (handicapped or blind)
fo do their own groceries. It also helps people save
money by spending more deliberately, not being
fempted to overspent on impulse purchases.

For these reasons, online grocery shopping at Picnic
can be considered as a positive habit. This is a strong
motivator for the Store team to build a habit-forming
store, and for the author of this thesis to ensure the
proposed framework is successfully implemented.
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9.3 PERSONAL REFLECTION

Personally, | believe that convenience is one of the
greatest gifts to customers, as long as customers
do not have fo frade this for essential things such
as freedom of choice and privacy. Design has the
potential o help Picnic build an extra layer on fop
of their current product that leads to a delightful
experience for its users. This will help Picnic fo build
the best milkman on earth, and | am happy fo be
part of that mission.

The past couple of months have reinforced my beliefin
the power of combining quantitative and qualitative
insights fo serve users in the best way possible. The
process of writing my thesis has taught me the value
of sharing knowledge across feams and of helping
each other.

But it also showed me how hard it can be to function
by yourself rather than in a team. By yourself, you can
impossibly have all the qualities a mulfi-disciplinary
feam brings o the fable. | have always valued
the power of strong feams, and this process has
reinforced that believe. Along the way, | have had
help of a great deal of sharp minds for which [ am
very grateful.

Navigating the different needs of Picnic on one hand,
and the TU Delft on the other, taught me how fo
successfully make compromises. One example of
these types of compromises was the decision 1o not
fry to design, build and implement one of solutions,
but focus more on the organizational aspects that
were involved with the implementation of the strateqy.
The action driven and evidence-based culture af
Picnic helped me to make it very clear why and how
strategic design can add value. I am looking forward
fo implementing the framework within Picnic and
refine my thinking on design framewaorks in general.
This thesis is not the end of my learning journey, but a
milestone along the way.
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"We shall not cease from exploration
And the end of all our exploring
Will be to arrive where we started
And know the place for the first time”

- T.S. Eliot, Four Quartets



