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Case Analysis: Trader Joe’s Case Study
1. Which sources of cost advantage does Trader Joe’s possess, if any? Use information from the case and your knowledge of sources of cost advantage to justify your answer.
Based on the case study, the cost advantage of Trader Joe is that the company focused on the “South Seas theme” which sought to improve the capacity of the stores but also remain cost-effective. The “South Seas theme” as discussed in the case refers to the expansion of the stores to increase the capacity of the products it can carry as well as accommodate an increasing number of customers. Related with the Boeing jumbo jet 747, the case explains that like a jumbo jet that could reduce the cost by traveling the same distance carrying many people, which was ultimately cost-effective, Trader Joe expanded from its stores that were “quite small, less than 10,000 square feet in many cases” to allow more capacity (p. 2).
2. Which bases of differentiation does Trader Joe’s possess, if any? Use information from the case and your knowledge of bases of differentiation to justify your answer.
In terms of product differentiation, Trade Joe tried to focus on the products that customers had not experienced. This is unlike the other grocery stores that went with the trending products. As mentioned in the case study, “eighty percent or more of the products in a Trader Joe’s stores consisted of private label items” (p. 6). Even though this meant that many customers could not find the recognized brands in Joe’s store, it also created a unique and differentiation strategy for the store.
Also, Joe's store adopted a different selling strategy that was unique from the other stores. As mentioned further in the case, Joe’s store sold fruits “by pierce rather than by pound” like the other stores” (p. 6). While these strategies could have made Trader Joe’s store lose customers, they were among the reasons that defined its brand recognition in the market.
The store also made the shopping experience interesting and exciting for customers. As discussed in the case, the store “maintained a dynamic product mix that made shopping at the store feel like a treasure hunt” (p. 6). The merchants introduced about 10 to 15 new products every week. These changes occurred due to necessity such as special seasonal items that were either introduced during the peak season and discontinued when the season was low. With this dynamic shopping experience, Trade Joe’s store made the experience quite insightful for customers.
3. Do any of Trader Joe’s sources of cost advantage and/or bases of differentiation provide Trader Joe’s with a source of competitive advantage? Use VRIO analysis to justify your answer.
Valuable: Trader Joe’s product dynamic mix is a valuable resource to the company and also a key differentiating factor. This enables the company to see the perceived value of its customers. Due to the differentiation of the products, Trade Joe’s customers value the product dynamic mix which provides them with insightful experience.
Rare: The product mix is not rare as identified by the case. Many grocery stores are also focused on providing their customers with exciting experiences. This means that competitors can use the same strategy to inhibit Trader Joe’s competitive advantage.
Imitable: The dynamic product mix strategy is easily imitable. If a competitor commits to research and development, it would be easy to imitate the strategy.
Organization: Trader Joe’s store uses its resources to strategically invest in the right places and make use of the opportunities while also combating threats. In this case, these resources (financial and human resources) prove to be a useful source of sustainable competitive advantage to the store.
4. What recommendations would you make for Trader Joe’s strategy going forward?
Based on this analysis, Trader Joe’s competitive advantage could be harmful or beneficial to the firm. The firm lacks an established brand, which limits its fast movers. One recommendation is to focus on creating their brand, which will give them the first movers advantage. Also, the patent of Trader Joe is not well organized, which means that the organization is not using its patents to the full potential. This study recommends that Trader Joe can change the unused competitive advantage into a sustainable competitive advantage by selling the patented products before they expire.

