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Meal Kits are Here
to Stay
But expect a diversity of providers and delivery
methods in the post-pandemic landscape
The COVID-19 pandemic changed many well-entrenched
consumer behaviors and habits. Some of the most
noticeable changes in habits related to how consumers
acquired groceries and meals. As the pandemic set in,
consumers shied away from restaurants and grocery
stores, instead opting for delivery options and home
cooking whenever possible. The number of Americans
ordering groceries online at least once per month
increased by 12% from 2019 to 2021. The meal kit
market in particular offers an interesting example of how
consumer purchasing behaviors relative to food changed
over the course of the pandemic.
Meal kits are a subscription-based food delivery service
where a company sends customers pre-portioned
ingredients and recipes to prepare meals at home. These
kits can vary in their degree of processing, but they do
not arrive ready-made or precooked. Leading brands in
the meal kit market include HelloFresh, Home Chef, Blue
Apron, and Sunbasket.

Between August of 2020 and
August of 2021, 48% of Americans
tried at least one meal kit service.
The meal kit market experienced significant growth over
the course of the pandemic. In 2019, the market was
valued at $3.5B and has since reached a valuation of
$10.26B for the year 2020. Brands such as Hello Fresh
and Home Chef saw sales grow by over 100% from 2019 to
2020.
COVID created the perfect storm for the meal kit delivery
industry during the pandemic. One survey reports that
between August of 2020 and August of 2021, 48% of
Americans tried at least one meal kit service, and 45% of
those who subscribed to a meal kit delivery service during
the pandemic plan to continue using it. This suggests that

even as we begin to move past COVID-19, the changes to
consumer habits around grocery and meal acquisition,
and in particular the adoption of meal kits, may be
permanent.
There are a number of benefits associated with meal kit
deliveries that will continue to make them valuable in the
eyes of the consumer post-pandemic. As work schedules
and social outings return to pre-pandemic levels,
customers will continue to find value in the time they save
by avoiding the grocery store and pre-ordering meals that
are easy and fast to prepare. Additionally, meal kits make
healthy eating easier, which is a growing concern for many
following lockdown weight gain and an overall greater
awareness of the importance of wellness.

“The pandemic accelerated the
shift to e-commerce, condensing
years of digital literacy and
meal kit adoption into months.”
- Industry executive
Consumers who continue to use meal kits may find that
the landscape of providers and the manner in which
meal kits are distributed will look increasingly varied
over time. The meal kit market is highly competitive and
there are a number of limitations with the delivery model
that make it challenging for companies
to succeed long term. First, the costs
associated with the delivery of fresh food
are extremely high, leading to low margins
that make profitability challenging. A former
financial executive in the meal kit industry
explains that “the cost to ship a meal kit
box 400 miles is in the mid to upper $30
range. That doesn’t leave much money
for the actual food, overhead, marketing
and profit.” Second, there is a tremendous
amount of competition in this space. With
low barriers to entry, the meal kit market
is inundated with vendors who want to
be the next major provider — leading to
intense competition to acquire customers.
A former financial executive in the meal

45% of those who subscribed
to a meal kit delivery service
during the pandemic plan to
continue using it.
kit industry says the costs have become outrageous,
“back in 2016/17 cost per acquisition was $94, but it’s
probably closer to $150 now.” Companies are forced
to spend large amounts on marketing and
customer acquisition to stand out in
an industry that involves very little
protected intellectual property
and limited differentiation.
He goes on to say, “Brand is
not critical. People are just
following deals, which makes
it really hard for companies
to keep their customers. They
only retain around 10% of
customers after initial deals.”
This combination of low profit
margins, high-competition and low
customer retention is likely to change
the market landscape moving forward.
The future of meal kits will likely be far more
multidimensional than the existing set up in which
behemoth national providers dominate with their
subscription deliveries. While industry leaders are
likely to stick around for years to come, there may be

increased efforts among new entrants to differentiate
and find a specific niche. This could include smaller
scale meal kit companies targeting the luxury end of
the market at a higher price point or companies geared
towards specific diets such as vegetarian, gluten free or
vegan.
One such new entrant meal kit company targeting the
luxury end of the market is Tovala. Tovala differentiates
itself from competitors with their meal kit compatible
smart oven, which is programmed with baking
instructions based on meal kit bar codes.
Although requiring a $299 oven might
deter many customers, those that
do buy in reportedly use the oven
32 times a month on average.
The company claims to have a
customer retention rate superior
to other meal subscription
competitors, and may in fact
be setting a new tech-forward
standard for the meal kit delivery
industry.
Industry experts also believe that a
local meal kit model, one not as limited
by delivery hurdles, may emerge because
it is more sustainable long term. One former
executive in food service management says, “what I
see working moving forward are narrowly focused
local companies that can eliminate delivery issues.”
These local meal kit companies could take the form
of a more regionally focused subscription delivery

HelloFresh model or they could rely on partnerships
with local restaurants or grocery chains. In fact, during
the pandemic, many restaurants pivoted during dining
room closures to offer takeaway meal kits so that
customers could have their favorite dishes safely at
home.
It is also possible that this multidimensional meal
kit landscape will increasingly include meal kits sold
at grocery stores with no subscription necessary. A
strategy executive at a leading food services company
believes that the “best option for meal kits would be
the grocery store because it’s the most flexible and has
the least risk of shipping or delivery problems.” Grocery
stores seem to agree, as Kroger acquired Home Chef in
2018 and now sells their kits in stores as well as online.
Whole Foods, Walmart and Publix have also begun
selling meal kits in-store in the last few years.
The COVID-19 pandemic challenged consumers to
maintain the same level of meal diversity that they had
grown accustomed to from restaurants and frequent
grocery trips pre-pandemic. Home delivered meal kits
fit uniquely well into this niche solving the problem
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for many consumers. Although the demand for meal
kits appears to be continuing, it’s unclear exactly what
the future of meal kits will look like. The landscape
of vendors and the way in which consumers acquire
meal kits will likely evolve to include more variation in
offering and more ways to access kits.

