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Summary of Findings 
 Twenty-two of 23 sources said Amazon.com Inc.’s (AMZN) 

AmazonSupply is not taking share from incumbent leaders in the 
maintenance, repair and operations (MRO) sector, and 18 of the 
19 who commented said it is not yet a disruptive force. These 
findings are consistent with Blueshift Research’s May 2012 report. 

 Thirteen of 16 procurement executives do not use AmazonSupply 
either by choice or because of unfamiliarity with the company. Of 
the three users, only one makes frequent MRO purchases through 
AmazonSupply. The other two use it only for spot buys, one of 
which plans to abandon the site altogether in 2014. 

 AmazonSupply lacks industry expertise as well as part certification 
and traceability, does not provide comparable service or support, 
and is unproven with mission-critical parts. 

 However, 13 sources said AmazonSupply eventually could succeed 
based on its strong e-commerce platform, price points, and B2C 
fulfillment reputation. Many sources expect to explore using 
AmazonSupply as part of their ordering process. This marks a 
change from Blueshift’s May 2012 report in which sources were 
largely uninterested in the site. 

 AmazonSupply is more likely to make inroads with small to midsize 
businesses and to unseat small to midsize distributors than 
industry leaders like W.W. Grainger Inc. (GWW), MSC Industrial 
Direct Co. Inc. (MSM) and McMaster-Carr Supply Co. 

 MRO industry trends include continued growth in online orders and 
more demand for same-day and next-day delivery. 
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Research Question: 

Is AmazonSupply taking share and becoming a disruptive force in the MRO industry? 

Silo Summaries 
1) Procurement Executives for Large Companies 
All six sources said AmazonSupply is not yet a disruptive 
force in the MRO sector and five said they do not use 
the site for MRO purchases because it lacks important 
features offered by competitors. Four sources believe 
AmazonSupply holds the potential to be an MRO 
competitor once it displays more experience, reliability 
and a marketing campaign to lure new customers. 
Grainger, MSC Industrial and McMaster-Carr remain the 
established leaders. However, sources believe 
AmazonSupply could threaten small and midsize 
catalog and online distributors.  
 
2) Procurement Executives for Midsize Companies 
Five of six sources do not use AmazonSupply, because 
of its nonexistent marketing efforts, its lack of parts 
certifications, and questions on whether it can save 
costs. However, four sources said they are considering 
or will consider AmazonSupply to learn if it could save 
them money. One source said AmazonSupply is more 
likely to unseat small and midsize distributors rather 
than to take share from the more established, larger 
companies. 
 
3) Procurement Executives for Small Companies 
Three of four sources do not use AmazonSupply, nor do 
they see it as a disruptive force. The one source using 
AmazonSupply is doing so more frequently than a year 
ago, especially on miscellaneous orders ranging from 
$50 to $100. For larger ticket orders, he does more 
research of all competitors, choosing based on price. 
 
4) Product Supply Chain 
These two sources said AmazonSupply has not been 
disruptive to their business nor has it been responsible 
for any significant increase in sales. Both sources said 
their overall sales are up this year. Online orders are 
becoming more common, while same-day delivery has 
grown in importance. 
 
5) Industry Specialists 
All five sources said AmazonSupply is not yet taking 
share or being disruptive in the MRO sector as it lacks 
industry expertise and other important traits like 
traceability and relationships with key customers. 
AmazonSupply’s potential niche is in serving small and 
midsize companies. Success in this area would hurt 
small and midsize distributors more than large players 
These competitors have made improvements of their 
own and now offer improved delivery times and online 
ordering capabilities. 
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Amazon.com Inc.’s AmazonSupply 

Background 
AmazonSupply is an e-commerce site for business and industry. It now offers more than 500,000 products and is emerging 
as a competitive threat in the B2B market. Blueshift’s May 2012 report revealed AmazonSupply was not being used, or even 
considered, by procurement professionals at manufacturing and industrial businesses. All sources said their relationships 
with their suppliers had not been affected by AmazonSupply, which they described as cost-ineffective and lacking enough 
products to fulfill all manufacturing and industrial needs. 
 
More recently, a study by Hybris examined the 200 largest electrical distributors and revealed that 40% of distributor 
websites did not adequately meet buyers’ needs. Amazon’s sophisticated algorithms and data metrics represent a significant 
advantage over conventional B2B supply companies, as consumers have been shown to pay a premium for convenience. In 
fact, AmazonSupply already is gaining traction, with 45% of buyers trying the e-commerce site, and 25% making frequent 
purchases. 
 
A procurement professional interviewed by Blueshift Research for a separate report attended an industry conference this 
summer and noted a tremendous increase in the discussion of AmazonSupply’s effectiveness and ability to disrupt the MSO 
industry. 
 
 
Current Research 
In this next study, Blueshift Research assessed whether AmazonSupply was taking share and disrupting the MRO sector. We 
employed our pattern mining approach to establish and interview sources in six independent silos: 

1) Procurement executives for large companies (more than $1 billion in revenue/sales) (6) 
2) Procurement executives with midsize companies ($15 million to $100 million in revenue/sales) (6) 
3) Procurement executives for small companies (less than $10 million in revenue/sales) (4) 
4) Product supply chain (2) 
5) Industry specialists (5) 
6) Secondary sources (8) 

 
We interviewed 23 primary sources, including two repeat sources, and identified eight of the most relevant secondary sources 
focused on shifting demographics and the related increase in AmazonSupply usage, concerns over product quality and 
working conditions at Amazon, and the rise of competition in the MRO space from Grainger, Staples and McMaster-Carr. 
 
 

Next Steps 
Blueshift Research’s next report on AmazonSupply will include a broader look at the indirect purchasing and spending 
category. We also will revisit sources to assess their exploration of AmazonSupply. We will gauge manufacturers’ willingness 
to sell through AmazonSupply. Lastly, we will keep an eye on AmazonSupply’s marketing strategy as it unfolds. 
 
 

Silos 
 
1) Procurement Executives for Large Companies (> $1B in revenue/sales) 
All six sources said AmazonSupply is not yet a disruptive force in the MRO sector and five said they do not use the site for 
MRO purchases because it lacks important features offered by competitors: personal customer service, a proven track record 
in mission-critical parts, certified, traceable parts and government approval. Four sources believe AmazonSupply holds the 
potential to be an MRO competitor once it displays more experience, reliability and a marketing campaign to lure new 
customers. Little to no marketing has occurred, leaving potential clients in the dark on the company’s potential and giving 
them little reason to switch. Grainger, MSC Industrial and McMaster-Carr remain the established leaders and do not appear 
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Amazon.com Inc.’s AmazonSupply 

at risk of losing significant share to AmazonSupply, especially in the short term. However, sources believe AmazonSupply 
could threaten small and midsize catalog and online distributors. MRO trends include an increase in online ordering, an 
emphasis on faster shipping, and a decline in catalog purchases. 
 
 
KEY SILO FINDINGS 
AmazonSupply 

- 5 of 6 do not use AmazonSupply. 
o 1 will consider it for order-only supplies that do not need service or support. 
o 1 needs mission-critical parts and doesn’t trust AmazonSupply for those yet. 
o 1 had not heard of AmazonSupply but will look into it for cost savings on basic items. 
o 1 said AmazonSupply is not an approved vendor for government agencies. 

- 6 said AmazonSupply is yet not disruptive force, nor is it taking share from large competitors. 
o 1 said it lacks “feet on the street” service offered by competitors. 
o 1 said it lacks strong marketing effort to win new business and to take share from competitors. 

- 4 believe AmazonSupply has the potential to be competitive, needs to prove itself and increase marketing. 
Competitors 

- 4 of 5 said Grainger, MSC, and McMaster-Carr will remain MRO leaders and are not affected by AmazonSupply. 
o 2 said competitors provide consistent delivery speed, which AmazonSupply does not. 
o 1 said competitors also have strong e-commerce capabilities. 
o 1 believes small suppliers are at risk. 

MRO Usage Trends 
- 2 of 4 said online orders are increasing. 
- 2 said majority of MRO are using purchase orders, are more centralized and efficient. 
- 1 doesn’t like to order online but admitted to using catalogs less and less. 

 
 

1. Purchasing manager for a global medical device manufacturer  

AmazonSupply has not been a disruptive force in the MRO sector, nor has it taken market share from Grainger or 
McMaster-Carr, which likely will remain leaders in the industrial distribution of specialized parts. The source buys from 
both companies, and said online purchasing with each site is up 25% year to year partly because of mergers and 
acquisitions. Her company also purchases from Amazon.com and will continue to use the site, but she doubts it can use 
AmazonSupply without the ability to buy certified, traceable parts. Once AmazonSupply builds momentum, it will have the 
ability to gain a foothold in the indirect spending category. 

Background 
 Over 5,000 employees. 
 Revenues over $1 billion. 
AmazonSupply 
 “AmazonSupply is not at all disruptive right now. We really won’t know the 

impact until they have gotten some momentum. I think they have the 
potential to gain some market share in certain segments. They can get to 
the point where they have an effect, but at this point it’s too early.” 

 “ AmazonSupply has an opportunity to gain market share, not from our 
company because of our medical specialty. But I do believe there is a 
chance for Amazon to make headway with regular manufacturers. They 
probably would take market share from both Grainger and McMaster but 
not on the highly specialized products.” 

 “Our indirect spend on Amazon.com is about $100,000 a year. Our indirect 
spend [with Amazon] is about the same year over year.” 

 “We buy tubing, books and Dino-Lites [digital microscopes] on Amazon.com. 
In other words, we use it to buy finished products versus repair or 
replacement parts.” 

AmazonSupply is not at all 
disruptive right now. We really 
won’t know the impact until 
they have gotten some 
momentum. I think they have 
the potential to gain some 
market share in certain 
segments. They can get to the 
point where they have an 
effect, but at this point it’s too 
early. 

Purchasing Manager  
Global Medical Device Manufacturer 
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 “I have looked at AmazonSupply recently, but I’m not sure yet whether it’s something we want to explore further. 
Amazon has a credit company they use, and a lot of times you don’t know who the suppliers are. When it comes to 
medical devices, you have to know what you are getting. You need to be careful as to who the manufacturers are, 
and if you can’t trace you can’t use it.” 

 “We will continue to buy on Amazon.com whether or not we shop and buy on AmazonSupply, especially for certain 
items we cannot get anywhere else. There are certain technical books or manuals you can only get through Amazon 
at this point. Our use of Amazon.com is more related to indirect spend than on MRO.” 

 “Word on AmazonSupply is not out yet. Once word gets out, I would expect a lot of activity, and manufacturers will 
probably go to the site to check it out or even switch distribution channels, depending on price. It will take time for 
that moment of truth about AmazonSupply’s potential to become clear.” 

 “I haven’t observed any marked changes on the Amazon site, and 
everything is the same on the regular sites we use. I will continue to take a 
look at AmazonSupply because I’m curious and want to keep current. But 
I’m not sure it’s one for us.” 

 “I have no idea if AmazonSupply can match [McMaster-Carr’s speed of 
delivery]. So far when we have needed anything overnight from Amazon, we 
typically get an order number but no confirmation. Our experience is that 
even if you pay extra, there is no guarantee we will get it from Amazon.com 
the next day. Recently, we placed an order, received an order number but 
they had to cancel because they were not able to get the item.” 

Competitors 
 “The companies we use the most for parts are McMaster, Grainger and 

Amazon.com. For MRO purchasing, we rely more on Grainger and 
McMaster.” 

 “Our MRO spend on McMaster and Grainger is about a quarter of a million 
dollars each. It has grown in the last year, and our year-to-year spend is up 
about 25% with each of them. We are spending more because I am trying to 
consolidate our MRO suppliers. Plus, Grainger has purchased a number of 
companies, so whatever we used to spend on the site they acquired, we now spend over at the Grainger site.” 

 “The speed of delivery continues to improve on the industrial sites. McMaster ships the same day whereas Amazon 
is not able to do that. If you place an order at 5 p.m. with McMaster, it will arrive the next day with no extra shipping 
costs. Amazon is slower and charges shipping for faster service.” 

MRO Usage Trends 
 “We are lean, so more and more we want delivery the next day. Everything we purchase with MRO is a just-in-time 

order. It’s always an emergency order that we need next day. McMaster is really good at next-day delivery. They have 
the market over Grainger when it comes to next-day orders and deliveries.” 

 “We need 95% of our orders the next day, and toward the end of the year that next-day delivery becomes critical. 
This has not really changed in the last year. On Amazon, less than 10% of what we buy is needed for the next day.” 

 “Roughly 7% to 8% of our orders are placed online. We do the majority of our ordering through SAP 
[AG/ETR:SAP/SAP].” 

 “The percent of ordering we do in person or through a store is minimal.” 
 
 

2. Director, global strategic sourcing with an industrial service and engineered products focus  

AmazonSupply poses no threat to the incumbents. Competitors also have e-commerce options, and Amazon’s complete 
absence of “feet on the street” means this senior buyer has no use for the online supplier, and will be cutting it 
completely going forward. 

Background 
 Over 10,000 employees. 
 Revenues above $1 billion. 
 The source is responsible for more than $250 million in spending. 
AmazonSupply 

Word on AmazonSupply is not 
out yet. Once word gets out, I 
would expect a lot of activity, 
and manufacturers will 
probably go to the site to check 
it out or even switch 
distribution channels, 
depending on price. It will take 
time for that moment of truth 
about AmazonSupply’s 
potential to become clear. 

Purchasing Manager  
Global Medical Device Manufacturer 
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Amazon.com Inc.’s AmazonSupply 

 “People keep asking me about AmazonSupply, but the truth is I can go to 
any competitor to Amazon and do e-commerce. [They] also have a rep come 
out and talk to me, or go to my site and stock for me—and Amazon doesn’t 
do that. They don’t have any feet on the street.” 

 “I don’t want two purchase orders. I don’t want two transactions. I don’t 
want two suppliers. I want one place to go for industrial supplies—duct tape, 
fasteners, small motors, things like that. If they carried more, there might be 
an argument [for using them], but I don’t know the value [of AmazonSupply]. 
All I know is what they’re not worth, and they’re not worth coming in and 
stocking at one of my sites.” 

 “I’m going to cut them out. I’m going to go with one place, and 
[AmazonSupply] is not going to be able to compete.” 

 “[We started using AmazonSupply] at least a year ago. But it’s been small … 
and if I catch somebody using it [in future] I’m gonna beat ‘em up for it.” 

Competitors 
 “We don’t use Amazon that much. We try to limit our supply base. And 

Grainger, Fastenal [Co./FAST], etc.—all [of these] have e-commerce 
opportunities. I have my personal preference [as to which one of the incumbents I prefer], but that’s all it is: 
personal. It’s who’s the guy I like that comes out better.” 

 “One prices better, one does something else better—it’s one this, one that. And you can throw a whole lot of other 
names in that hat—MSC, MSA, McMaster-Carr, Wesco [International Inc./WCC]—but it really comes down to the 
service I’m getting at the site level.” 

MRO Usage Trends 
 N/A 

 
 

3. Purchasing manager for a division of a U.S. government agency  

This source does not use AmazonSupply in his current role since it is not an approved vendor, but he did use the site 
when working in the private sector. 

Background 
 Has a budget of more than $1 billion. 
AmazonSupply 
 “I’m not presently [using AmazonSupply]. I have in the past. I presently do government purchasing through approved 

vendors.” 
 “Amazon is more spot buying, micro purchasing.” 
Competitors 
 N/A 
MRO Usage Trends 
 N/A 

 
 

4. VP of strategic sourcing for a large grocery retail group  

AmazonSupply will not get the lion’s share of MRO since this company orders mission-critical parts that require fast 
delivery and accompanying tech support/service. Competitors are better known than AmazonSupply. However, Amazon 
will be among a list of national suppliers considered in 2014 as this procurement executive seeks to move individual 
stores away from spot buys with small, local suppliers, to more cost-effective agreements with national vendors. 

Background 
 Over 40,000 employees. 
 Revenues above $5 billion. 

People keep asking me about 
AmazonSupply, but the truth is 
I can go to any competitor to 
Amazon and do e-commerce. 
[They] also have a rep come 
out and talk to me, or go to my 
site and stock for me—and 
Amazon doesn’t do that. They 
don’t have any feet on the 
street. 

Director, Global Strategic Sourcing 
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Amazon.com Inc.’s AmazonSupply 

 “From an infrastructure standpoint, we have a pretty hefty maintenance budget. From a food safety standpoint, we 
have to make sure everything’s up to par. That’s the main part of our MRO side.” 

AmazonSupply 
 “I’ve read and heard the different things about what AmazonSupply is doing in the market, but we don’t utilize them. 

But we will look at them and others as we continue to overhaul our direct sourcing business in 2014.” 
 “We haven’t looked at Amazon in the past. We just went through a massive vendor consolidation on our service 

vendor side—facilities maintenance and other store work. The other side of [our MRO-related business] we’ll be 
looking at in 2014—some more store and facility refreshes, where we’re going to be going out and replacing items 
and doing store remodels. In those cases we’re going to have more of a proactive view, a big picture of what I need 
to purchase.” 

 “We’ll go out and look at all of the options [for this side of the business], 
including Amazon, where it’s just an order-taker/shipment type scenario, 
where we don’t need a tech to come and supply us, and where we just want 
the most cost-efficient goods possible.” 

 “My total spend—indirect and direct—is just over $5 billion. On the supply 
side [the side that does not require tech support and could be appropriate 
for Amazon] could be anywhere from $20 million up to $80 million.” 

 “Several things would come into whether [we would choose AmazonSupply]. 
In addition to whether they have the widget in question, we’d look at their 
lead time, order quantities, payment and credit terms, and warehousing 
options.” 

Competitors 
 “We currently have a third-party vendor that is essentially a gate keeper for 

all of our maintenance, service and repair on the services side [which is the 
bigger part of this company’s MRO budget], and they’re responsible for 
procuring equipment, parts and components. We obviously have oversight of that, but we leverage them because 
their buying power, in theory, should be greater than what our particular group can go out and source.” 

 “They manage the parts warehouse for our store side as well as all the subcontractors that provide the services—the 
HVAC subcontractors, for example. The other part of [our MRO functions] involves our own engineering team, so 
things like the corporate office or our distribution centers, and some of the stores.” 

 “If we’re doing a store remodel, then we’re proactively buying the capital and equipment. The companies we use are 
ones like Grainger and a few local, small mom-and-pop vendors. But we’re peeling that away, so that in future 
agreements we’re going to put [the direct-source MRO business currently held by smaller vendors] out to nationwide 
contracts.” 

MRO Usage Trends 
 “We are several hundred retail locations under various banners. Just in the past year we’re trying to consolidate 

those under one umbrella, so that we have a central pipeline as we move forward with any kind of MRO process.” 
 “Historically, individual banners were doing spot buys in low numbers, often using a catalog price. We got back to a 

couple of [national] vendors and showed them our entire book of business and negotiated a corporate contract. We 
are now getting rates that are much lower than just a retail catalog price.” 

 “For my team, we do office supplies online. On the MRO side, there has been a lot of online ordering in the past, just 
because it was off of a catalog. They would just order off of the Grainger website or whatever. Now we’ve changed 
that, so we’re using more of a vendor-managed processes.” 

 “We’ve recently looked at the last 12 months of data on what were the service calls and what were the 
parts/procurement side of that. We ranked all of our supply parts as A, B and C priority. We said that for priority A, we 
can never be without parts, whether it be physically in our distribution center or at the vendor—for example, the 
coolers for our food. Priority would be a part for a cooler … that’s mission-critical, where we need a technician on site 
with the part in a certain time frame. That wouldn’t be business that Amazon [would be appropriate for].” 

 “For parts B and C, which are less mission-critical, there is always a place for those vendors who can just supply the 
most competitive market pricing for whatever widget we’re in the market to buy at that particular time.” 

 “Across all categories we always value innovation. There are going to be some categories that are simply taking stock 
items, but if there’s an opportunity for innovation to bring in new design, new technology—these are things we always 
look at as well as service level agreements, lead times, payment terms, credit terms, warehousing policies, etc.” 

 

Several things would come into 
whether [we would choose 
AmazonSupply]. In addition to 
whether they have the widget in 
question, we’d look at their 
lead time, order quantities, 
payment and credit terms, and 
warehousing options. 

VP of Strategic Sourcing  
Large Grocery Retail Group 
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5. Purchasing manager for a global manufacturer of plumbing products 

AmazonSupply has not yet made a widescale effort to promote its business and win new customers. Still, it could 
threaten current MRO/indirect supply leaders were it to launch a concerted, full-court press marketing campaign. The 
source was unfamiliar with AmazonSupply, yet his company regularly uses Amazon.com to purchase MRO and indirect 
spend supplies and to sell company products. McMaster-Carr, Grainger and Applied Industrial Technologies (AIT) are 
some of the companies this source uses. Indirect purchasing, which includes MRO, represents 28% of total corporate 
spend, with MRO capturing less than 10% of the category. Only 5% of the buys occur online. Purchasing levels have not 
changed year to year. 

Background 
 About 5,000 employees. 
 Revenues around $1 billion. 
AmazonSupply 
 “I think AmazonSupply is definitely a threat to the traditional competition, 

but the sales will tell the story. I suspect the Amazon brand name will sell 
itself, but it hasn’t happened yet.” 

 “If Amazon promoted their site actively and correctly, they could change the 
industry. I definitely think they are a threat to the traditional online trade 
sites like Grainger and McMaster. I could definitely see Amazon as a threat 
to Fastenal, especially on the fastener side.” 

 “We use Amazon, but I’m not familiar with AmazonSupply. But I’ll definitely 
check it out now to see what they have.” 

 “We also use Amazon.com to buy some of our indirect supply purchases. 
Amazon by far has the best logistics, confirmation system and delivery.” 

 “I love Amazon.com in general for purchasing. But it’s still only one small 
piece of our total indirect spend. We have an indirect spend budget of 
about $120 million, and we might spend about $20,000 to $30,000 of that with Amazon.” 

Competitors 
 “For most MRO, which is a subcategory of indirect spend, we rely on several channels. We have national contracts 

with distributors and suppliers, and we use the Applied Industrial Technology website for industrial products. A lot of 
our MRO buying is OEM-specific.” 

 “We get stuff from Grainger, things like micro switches, safety supplies and baseboards. We use McMaster. But we 
use both McMaster and Grainger usually for industrial buys. So much makes up what goes into MRO, but I think of it 
as a low-dollar spend item you need quickly.” 

 “If a machine goes down, we’ll use Grainger or McMaster to get the part, pay for the logistics ourselves and then 
have it the next day. But I don’t like them for some things like the items you buy over and over again, because the 
discount structure doesn’t work in our favor.” 

 “Our purchasing with Grainger and McMaster has stayed the same year over year. There’s a lot of stuff that we don’t 
buy with them because we have contracts with national suppliers. The whole world of indirect spend—the catalogs, 
literature, brochures, contracts with specific companies, purchasing at online sites—is blending together.” 

 “We spend $30 million a year just to buy media. Indirect spend is about 28% of the total corporate budget. And our 
use of Amazon.com is included in this indirect budget.” 

 “With Fastenal, I’ve learned they are only as good as their local branch. They tend to hire kids right out of school who 
eventually move on.” 

 “The one company you haven’t mentioned is HD Supply [Holdings Inc./HDS]. They branched off from the retail side 
and tried to do what AmazonSupply is trying to do now. They have a lot of MRO stuff. [Home Depot] made a big pitch 
for HD Supply when it was first introduced, and I still see the HD Supply delivery trucks. But it didn’t take off the way I 
imagine they wanted. They are selling mostly hardware.” 

 “I have a pet peeve about online buying. Usually, I use online to buy a single purchase or office stuff. We use ERP 
[enterprise resource planning] systems and EDI [electronic data interchange] systems for selling. We still use 
purchase orders for some things like a high-dollar, one-off purchase.” 

MRO Usage Trends 

If Amazon promoted their site 
actively and correctly, they 
could change the industry. I 
definitely think they are a 
threat to the traditional online 
trade sites like Grainger and 
McMaster. I could definitely see 
Amazon as a threat to Fastenal, 
especially on the fastener side. 

Purchasing Manager, Global Plumbing 
Products Manufacturer 

 1 Ferry Building, Suite 255, San Francisco, CA 94111 | www.blueshiftideas.com 
7 

http://www.applied.com/
http://www.hdsupply.com/


 

Amazon.com Inc.’s AmazonSupply 

 “MRO is a drop term, but it is really part of our overall indirect purchasing spend. Indirect [overall] represents about 
28% of spending for most corporations of our size. MRO spending is less than 10% of the indirect budget. The line 
between MRO and indirect has become blurred. Normally MRO is maintenance, repair and operations, while indirect 
covers janitorial, office but also media buys and consulting and capital expense equipment. Many of the distributors 
sell everything from cleaning supplies to spare parts.” 

 “Catalogs are being used less and less. People are definitely going more 
online. Grainger and McMaster still produce their catalogs, but the Internet 
is definitely being used more. I think this would favor a site like 
AmazonSupply and Amazon in general.” 

 “For MRO specifically, people used to do all their big purchasing with 
Grainger and McMaster.” 

 “The other trend is a change in corporate strategy toward indirect 
purchasing. It used to be a necessary evil, but now companies have 
carefully crafted strategies that are applied to Indirect buying. It’s become a 
focus.” 

 “We have an Indirect Purchasing Team that meets once a week to analyze 
strategies and cost controls. Anything over $50,000 requires prebids and 
prenegotiations. There is more of a focus on indirect spend than there was 
five years ago. Companies don’t want to leave any money on the table. 
Years earlier the focus was on direct material costs. During the downturn in 
2008 and 2009, the focus shifted in part to indirect.” 

 “Nothing to my knowledge has changed with regard to next-day or delivery in 
general in the past year. Grainger and McMaster are really logistics companies now, so they do a good job on 
delivery, on the same level as Amazon.” 

 “Less than 5% of our general indirect spend is online. It’s probably a little more at the plant level. I do think it’s 
changing, and more and more buyers and purchasing managers are becoming their own salesperson. There is more 
activity online, but people still use the phone and talk to suppliers.” 

 “The days for corporations going in to key in one order at a time are gone. Supplier portals have taken over. [SAP’s] 
Ariba is the largest.” 

 “We still place quite a bit of our orders by phone either because the website information is not clear, or we need a 
specific item number or the item needs to be tracked. But it’s nothing like it used to be. I would say we have seen a 
25% drop in phone orders to e-orders in the past year or so.” 

 “There’s still some ordering done in person or with a specific supplier by phone, but that’s more on the capex side 
where you are in the market for a $300,000 machine. Still, there is not a day that goes by that I’m not meeting with 
a supplier about something. I would say orders that require customer service or speaking with a sales rep are down 
about 25%. There is still face-to-face buying, but it’s on the big dollar items.” 

 
 

6. Materials manager for a multinational machine tool manufacturer  

The source was unfamiliar with AmazonSupply, but he was glad to hear of Amazon’s entry into the industrial supply sector 
and planned to look into AmazonSupply in hopes of securing lower MRO supply costs. In general, MRO procurement now 
is more centralized and efficient, and ordering online is more common than it was a year or two ago. Although his 
company does most of its MRO procurement through purchase orders, company credit cards account for 15% to 20% of 
purchases. 

Background 
 Over 50,000 employees. 
 Revenues over $10 billion. 
AmazonSupply 
 “I didn’t realize Amazon had started an industrial supply department, but it doesn’t surprise me. It’s a natural 

evolution for them. Now that I know about AmazonSupply, I’ll keep it in mind. I think I’ll start looking into it. I can see 
where I might save some money [on MRO] with Amazon.” 

We still place quite a bit of our 
orders by phone either because 
the website information is not 
clear, or we need a specific 
item number or the item needs 
to be tracked. But it’s nothing 
like it used to be. I would say 
we have seen a 25% drop in 
phone orders to e-orders in the 
past year or so. 

Purchasing Manager, Global Plumbing 
Products Manufacturer 
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Amazon.com Inc.’s AmazonSupply 

 “I don’t think Amazon will be a disruptive force in the MRO sector though. 
They tend to get stuff from other people, so they might end up buying from 
other [distributors]. It might end up being another sale for them. I see it 
being a cooperative relationship, actually.” 

Competitors 
 “We get more of our MRO supplies from MSC than Grainger although I 

couldn’t give you the percentages. That hasn’t changed since last year. 
They’re good companies.” 

MRO Usage Trends 
 “The MRO ordering process is changing just because of the cost and 

expense—[stocking up] can hit your cash flow pretty hard—and organizations 
are becoming more cost-conscious. The question is, how much will it cost? 
Beyond three quotes, where should I go? There is still some catalog use and 
maybe more online ordering than a year or two ago—about 15% or so.” 

 “Once you get things under control, replenishing something routine like 
bolts and screws in two or three days is all right. Of course, on a project if I need something, I need it now. The 
tendency is to err on the side of excess inventory.” 

 “Most of our ordering is still done through a purchase order because of the potential abuse of [company credit 
cards]. From a purchasing standpoint, I like POs; from an equipment and operations standpoint, I like [company 
credit cards]. I’d say we do about 15% to 20% of our ordering through them. We try to avoid buying through a store.” 

 “I think MRO procurement is becoming more centralized, and I’ve certainly found that to be more efficient.” 
 
 
 
2) Procurement Executives for Midsize Companies ($15–$100M in revenue/sales) 
Five of six sources do not use AmazonSupply, citing a lack of knowledge about the business because of its nonexistent 
marketing efforts, its lack of parts certifications, and questions on whether it can save costs. However, four sources said they 
are considering or will consider AmazonSupply to learn if it could save them money. One source said AmazonSupply’s 365-day 
return window is more attractive than the standard 60-day window from competitors. The three sources who commented are 
pleased with their current distributors, including large competitors like Grainger and McMaster-Carr as well as smaller, local 
businesses. Choice of distributor is based on speed of delivery, ease of process, product availability, and centralized systems 
with auto-refills. One source said AmazonSupply is more likely to unseat small and midsize distributors rather than to take 
share from the more established, larger companies. 
 
 
KEY SILO FINDINGS 
AmazonSupply 

- 5 of 6 do not use AmazonSupply. 
o 4 will look into it as a possibility if it can save them money. 

- 2 said AmazonSupply is not disruptive as it lacks certification, traceable parts. 
- 3 said AmazonSupply lacks marketing effort, including 1 source who had never heard of the company. 
- 1 thinks AmazonSupply is better suited to smaller, local businesses. 

Competitors 
- 3 of 3 are pleased and staying with suppliers of choice, including Grainger. 

o 1 chooses based on best price, and knows no one can beat current situation. 
o 1 chooses based on speed and ease of process. 
o 1 uses 40 to 50 other suppliers, and believes consolidation is needed. 

- 1 said AmazonSupply will hurt midsize suppliers and take their business first. 
MRO Usage Trends 

- 3 of 3 said the trend is toward speed of delivery, lower cost, improved efficiency. 
o 1 is not increasing online purchases due to outdated corporate thinking, but would like to. 
o 1 is increasing online buys, and said AmazonSupply’s 365-day return policy is attractive. 
o 1 is securing contracts and auto-refill to be more efficient, said product availability is increasingly prioritized. 

I don’t think Amazon will be a 
disruptive force in the MRO 
sector though. They tend to get 
stuff from other people, so they 
might end up buying from other 
[distributors]. It might end up 
being another sale for them. I 
see it being a cooperative 
relationship, actually. 

Materials Manager, Multinational 
Machine Tool Manufacturer 
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Amazon.com Inc.’s AmazonSupply 

- 1 has noticed a 3%–4% price creep from inflation. 
 
 

1. Purchasing director for an industrial cleaning company with 50 small offices nationwide; repeat source 

AmazonSupply still is not on this source’s radar, nor does it appear likely he will consider it with any seriousness in the 
future. He has not had any reason to research it further within the last year and a half, but he maintains it still is a better 
fit for smaller organizations. He is pleased with his current suppliers and does not believe AmazonSupply will save him 
any money, which would be the chief criterion in switching providers. He also cites AmazonSupply’s complete lack of 
outreach as a sign that it is not the right fit for his business. 

May 24, 2012: This source was not familiar with AmazonSupply, but did not believe it would be beneficial to a larger firm 
like his because the high order volume would not translate into cost savings. A smaller operation, however, could find 
cost savings using AmazonSupply because of discounts on orders by the case. Orders with two to three days’ delivery 
time represented most of his orders, while same-day and next-day orders comprised 15% of total orders. Most orders 
were for replenishment of repeatable products, which he ordered through software and a database connected to his 
suppliers. Only 10% to 15% of his orders were for miscellaneous items that required customer service. 

Background 
 Revenue around $100 million. 
AmazonSupply 
 “We’re not doing anything with AmazonSupply.” 
 “I’ve got two-year agreements with my major suppliers, and I haven’t had 

any interest in even researching AmazonSupply.” 
 “I haven’t seen any information, literature, advertising, marketing from 

AmazonSupply since we spoke 18 months ago. Maybe Amazon knows their 
market, and I am not in it. But they are not trying to win my business one 
way or another.” 

 “My contracts are up this summer, and I might take a look at AmazonSupply 
then but only because I’ve spoken to you about it twice now.” 

 “I haven’t looked into it much since we last talked, but I still am under the 
impression it’s going to be better for a local small business, like the family-
run hardware store in the neighborhood.” 

Competitors 
 “I’m still getting free freight from Grainger.” 
 “I buy thousands of rolls of duct tape. We spend $100,000 a year on it through Grainger and get it direct from the 

manufacturer. I know I am going to get the best price on this from Grainger.” 
 “Grainger is my No. 2 supplier. Action Supply [Products Inc.] is still my No. 1.” 
MRO Usage Trends 
 “Supply is still tight on general items we need that are made in China—rain suits, gloves.” 
 “I’m getting some inflationary price creep. It’s been a buyer’s market until the last year or two. I’m seeing a nominal 

price increase of 3% to 4%.” 
 “There have not been any changes in my online order pattern, but that’s more because of our corporate approval 

process that is out of date if you ask me.” 
 “Two to three days’ delivery is still fine for our needs.” 

 
 

2. Corporate buyer of MRO/indirect parts for a global manufacturer of industrial materials  

AmazonSupply is not a disruptive player or gaining market share in the MRO space, but it could threaten midsize 
specialty distributors like Staples Inc.’s (SPLS) Quill Corp. This source buys from eBay Inc. (EBAY) and Amazon.com, but 
favors Grainger, McMaster-Carr, MCS and Fastenal for MRO products. AmazonSupply is under serious consideration; his 
firm is poised to discuss it internally, in part because of buzz among vendors. 

Background 

I haven’t seen any information, 
literature, advertising, 
marketing from AmazonSupply 
since we spoke 18 months ago. 
Maybe Amazon knows their 
market, and I am not in it. But 
they are not trying to win my 
business one way or another. 

Purchasing Director, Nationwide 
Industrial Cleaning Company  
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Amazon.com Inc.’s AmazonSupply 

 Over 200 employees. 
 Revenues over $15 million. 
AmazonSupply 
 “I don’t see AmazonSupply as disruptive at this point. I don’t think 

AmazonSupply is gaining market share. I do think they challenge the 
competiveness of the space, and I think with their entry it will become more 
competitive.” 

 “They are just starting to move in to get whatever market share is available. 
They may get a certain segment of the market but when it comes to MRO a 
lot of things require certification, traceability and proof-of-performance 
standards.” 

 “The issue of AmazonSupply just came up last week, and we actually are 
meeting about it next week to discuss what to do. We are not using 
AmazonSupply just yet, but it is under consideration and discussion 
internally.” 

 “It’s more a word-of-mouth thing rather than awareness from marketing or 
pressure from manufacturers. I guess we got wind of it from our vendors 
who are talking about it.” 

 “In terms of Amazon actions, I have noticed that they are hiring more and 
more vendor managers although that doesn’t mean they are hiring for 
specific categories.” 

 “We do currently use Amazon.com to buy a lot of odds and ends. We may 
use them to handle break-room items or for items that we cannot seem to 
find anywhere else. Amazon’s pricing is usually the same as or less than competitors.” 

Competitors 
 “We work with Grainger, McMaster, MCS and Fastenal. We buy so much stuff that we use anyone and everyone we 

can, whether it’s buying from a trade site or from e-Bay or Amazon.” 
 “I love McMaster because it is easy and simple. Grainger just changed their website, but it doesn’t really simplify 

anything.” 
 “No one has lost market share to AmazonSupply yet, but I can see that 

certain companies like Quill are definitely at risk.” 
 “Grainger and McMaster are pretty safe. They have access to OEM 

manufacturers for parts, and they focus more on specialized parts and 
service.” 

 “I have not seen the regular players responding in any way or coming up 
with any kind of obvious plan to counter Amazon. They have had no 
response because, I think, they rely more on the supplier relationship to 
carry them.” 

MRO Usage Trends 
 “The ability to order online is increasingly important. Why? Because I don’t 

want to carry around a 2,000-page catalog so I have access to product 
when I need to order in an emergency.” 

 “The current move to online ordering favors Grainger and McMaster 
because of their existing relationships, specialized product offering and the 
strategic locations of their distribution, warehouse hubs. I think 
AmazonSupply has the ability to stack up because they have a large logistics 
operation, with strategic warehouse locations and good shipping policies.” 

 “Ninety percent of our MRO orders are place online. I would say that has increased by 75% in the last year.” 
 “Maybe 5% of our orders are done by phone after viewing the catalog or online.” 
 “With everything I order, we need it here now. That has not changed in the past year.” 
 “Return policies are important. You can also sign up with Amazon Prime, which offers free two-day shipping. Usually 

in developing our contracts we push for extended terms for returns of 45 to 60 days out so the ability to return [up 
to] 365 [days later] may be a benefit.” 

 

I don’t see AmazonSupply as 
disruptive at this point. I don’t 
think AmazonSupply is gaining 
market share. I do think they 
challenge the competiveness of 
the space, and I think with their 
entry it will become more 
competitive. … We actually are 
meeting about it next week to 
discuss what to do. We are not 
using AmazonSupply just yet, 
but it is under consideration 
and discussion internally. 

Corporate Buyer of MRO/Indirect Parts 
Global Industrial Materials 

Manufacturer 

No one has lost market share 
to AmazonSupply yet, but I can 
see that certain companies like 
Quill are definitely at risk. … 
Grainger and McMaster are 
pretty safe. They have access 
to OEM manufacturers for 
parts, and they focus more on 
specialized parts and service. 

Corporate Buyer of MRO/Indirect Parts 
Global Industrial Materials 

Manufacturer 
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Amazon.com Inc.’s AmazonSupply 

 

3. Director of storerooms and material logistics for a large U.S. metropolitan transit system  

The source had not heard of AmazonSupply but was intrigued to hear Amazon had moved into industrial supply. The 
transit authority uses Grainger for its materials, along with 40 to 50 other suppliers. The biggest change in the company’s 
MRO orders is that it had negotiated contracts for primary supplies in advance and has a system that automatically 
triggers purchase orders when the supplies run low. This is far more efficient and saves millions of dollars in the long run. 

Background 
 Responsible for storage and distribution of materials valued over $30 million. 
AmazonSupply 
 “I was not aware of AmazonSupply. So Amazon is getting into industrial supply? That’s interesting. If my strategic 

procurement group is using them, I’m not aware of it.” 
Competitors 
 “We definitely use Grainger, but it would be hard to discuss the percentages because we have 40 or 50 MRO 

suppliers. That’s because we’re a self-contained entity; we’re basically like a little city. We have buses, trains, 
paratransit, police officers. And because of the way we get our money, all of our procurements have to be 
competitive.” 

 “We generally renew all our contracts for procurement once a year. We’re actually adding more [territory] next year, 
so we’re actually going to be buying more material and procuring more supplies.” 

MRO Usage Trends 
 “The biggest changes in our MRO ordering has taken place over the last three years. After we applied [advanced 

analytics] to our MRO inventory, we established contracts with our primary suppliers. A lot of what we buy is on a 
contractual basis, so we’d set up a contract in advance for, say, 40 items, and when it hits their reorder, the system 
automatically generates a purchase order and they send it out.” 

 “The way we did it in the past is that you need an item, you’d create a solicitation and get three bids coming back. 
Going through that every month seems a little ridiculous. We were growing and sometimes couldn’t hire enough 
people to fill out the purchase orders. Inventory analysis and automatic purchase orders are much more efficient and 
probably saves us [millions of dollars.]” 

 “Because of the volume of materials we’re dealing with, we don’t do many store purchases. Every now and then we 
run to Home Depot, but most of our procurements go through solicitations and contracts. 

 “As far as MROs go, we are striving for 98% availability—that is, 98% of the time we should have the material our 
staff is looking for.” 

 “We have a long lead time and quite a bit of safety stock on hand. Because if a train or bus or a heating and cooling 
system goes down, it affects the riding public. As far as same-day delivery, we don’t even have a 24-hour order 
window. We need to have everything in our inventory.” 

 “I can’t think of any MRO emergencies offhand. That may be partly because we have quite a few hoarders in our 
company. … They keep everything. Also, we have people who know how to reengineer things very quickly.” 

 “We do use catalogs when ordering some things, especially if that place is the only one who provides the item.” 
 
 

4. VP of supply chain management for a technology manufacturer  

This source has not used AmazonSupply despite being somewhat curious about the company, instead opting for local 
suppliers. 

Background 
 Over 150 employees. 
 Revenues over $20 million. 
AmazonSupply 
 “I was curious about AmazonSupply but have never used them. As a local business employing local people, I try to 

buy from local high-service tier-2 companies, as opposed to the lowest-cost ‘box’ solution that tends toward abusing 
human rights and dignity in the quest to squeeze out a profit.” 
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Amazon.com Inc.’s AmazonSupply 

 

5. President of an OEM sales agency for the lighting industry  

This source has not used AmazonSupply but is researching it to determine whether it can provide cost savings in a 
private-label partnership. 

Background 
 Fewer than 25 employees. 
 Revenue less than $100 million. 
AmazonSupply 
 “I have not used AmazonSupply for purchases. I am researching AmazonSupply to explore if there is any private-

labeled LED lighting potential with them.” 
 
 

6. Executive for a manufacturer of parts and tools for the energy industry  

This source has only used AmazonSupply for miscellaneous purchases. 

Background 
 Fewer than 100 employees. 
 Revenue less than $100 million. 
AmazonSupply 
 “Other than a few odds and ends, I have not used Amazon for MRO purchases.” 

 
 
 
3) Procurement Executives for Small Companies (< $10M in revenue/sales) 
Three of four sources do not use AmazonSupply, nor do they see it as a disruptive force. One repeat source has not looked 
into AmazonSupply since his May 2012 interview and has not noticed any further marketing efforts from the site. Still, he 
cited a noticeable increase in the amount of products available. Another source questioned whether AmazonSupply can offer 
parts certification and traceability. The one source using AmazonSupply is doing so more frequently than a year ago, 
especially on miscellaneous orders ranging from $50 to $100. For larger ticket orders, he does more research of all 
competitors, choosing based on price. Grainger, MSC Industrial and McMaster-Carr will remain the industry’s leaders, 
especially if they can keep up with AmazonSupply’s innovations and product offerings, including in their own search functions. 
Industry trends include a greater premium on delivery times, less inventory at distributors and increased online orders. 
 
 
KEY SILO FINDINGS 
AmazonSupply 

- 3 of 4 do not use AmazonSupply and do not find it to be disruptive. 
o 1 was unaware of it, not interested, was pleased with present suppliers. 
o 1 cited concerns about certification of parts; also, source has no Internet access. 
o 1 remained intrigued in the company but cited no change in use from 18 months ago. 

- 1 is using AmazonSupply more frequently year to year, for miscellaneous orders in the $50–$100 range. 
- 1 sees more product on the site than 18 months ago. 

Competitors 
- 1 of 4 said Grainger and McMaster-Carr need better websites, search features. 
- 1 is loyal to a local supplier. 
- 1 said Grainger, MSC, McMaster-Carr succeed with 2- to 3-day delivery. 
- 1 believe Grainger and others need to keep up with offerings in order to stave off AmazonSupply. 

MRO Usage Trends 
- 2 said delivery time at a premium, that next-day and same-day are becoming more common. 
- 1 is seeing less inventory carried at suppliers as delivery speeds up. 
- 1 said online orders are increasing. 
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Amazon.com Inc.’s AmazonSupply 

- 1 uses catalog and telephone only based on circumstances, places a premium on customer service. 
 
 

1. Engineering manager for a marine construction component maker; repeat source 

The source has not tried AmazonSupply because doing so has not occurred to him, nor has he seen marketing or 
promotion of the site. McMaster is the source’s online supplier of choice for MRO items, while Grainger also is tapped for 
certain supplies. In Blueshift’s May 2012 report, this source reported primarily using Grainger. The need for quick delivery 
turnaround has escalated, with next-day or immediately delivery required 20% of time. McMaster’s turnaround is good. 
Both McMaster and Grainger would benefit from improving their search features although they are adequate now. In 
general, purchasing is happening more frequently online than in the past. He could not say whether Amazon’s experience 
or search feature would give it an edge over traditional suppliers. 

May 24, 2012: AmazonSupply’s product line is wide but not deep, which would 
prompt would-be customers with specialized needs to go elsewhere. The website 
may work for generic machine shops, but this source needs more selection and 
more extensive support. AmazonSupply also lacks the true procurement support 
that entrenched competitors like Grainger and Avnet Inc. (AVT) can provide. 
Grainger manages the entire inventory process. 

Background 
 Around 50 employees. 
 Revenues less than $10 million. 
AmazonSupply 
 “I have not specifically tried AmazonSupply. I’m not opposed to it. I’ve just 

never had a reason to try it.” 
 “I don’t know what other buyers in the company use. No one has said 

anything to me about Amazon. If they are doing any kind of marketing or if they have some kind of campaign to get 
new customers, I have not seen it.” 

 “I don’t have any idea whether they will have an effect on purchasing. I certainly don’t have any concerns about it.” 
 “I did just go online to look at AmazonSupply while we were talking. They appear to have a lot of stuff. I’ll have to dig 

through and see what they have and what the prices are. They are not getting any of my market share yet.” 
Competitors 
 “I use Grainger as a supplier for certain items and McMaster for others.” 
 “I first go to McMaster when I’m looking for an order. I have no idea whether 

McMaster is gaining market share over Grainger. I guess I use McMaster 
more.” 

 “In both cases I am ordering equipment for our factory like replacement 
pieces, new parts or valves.” 

 “The only issue I see that could be better is the search capability. It just 
could be easier. They could be improved [for both McMaster and Grainger]. 
I have no idea whether this ultimately gives an advantage to Amazon.” 

 “Usually, McMaster is pretty good with the turnaround time of delivery.” 
 “McMaster has pretty much taken their entire catalog and put it online. 

McMaster is bigger, and they have carryover of everything from the catalog. 
McMaster’s name sticks out in my head as the leader.” 

MRO Usage Trends 
 “Purchasing people are doing more ordering online, and there is more and 

more stuff available online.” 
 “I am not aware of whether suppliers like Grainger are doing more to secure 

their place. I do receive more spam mail from them.” 
 “More and more we are needing product delivery the next day. The time frame for delivery of MRO purchases is 

getting tighter and tighter. I need an item right away about 20% of the time. We do try to plan ahead, but sometimes 
you realize you don’t have a piece, or the piece ordered doesn’t fit.” 

I did just go online to look at 
AmazonSupply while we were 
talking. They appear to have a 
lot of stuff. I’ll have to dig 
through and see what they 
have and what the prices are. 
They are not getting any of my 
market share yet. 

Engineering Manager, Marine 
Construction Component Maker 

More and more we are needing 
product delivery the next day. 
The time frame for delivery of 
MRO purchases is getting 
tighter and tighter. I need an 
item right away about 20% of 
the time. We do try to plan 
ahead, but sometimes you 
realize you don’t have a piece, 
or the piece ordered doesn’t fit. 

Engineering Manager, Marine 
Construction Component Maker 
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Amazon.com Inc.’s AmazonSupply 

 “Usually I go online to search for the product I need and will send the specifications or what item I need to one of our 
purchasing managers. Then they go online to order or may call directly to order.” 

 “I typically tell them where to buy the item, from Grainger or McMaster. I can’t say what anyone else in our company 
does or whether anyone has used Amazon.” 

 
 

2. Partner for a custom bicycle manufacturer  

The source was unaware that Amazon had created an industrial supply website, but was not interested: The shop prefers 
MSC and locally run suppliers, and prefers using a catalog to ordering online. AmazonSupply will not be disruptive in the 
custom bike industry, where supplier loyalty and community are extremely high. Customer service is also important, 
particularly in returning defective items. He depends on MSC for a third of its parts, and gets its tubing, argon gas and 
welding supplies from a handful of other vendors. 

Background 
 Revenues less than $500,000. 
AmazonSupply 
 “I didn’t know Amazon had an industrial sales department, but we wouldn’t be interested anyway. I don’t like 

Amazon; it’s too big. We specifically chose Quality Bicycle [Products] because it’s a local company. We do shop for a 
good price, but we do consider the ramifications of who we buy from. We try to buy local and from neighbors as much 
as we can.” 

 “I don’t think AmazonSupply will be a disruptive force in the [custom] bike 
making community because there’s a real sense of loyalty to your suppliers. 
People know each other, and they support each other.” 

 “I’ll give you one example: One bicycle parts supplier was going to let us go 
because they said we weren’t ordering enough wholesale. That was scary 
because without them, we couldn’t have stayed in business. I wrote them a 
letter saying, ‘Don’t you want to be part of innovation and creativity? Aren’t 
handcycles important? Isn’t this why we’re in the industry?’ And they wrote 
back right away, saying that we could remain customers. I don’t think that 
would necessarily happen with Amazon.” 

Competitors 
 “We get about a third of all our [MRO] from MSC. We order our nuts, bolts, 

screws and other routine parts from the MSC catalog. It’s fantastic; it has 
everything, and they can get it to you the same day. The catalog is four to five inches thick; it’s the size of two phone 
books. It has a really, really good index, and you can look up everything. We’ve been using a local vendor for tubing. 
We order argon, LD wire, and welding supplies from other vendors order other parts from Quality Bicycle Parts in 
Minnesota; they’re the main supplier for the bike industry. We also buy from Paragon Machine Works in California, 
another local outfit.” 

MRO Usage Trends 
 “We usually use a catalog to order. The MSC catalog is so big. It’s really detailed and easy to order from. Online takes 

too long to find what you need.” 
 “Customer service is definitely very important to us. When you get a defective part, you need to get it returned and 

replaced. Quality Bicycle Parts and MSC both have very good customer service. We’ve never had any problems with 
returned items.” 

 “It’s good to get deliveries quickly, but we have to plan ahead. MSC can deliver the same day, but most orders come 
in slowly.” 

 
 

3. Office manager of a small industrial welder/fabricator machine company  

This source does not use AmazonSupply because she is in a remote location with spotty Internet access. Instead, she 
buys from Grainger, MSC and McMaster-Carr, ordering via the catalog and telephone. She also has concerns about 

We get about a third of all our 
[MRO] from MSC. We order our 
nuts, bolts, screws and other 
routine parts from the MSC 
catalog. It’s fantastic; it has 
everything, and they can get it 
to you the same day. 

Partner, Custom Bicycle Manufacturer 
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Amazon.com Inc.’s AmazonSupply 

AmazonSupply’s lack of traceability or certification. Still, better connectivity is expected in the future, and the source 
predicts AmazonSupply to be at least considered given the popularity of Amazon.com among locals. 

Background 
 5 employees 
 Revenues less than $1 million. 
AmazonSupply 
 “We won’t be using AmazonSupply anytime soon because we don’t have 

Internet access.” 
 “I will definitely look at AmazonSupply to compare inventory and pricing. 

Maybe we can get a better price or better quality through them.” 
 “The only drawback for ordering with [AmazonSupply] is that certain parts 

and items require a brand and traceability or certification.” 
Competitors 
 “We buy from Grainger, MSC and McMaster. We use all of them for our own 

MRO and to buy parts for customers. But we don’t order online. We use the 
catalog.” 

 “Typically we just call Grainger or one of the others and they usually have what we need. We can get deliveries the 
next day or if it’s not urgent we take delivery in two to three days.” 

 “MSC has a branch nearby, and we use them for some machine parts, which can get here the same day. But we 
order more supplies from the others.” 

MRO Usage Trends 
 “We haven’t seen any changes in our ordering process in the past year.” 
 “Storefronts and warehouses seem to be carrying less inventory in their buildings. If you order, you may have to wait 

a day or two for some items.” 
 “At the same time, most places are upgrading to next-day delivery and air shipment, for free. If I ordered a part by 3 

p.m. yesterday, it would have been here by 10 a.m. today, at least from the bigger places.” 
 
 

4. GM of a small industrial parts distribution company in the Midwest  

AmazonSupply is perfectly positioned to carve out the piece of the MRO market that is geared to low-cost, low-volume 
parts typically sought after by smaller businesses, where local distribution adds no value. Specifically, if a local or 
national supplier cannot provide same-day delivery, then small businesses will look for the part online for the same or 
lower price and for the same or shorter delivery time. This small business—which supplies MRO parts to Amazon in 
addition to being a customer—is using the site more than it was a year ago, and sees the growing aggregation of many 
small orders as a valuable business proposition for AmazonSupply. 

Background 
 Fewer than 25 employees. 
 Revenues less than $5 million. 
AmazonSupply 
 “We buy from AmazonSupply because it’s convenient, and I don’t feel like opening new relationships with other 

vendors. … Every time I need something for the warehouse, is it really worth creating another account on another 
website for another company for something that costs $30? We just buy it on Amazon and be done with it.” 

 “We’re not a big business, we have 10 people that work here, but there’s a ton of stuff you need on a day-to-day 
basis that you don’t always want to run out to the store at lunch time and get. That’s the easy part of Amazon. You 
just find it and it shows up at your door with UPS.” 

 “AmazonSupply was created because some companies don’t want their employees looking at ‘big’ Amazon, because 
they get distracted by shiny objects—Kindles and things like that. But AmazonSupply is the gateway drug, and once 
you’re on that you eventually move over to Amazon.” 

 “We’ve gotten chains for lifting from AmazonSupply, crates, office supplies, electrical crimpers, a variety of stuff. 
We’ll do a search, and if it’s on the site at a competitive price we order it.” 

The only drawback for ordering 
with [AmazonSupply] is that 
certain parts and items require 
a brand and traceability or 
certification. 

Office Manager , Industrial 
Welder/Fabricator Machine Company 
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 “We’re using AmazonSupply more than we were a year ago—within reason though. There’s a price point—a pain 
point—where I’m going to do research [beyond the AmazonSupply website] when an item is $50 or $100. But for a 
lot of miscellaneous stuff, they have it. Why not buy it?” 

 “There’s a certain type of customer—which we are—that is biased toward 
buying stuff on the Internet because it’s easy. And we’re not buying a ton of 
it, so we’re not buying from people like Grainger or Motion Industries. I’m 
sure there are enough small customers like us that. You add them all up, 
and it’s really interesting for Amazon.” 

 “If you’re running a million-square-foot manufacturing plant, you probably 
have a direct relationship with Grainger. You probably see Grainger reps 
because you’re spending hundreds of thousands of dollars a year with 
Grainger. I don’t know if Amazon’s going after that business yet. Maybe they 
will, but they’ve got to start somewhere. But Amazon doesn’t need to win 
every single deal.” 

 “Amazon is picking up all the little guys’ business that nobody really wants, 
or that they want at a really high price.” 

 “I don’t think Amazon is necessarily aiming for the sharpest prices. I think 
they’re just throwing stuff out there and seeing if it works. That’s my 
experience.” 

Competitors 
 “When I watch what Amazon is doing in this MRO supply stuff, what I look to is what has happened with the book 

sellers—because they experienced everything over the last 15 years that the MRO guys are going to find [happens to 
them in this new online marketplace]. The whole book business was 
changed by Amazon. If you’re Grainger or Motion, you can sit back and say, 
‘We’re not going to be affected because we’ve got boots on the ground, 
1,200 stores,’ etc. But a lot of those arguments sound like Barnes & Noble 
or Borders. And so it starts with a little, then they take more and more.” 

 “If I was Grainger, I’d probably be concerned. But on the other hand, as long 
as they keep adding value to the customer, [Amazon] is just another 
distributor.” 

MRO Usage Trends 
 “We’re a supplier to Amazon in the MRO section as well as being a 

customer. We sell parts to AmazonSupply. It’s a space that we watch very 
carefully. The piece of it they’re grabbing right now is where local 
distribution adds no value. If you’re in San Francisco and you need a widget 
that’s in the Bay Area, if you’re not going to be able to get it today anyway, 
you’ll check online and see if you can get it cheaper. Or your local distributor 
doesn’t have what you want in stock and it’s going to be two or three days 
before you can get it anyway: That’s when you go to Google [Inc./GOOG] and 
Amazon, and see if I can do it better than two or three days. Then the game 
begins; that’s the space that Amazon is playing in right now.” 

 “So far we’re kind of cautiously selling to them, and we buy from them too. 
It’s really easy. From a customer angle it can be good. From a supplier 
standpoint it can be good, but it can be dangerous too.” 

 “The kind of buyer we might see [as a supplier to Amazon] would be a public school district, which orders one of our 
parts from Amazon. The maintenance guy was probably sitting on his computer and just bought it from Amazon. That 
is not the kind of guy our normal [direct-to-customer] business model is going to go after, because his forklift is 
probably going to break down once every three years. And that’s the piece of [MRO business] that Amazon does 
really well.” 

 
 
 
 
 

We’re using AmazonSupply 
more than we were a year ago—
within reason though. There’s a 
price point—a pain point—where 
I’m going to do research 
[beyond the AmazonSupply 
website] when an item is $50 
or $100. But for a lot of 
miscellaneous stuff, they have 
it. Why not buy it? 

GM, Industrial Parts Distribution 
Company, Midwest 

If you’re running a million-
square-foot manufacturing 
plant, you probably have a 
direct relationship with 
Grainger. You probably see 
Grainger reps because you’re 
spending hundreds of 
thousands of dollars a year 
with Grainger. I don’t know if 
Amazon’s going after that 
business yet. Maybe they will, 
but they’ve got to start 
somewhere. 

GM, Industrial Parts Distribution 
Company, Midwest 
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4) Product Supply Chain 
These two sources said AmazonSupply has not been disruptive to their business nor has it been responsible for any 
significant increase in sales. One source sells through Amazon and was unaware that his products also were being sold 
through AmazonSupply. He did not have any sales figures for his products on AmazonSupply, nor did he note any uptick in 
overall sales through Amazon. The other source does not sell on AmazonSupply and has not seen any drop-off in his sales as 
a result of competition from the company. Both sources said their overall sales are up this year. Online orders are becoming 
more common, while same-day delivery has grown in importance. 
 
 
KEY SILO FINDINGS 
Sales to MRO 

- 2 of 2 said sales had increased year to year, doubling for 1 source. 
AmazonSupply 

- 2 of 2 said AmazonSupply has not affected their business. 
- 1 did not know his products that are sold on Amazon.com now are selling on AmazonSupply, and also was unaware 

of his sales performance on Amazon. 
- 1 does not sell through AmazonSupply, but sales have not dropped off as a result of AmazonSupply’s entrance. 

MRO Usage Trends 
- 2 of 2 said online ordering is growing. 
- 1 said catalog orders are slowing and that customers increasingly want same-day delivery. 
- 1 only sells online. 

 
 

1. Sales manager for a California tool and equipment company 

This company’s experience suggests AmazonSupply’s communication with its industrial suppliers needs improvement: 
The source was unaware that his air compressors were advertised on AmazonSupply. He speculated that Amazon moved 
his tool advertisements to the AmazonSupply site without his knowledge, and did not know whether his company had 
sold any air compressors through the site. His products are carried by established dealers like Grainger as well as newer 
entrants such as eBay and Amazon. The main trend in MRO ordering during the last 12 to 18 months is more customers 
wanting same-day delivery. 

Sales to MRO 
 “We’re doing extremely well. Our sales have doubled since last year.” 
 “Our products are carried by Grainger, MSC, Amazon, eBay. We get orders 

all kind of ways—phone calls, EDI, faxes, websites, you name it.” 
AmazonSupply 
 “I can’t tell you much about AmazonSupply because I didn’t even know we 

were on that site.” 
 “I knew we were on Amazon, but I have no clue how we got to 

AmazonSupply. I don’t know a lot about them or if we’ve had any sales 
there.” 

MRO Usage Trends 
 “A lot of people do want one day delivery now; more and more people are asking for that. Everybody wants it 

yesterday because no one carries inventory anymore.” 
 “We have our own website and a catalog. Catalog use is going down though; more people are shopping online.” 

 
 
 
 
 

I knew we were on Amazon, but 
I have no clue how we got to 
AmazonSupply. I don’t know a 
lot about them or if we’ve had 
any sales there. 

Sales Manager  
California Tool & Equipment Company 
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2. Sales manager for a machine tool manufacturing company, Pacific Northwest  

The source was familiar with AmazonSupply but did not plan to use it. Sales of his MRO machine tools have improved 
year to year; he generates all the business he needs through his own website. Catalogs are being supplanted by websites 
and e-commerce. 

Sales to MRO 
 “Our sales are doing good, really good. We just keep going up every year.” 
AmazonSupply 
 “We have no need of AmazonSupply. We have our own website, and it is working fine.” 
 “I couldn’t say if AmazonSupply will be disruptive or not, but it’s not disruptive to my business.” 
MRO Usage Trends 
 “As far as our own MRO goes, we buy our tools from Canada. No one can make them like they do there.” 
 “We don’t have a catalog. People buy through our website and by email. We have a steady clientele, and other 

people see our website and contact us for tools. We sell all over the United States.” 
 
 
 
5) Industry Specialists 
All five sources said AmazonSupply is not yet taking share or being disruptive in the MRO sector as it lacks industry expertise 
and other important traits like traceability and relationships with key customers. Also, it has not exhibited the level of 
customer service offered by competitors. One source said AmazonSupply has not yet courted corporate purchasing managers 
because its efforts remain in building up products and inventory. Another source said AmazonSupply is aggressive targeting 
OEM manufacturers to switch suppliers, exhibiting a 20% success rate. AmazonSupply’s potential niche is in serving small 
and midsize companies, which place a premium on speed and cost savings. Success in this area would hurt small and 
midsize distributors more than large players like Grainger, MSC Industrial and McMaster-Carr, which one source said are not 
overly concerned with AmazonSupply’s entrance. These competitors have made improvements of their own and now offer 
improved delivery times and online ordering capabilities. 
 
 
KEY SILO FINDINGS 
AmazonSupply 

- 5 of 5 said AmazonSupply is not yet taking share or disrupting the MRO sector. 
o It lacks expertise, traceability and understanding of customer service requirements. 

- 4 believe AmazonSupply has the potential to be successful. 
o Success likely will be with small or midsize manufacturers, supply buyers. 
o It needs to provide savings and high-quality products, and leverage its strong reputation for fulfillment. 

- 1 said AmazonSupply credit line and 365-day return are unique to the industry and are quality offerings. 
- 1 stated that AmazonSupply is focused not on courting corporate purchasing managers but on adding products. 
- 1 said AmazonSupply is aggressively pushing OEM manufacturers to switch, with a 20% success rate. 

Competitors 
- 4 of 4 said large MRO suppliers will not suffer losses because of AmazonSupply. 

o These suppliers are stepping up their speed, customer service and product offerings. 
o Small distributors are most at risk. 

- 4 said Grainger is doing well, has relationships, and is improving online. 
o McMaster-Carr and MSC Industrial also are poised to maintain their success. 

- 1 said large competitors are dismissing the threat from AmazonSupply. 
MRO Usage Trends 

- 3 of 4 said MRO is moving more and more to online ordering. 
- 1 believes offering same-day delivery is essential. 
- 1 said consolidation is helping larger companies but is hurting midsize and small competitors. 
- 1 said customer service still is a key part of the industry. 
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1. Author and college professor specializing in operations, former Fortune 500 purchasing executive  

AmazonSupply has not gained market share or disrupted the MRO sector. To date, the MRO supply distribution segment 
has been impenetrable to newcomers. Large industrial manufacturers seeking MRO products need expertise, customer 
service, a vast brand choice and OEM traceability—the forte of Grainger and McMaster-Carr. AmazonSupply does have the 
potential to gain a foothold by supplying small manufacturers or indirect supply buyers.  

AmazonSupply 
 “Has Amazon gained share? I’d say no, not yet.” 
 “I don’t know if they can take market share. They are trying to. They have 

value and are building product, but many of the things are already available 
from other suppliers.” 

 “I have heard nothing about AmazonSupply wins or losses. They have been 
completely off my radar until you called.” 

 “If they market the company correctly, they can gain a footing in some 
sectors. In MRO, the big value proposition for the purchasing manager is 
working with the facility so you can say, ‘Give me this,’ and they know the 
reference and can get you exactly what you need.” 

 “Their model may work for the casual customer, with the small industrial 
company, light industrial or the individual consumer. The model may not tie 
into procurement organizations that work with hospitals or large factories. It 
may work for a small fraction of the market. But they also will then run into 
Home Depot.” 

 “They may carve off a portion of the market, and that may be enough. 
Overseas markets raise a good potential point. But the barrier to entry 
overall is really tough. Then again, Amazon is big enough that even if they 
carve out a point or two, they will be OK.” 

 “Amazon has shown they can handle fulfillment. I’m not sure the product selection is as good. You may want to use 
them if you work in maintenance. But for some industrial settings, when you need parts you need OEM parts. You 
have to be able to track a part back by number. Amazon may not be able to that.” 

 “If you look at AmazonSupply, they have an easy interface. If you are doing some lab work or garage project and you 
don’t care where your parts come from, it’s a reasonable place to buy. But if you are in the industrial environment, 
the only realistic brands they have are 3M [Co./MMM] and [Newell] Rubbermaid [Inc./NWL]. A lot of what they have 
to offer are not brand name. That may not be a good option if you are an industrial buyer and you want to track 
performance.” 

 “There are not a lot of heavy branded offerings on the site. If I want a quick 
fix and I’m in no hurry, it may be fine. In the industrial supply chain 
environment, I don’t think their approach will work.” 

 “A lot of what is listed is small parts that have no quality specs, no part 
numbers or OEM tracking. Many MRO purchasers need traceability, quality 
and they need a relationship with the distributor.” 

 “I looked at two to three of their items on pricing and compared it to 
competitors. The prices are OK. The problem is people have already been 
buying from a McMaster or a Grainger, and that occurs between someone 
who already has a relationship with that manufacturer.” 

 “One challenge they face is that manufacturers are going to want to protect 
their existing distributors. They work on small margins of one to three points 
off taxes. Many have the same relationships they had a decade ago. 
Amazon is trying to burst through this distribution system.” 

 “They may pose a threat to marginal suppliers, especially those who deal 
with local, regional industrial manufacturers. I’m not convinced about penetrating the territory of the large 
distributors who have existing relationships and formal procurement procedures for traceability. A lot of industries 
also have to go very deep and the existing players offer a higher confidence level.” 

Their model may work for the 
casual customer, with the small 
industrial company, light 
industrial or the individual 
consumer. The model may not 
tie into procurement 
organizations that work with 
hospitals or large factories. It 
may work for a small fraction of 
the market. But they also will 
then run into Home Depot. 

Author & College Professor  
Specializing in Operations 

A lot of what is listed is small 
parts that have no quality 
specs, no part numbers or OEM 
tracking. Many MRO 
purchasers need traceability, 
quality and they need a 
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distributor. 

Author & College Professor  
Specializing in Operations 
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Competitors 
 “Grainger does a good job. Plus, Grainger can ship from their retail stores. McMaster goes deeper [in product SKUs] 

and is probably the go-to distributor. In both cases, they secure relationships through service. They send a fax, then 
call and then send an online confirmation. They can engage at levels that provide confidence and comfort.” 

MRO Usage Trends 
 “Trends include seeing less printed stuff and more online buying. The other big thing is being able to deliver next day, 

but they all do that.” 
 “Customer service is huge in this industry, and the distributors have people who can help you figure out what you 

need and what you want.” 
 “Succeeding in this business is a service play more than anything. You need good relationships, good service and a 

good portal. The relationship is huge when it comes to sales and marketing and purchasing. That is the differential, 
the comfort element. It’s that kind of stuff that separates suppliers.” 

 “MRO is part of indirect spend these days, and indirect is anything from health to repair parts to transportation. 
Indirect was the poor stepchild to OEM purchasing for years. So much has been taken out of manufacturing. Now 
indirect is huge, along with the MRO segment, but it’s nothing compared to health spend, outsourcing or call 
centers.” 

 
 

2. Author, editor, speaker and consultant to industrial distributors  

AmazonSupply has not taken market share to date, and its potential to disrupt the distribution sector remains a topic of 
debate and observation. Grainger, MSC, McMaster-Carr and other key players dismiss Amazon as a threat, but 
AmazonSupply could benefit from industry fragmentation that has pressured midsize distributors serving indirect spend 
buyers, a group that has been slow to embrace e-commerce. AmazonSupply lacks the expertise to service MRO, but 
certain Amazon offerings like credit lines and 365-day return policies might appeal to niche players. 

AmazonSupply 
 “I don’t see [AmazonSupply] taking market share from the current leaders yet. That does not mean it won’t happen.” 
 “The potential of Amazon to disrupt depends on whom you talk to. Acquity Group has done the only study of 

AmazonSupply and found that half of the corporations surveyed had used AmazonSupply. Within that user group, the 
numbers were even higher among the younger people surveyed. If you talk to industrial distributors or purchasers, 
they have not yet seen an effect.” 

 “There are some offerings from AmazonSupply that may appeal to some. 
The credit line will make the site more interesting to the small and midsize 
distributors. They have a 365-day, one-year return policy that is better than 
the 30- or 60-day window that most distributors offer. But the vast majority 
of distributors are selling to local community manufacturers, so their 
response time is quicker anyway. It’s harder for big national contractors to 
react as quickly. But most distributors, whether they admit it or not, are not 
really product providers; they are service and performance providers.” 

 “AmazonSupply might be a danger to the small and midsize distributors. 
Amazon is strong on shipping and logistics but on the technical application 
side they have no expertise in things like fluid power, making it more difficult for them in heavy industrial.” 

 “Because the industrial distribution sector is fragmented, Amazon has opportunities, and they could work the 
fragmentation to its benefit. They could be a provider of industrial product for indirect spend. But the current 
industrial distribution leaders would still have the application and knowledge and expertise to solve problems for the 
heavy industrial MRO buyers. Plus, the big guys know how to work with their customers to solve problems and they 
already have long-standing relationships. That’s not the kind of service Amazon typically provides.” 

 “I have not heard of any wins for AmazonSupply, but it is hard to assess market share because it is a very 
fragmented industry. Certainly, Amazon Supply has already changed the market—not in terms of gaining market 
share or threatening big players, but its entry into the space has forced manufacturers to take a close look at e-
commerce. Amazon and AmazonSupply are driving discussions internally and at trade conferences.” 

Competitors 

I don’t see [AmazonSupply] 
taking market share from the 
current leaders yet. That does 
not mean it won’t happen. 

Author, Editor, Speaker & Consultant to 
Industrial Distributors 
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 “The big guys like Grainger and MSC have told me they are not worried about [AmazonSupply]. Grainger already gets 
one-third or $3 billion of revenue from its e-commerce website. That’s up to 33% of its buyers, up from 25% of 
buyers using it over the last few years. MSC gets 40% of its revenue from e-commerce.” 

 “We know that the current distributors have to do something about their websites, to make their home pages and e-
commerce applications more user-friendly and efficient. They are not doing that. Part of the reason is that in the 
industrial supply and distribution industry it is hard to sell e-commerce upgrades internally. A lot of the distributors 
are of the mindset that business has been done a certain way for years. It has worked, and there is no reason not to 
continue.” 

 “Comparatively speaking, the industrial distribution segment is well behind all of the other distribution networks 
when it comes to e-commerce.” 

MRO Usage Trends 
 “The biggest and most significant trend in MRO is the merger and acquisition activity. Consolidation has become 

significant. It means the big guys are getting bigger and there are fewer providers. The local niche players are still 
around. The guys in the middle without a specialty or tight logistics operation will feel the squeeze. That whole middle 
area of distribution could provide opportunities.” 

 
 

3. Editor for a media/publishing company focused on industrial supply, manufacturing and distribution 

AmazonSupply has had no impact on the MRO industry to date, and its potential 
influence is unclear. Amazon does not appear to be focused on selling to or 
courting corporate purchasing managers. Instead, AmazonSupply has been 
targeting industrial manufacturers to develop relationships and to acquire more 
products. Amazon itself appears committed to the new site, but has not yet 
started to promote it to potential buyers. However, the company has been 
aggressive in hiring managers, attending trade events, and meeting with 
manufacturers to build product depth. 

AmazonSupply 
 “Amazon has had no impact so far. Obviously, Grainger is way ahead. 

Amazon is such a big name and such a big operation that you have to 
wonder what impact they will have.” 

 “No one really knows yet what impact they will have. We have not seen an 
impact yet. But they are being closely watched. 

 “Whether they are selling product on the beta site is not all that relevant 
now. I don’t think they have done much to get business to the site yet.” 

 “Right now they are not actually focused on selling. Rather than focusing on 
purchasing managers they are building product selection and quickly. Their 
focus is on getting product. They have been aggressively pushing to get 
more vendors to sell more products on their site, which means they are 
focused on the manufacturers who would sell through AmazonSupply.” 

 “Obviously they are committed to developing the site. They have been hiring 
vendor managers. They are very active at trade conferences. But they are not 
particularly interested in the buyers. They are focused more on the 
manufacturers and distributing managers. They are working on building 
relationships with the manufacturers so they can offer more SKUs.” 

 “Their plans are not known because they are very closed. Right now people 
are just wondering and watching to see how AmazonSupply develops. No 
one is able to get much information.” 

Competitors 
 N/A 
MRO Usage Trends 
 N/A 

 

Right now they are not actually 
focused on selling. Rather than 
focusing on purchasing 
managers they are building 
product selection and quickly. 
Their focus is on getting 
product. They have been 
aggressively pushing to get 
more vendors to sell more 
products on their site, which 
means they are focused on the 
manufacturers who would sell 
through AmazonSupply. 

They have been hiring vendor 
managers. They are very active 
at trade conferences. But they 
are not particularly interested 
in the buyers. They are focused 
more on the manufacturers 
and distributing managers. 
They are working on building 
relationships with the 
manufacturers so they can 
offer more. 

Editor, Media/Publishing Company  
W/ Industrial Supply Focus 
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4. Jim Tompkins, CEO of the supply-chain consulting firm Tompkins International 

Amazon is poised to become a serious player in the MRO industry, with the smaller industrial distributors suffering in the 
short term. Amazon is aggressively pursuing OEM manufacturers for its MRO business, but has only a 20% success rate. 
It is being held back in part by not understanding customer service requirements. Amazon still is chiefly a B2C 
transportation business model, but as AmazonFresh begins to roll out in earnest across major North American regions, a 
key part of the company’s strategy will be the integration of B2C and B2B toward the end of 2015. This is expected to 
provide a significant advantage for AmazonSupply. 

AmazonSupply 
 “[AmazonSupply is a disruptive force in MRO] in that their focus is on B2C, but in an effort to leverage their 

transportation business model—which is predominantly a night-time delivery—they will leverage the daylight hours for 
B2B and do it with low overhead and thus be very profitable.” 

 “They are pursuing a large number of OEM manufacturers to let Amazon 
handle their MRO. This is only working 20% of the time, but they are 
consistently and persistently pushing this.” 

 “They are keeping costs low and selling more SKUs, but they have not really 
got into understanding service requirements or designing their service 
offering to make their B2B offering compelling.” 

 “They are taking a little share here and there, but not big at this point. [They 
are] poised for the AmazonFresh rollout, where they will become serious 
about B2B. AmazonFresh is now in LA and Seattle. They will be in San 
Francisco before the end of the year. They will open 30 to 40 additional 
markets in 2014. This will provide AmazonFresh to approximately 50% of all 
Americans by the end of 2014, so this is coming quickly. My estimate is they 
will begin experiments with integrating B2C and B2B transportation in 2014 
in Los Angeles, and they will make 2015 the year to roll out the integration of B2C and B2B.” 

Competitors 
 “The big guys are not at risk. They are adding endless aisle [stockless] and reducing delivery times. It is the smaller 

player that is not stepping up.” 
 “Competitors are adding more SKUs, better prices and better service. Grainger is doing well, as are several of the big 

guys.” 
 “Sure, [they can fend off AmazonSupply] by focusing on the customer, price, the customer, selection, the customer, 

experience, the customer, and convenience and—oh, yeah—the customer.” 
MRO Usage Trends 
 “[Changes in the last 12 to 18 months include] more online, growing every month.” 
 “For MRO, the delivery speed has not undergone a shift yet. MRO that was same day is still same day. The norm 

remains two to three days.” 
 “AmazonSupply is poised to attack. It is not the first attack but rather a ‘second wave’ to support B2C once they 

achieve same-day/next-day performance in an area.” 
 
 

5. Former machine shop supervisor and longtime machinist  

AmazonSupply has an opportunity to be disruptive if it can provide cost savings without sacrificing quality. Machine shops 
are more interested in price than loyalty to suppliers, giving a new entrant like AmazonSupply a chance to make a good 
first impression. But if the quality is not up to par, AmazonSupply will suffer the consequences. It does have an advantage 
in Amazon.com’s reputation for fast delivery. 

AmazonSupply 
 “I do think that AmazonSupply could have a disruptive effect [on the MRO sector]. The thing about machine shops is 

that the specialty tools are enormously expensive. They’re a killer. I remember the employees sometimes blew out up 
to two drills a day, and each drill cost $1,000. That’s why so many machine shops go out of business.” 

They are pursuing a large 
number of OEM manufacturers 
to let Amazon handle their 
MRO. This is only working 20% 
of the time, but they are 
consistently and persistently 
pushing this. 

CEO, Supply-chain Consulting Firm 
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 “If a place came along that offered cheaper prices for the same quality tools, it would bring the cost of the operation 
down and profits would go up. Machine shops can’t afford to be loyal [to a distributor]; it’s too expensive. They would 
go to the one with the best prices.” 

 “The question is whether the products AmazonSupply sells are good-
quality, especially the inserts. If you order inserts and find they’re not sharp 
enough or they go bad fast, a big machine shop will go look for someone 
else who has a better quality insert.” 

 “You do not want the machine to sit for too long. If each piece takes five 
minutes to make and you have to stop the machine after every three parts 
and take 15 minutes to change the insert, you won’t be able to make your 
quota. And machine shops are absolutely focused on the number of parts 
they need to make in a given amount of time. Every minute the machine is 
sitting idle, you’re using money.” 

 “Also, when you get an order for 2,000 parts overnight, the companies 
you’re working for expect that to come in on deadline. If it’s Toyota, for 
example, you’ve got to make that deadline; you can’t deal with poorly made 
parts. If you don’t make that deadline, you may not keep that client. So if 
AmazonSupply gets a reputation for defective parts, they won’t get 
business from machine shops.” 

Competitors 
 “We usually use Grainger and MSC. You generally order the same tools from the same places unless people come 

out with something better.” 
MRO Usage Trends 
 “More people are ordering online rather than using catalogs.” 
 “Same-day delivery is essential for a machine shop. You can’t afford to have a machine be down for a whole day. So 

places that can deliver same-day or overnight, like Amazon and Grainger, are at a definite advantage.” 
 “Inserts, bore cutters and drill bits can melt down and then you can replace them for not much cost. But if the inserts 

get too hot or it’s bad quality, the whole tool can melt down. And that is really expensive.” 
 “Machine shops can also send their specialty tools to shops that rebuild and refinish them and send them back. But 

the quality is not as good as having new tools.” 
 
 

Secondary Sources 
The following eight secondary sources discussed demographics shifting and leading to increased adoption of AmazonSupply, 
concerns over product quality and working conditions at Amazon, and heightened competition from Grainger, Staples and 
McMaster-Carr. 
 
AMAZONSUPPLY 
These five articles highlighted corporate adoption of AmazonSupply as the workforce gets younger, generational shifts toward 
online purchasing in AmazonSupply’s favor, concerns over Amazon’s warehouse environment, quality control issues with 
Amazon and third-party sellers, and the expansion of AmazonFresh to San Francisco, its third market. 
 
 Nov. 21 Bizmology article 

The B2B market is shifting toward e-commerce platforms as younger generations search online first for office supplies 
and away from company-preferred suppliers. AmazonSupply is picking up steam; 45% of corporate buyers spending more 
than $100,000 each year already have made purchases through the site. 

 “The B2B e-commerce market is worth some $560 billion, according to Forrester Research, and major online 
competitors like Amazon.com have entered the market to claim their share of the pie.” 

 “Forrester says today’s B2B shoppers are also B2C shoppers, familiar with Amazon.com, knowledgeable about 
Internet research and comparison shopping, and driven by convenience and low cost.” 

 “To some traditional distributors’ surprise, some 45 percent of corporate buyers who spend more than $100K 
annually have already made purchases on AmazonSupply.com, according to Acquity Group.” 

I do think that AmazonSupply 
could have a disruptive effect 
[on the MRO sector]. The thing 
about machine shops is that 
the specialty tools are 
enormously expensive. … 
Machine shops can’t afford to 
be loyal [to a distributor]; it’s 
too expensive. They would go to 
the one with the best prices. 

Former Machine Shop Supervisor & 
Longtime Machinist 
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 “In addition, Google has also launched a site called Shopping for 
Suppliers. Both sites are still considered in their beta stage.” 

 “B2B shopping is shifting as a result of younger workers who shop 
differently, according to a report by United Stationers and Research 
Now. Nearly 60 percent of millennial employees go online first to shop 
for an office product, a figure 11 percent higher than for baby boomers. 
And while nearly 70 percent of baby boomers were aware of their 
company’s preferred supplier, only 56 percent of millennials were.” 

 “Learning from the painful experience of retail, some traditional 
distributors are raising their e-commerce game to meet higher buyer 
expectations. Today’s customers expect suppliers to be available 
online, on mobile devices, and via traditional methods such as on the 
phone or in store.” 
 

 Sept. 25 Modern Distribution Management blog entry 
AmazonSupply has an advantage in the B2B space: It already has developed 
trust in its consumer business, and it benefits from the generational shift in 
searching online for products. 

 “When it comes to product knowledge and technical service, there 
aren’t a lot of companies out there that can compete with most 
distributors.” 

 “But distributors across sectors still need to keep an eye on 
AmazonSupply and Google Shopping for Suppliers—two online 
platforms vying for a piece of the B-to-B pie.” 

 “The two platforms … do have an edge on some fronts, and as the 
generational shift continues, that edge will only become more 
pronounced.” 

 “Both AmazonSupply and Google already have potential customers’ 
trust in the consumer space, and that will likely translate into the B-to-B 
market.” 

 “AmazonSupply, an arm of Amazon, benefits from Amazon’s user-
friendly platform and its increasingly efficient distribution network. 
Amazon has long sacrificed profitability for building product reach and 
infrastructure, and in the long run it may pay off in both the consumer 
and business segments.” 

 
 Nov. 24 BBC article 

A BBC undercover investigation of an Amazon warehouse in the United Kingdom found the potential for working 
conditions to cause mental and physical illness. Night shifts last 10.5 hours and demand 11 miles of walking while 
collecting orders every 33 seconds, being monitored and ordered around by a handheld scanner. 

 “Prof Michael Marmot was shown secret filming of night shifts involving up to 11 miles of walking—where an 
undercover worker was expected to collect orders every 33 seconds.” 

 “It comes as the company employs 15,000 extra staff to cater for Christmas. Amazon said in a statement worker 
safety was its ‘number one priority.’” 

 “Undercover reporter Adam Littler, 23, got an agency job at Amazon’s Swansea warehouse. He took a hidden 
camera inside for BBC Panorama to record what happened on his shifts.” 

 “He was employed as a ‘picker’, collecting orders from 800,000 sq ft of storage. A handset told him what to 
collect and put on his trolley. It allotted him a set number of seconds to find each product and counted down. If 
he made a mistake the scanner beeped.” 

 “‘We are machines, we are robots, we plug our scanner in, we’re holding it, but we might as well be plugging it 
into ourselves’, he said. ‘We don’t think for ourselves, maybe they don’t trust us to think for ourselves as human 
beings, I don’t know.’” 

To some traditional 
distributors’ surprise, some 45 
percent of corporate buyers 
who spend more than $100K 
annually have already made 
purchases on 
AmazonSupply.com, according 
to Acquity Group. 

Bizmology Article 

AmazonSupply, an arm of 
Amazon, benefits from 
Amazon’s user-friendly platform 
and its increasingly efficient 
distribution network. Amazon 
has long sacrificed profitability 
for building product reach and 
infrastructure, and in the long 
run it may pay off in both the 
consumer and business 
segments. 

Modern Distribution Management  
Blog Entry 
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 “Those on the night shift work a four-day week with an hour’s break per shift. Experts have told Panorama these 
ten-and-a-half-hour night shifts could breach the working time regulations because of the long hours and the 
strenuous nature of the work.” 

 
 Nov. 11 FiercePharma Manufacturing article 

Consumers received expired Johnson & Johnson medicine through Amazon.com, raising concerns over the site’s product 
quality possibly damaging the reputation of both Amazon and its AmazonSupply. 

 “When recalls of over-the-counter products like Tylenol leave consumers unable to find them on pharmacy 
shelves, they can sometimes search the Internet for a quick fix. But depending on the seller and its source, 
those products could be expired, defective, or even counterfeit.” 

 “Now Johnson & Johnson and Amazon are in a fight over how much the 
online giant should be doing to keep that from happening.” 

 “J&J has sold many of its popular OTC products directly to Amazon for 
years, but some of Amazon’s third-party resellers also hawk J&J goods. 
According to The Wall Street Journal, J&J quit selling Tylenol, Band-Aids 
and Johnson’s baby products to Amazon this year because it felt the 
online retailer wasn’t taking its complaints about some of those players 
seriously enough.” 

 “The third-party online marketplace makes it more difficult for 
companies to protect product quality and, therefore, their brand 
reputations.” 

 “Mystery shoppers also received some defective J&J products from 
Amazon resellers. One online reviewer complained of receiving expired 
bottles of Zyrtec antihistamines. For its part, Amazon acknowledges 
that it can’t guarantee its third-party sellers will deliver their products 
as promised but says it will reimburse buyers up to $2,500 for 
damaged or defective items.” 

 “The online issue heated up even as J&J has been trying to mend its 
relations with consumers miffed over shortages of Tylenol and other 
OTC products after manufacturing problems at its McNeil Consumer 
Healthcare unit forced J&J to recall tens of millions of consumer products starting in 2009 and led to a consent 
decree at three plants.” 

 “The Wall Street Journal says the fight has been going on for months and that J&J only recently continued sales 
of some of its products to Amazon. Sources tell the newspaper that its mystery shoppers haven’t found as many 
problems lately.” 

 
 Dec. 11 Wall Street Journal article 

AmazonFresh launched in San Francisco on Dec. 11. It is Amazon’s third market for grocery delivery services, after Los 
Angeles and Seattle. 

 “Amazon.com Inc. announced it is expanding its grocery-delivery service to San Francisco, its third market, 
allowing customers to receive fresh fruit, milk and other goods on their doorsteps.” 

 “The company earlier this year expanded AmazonFresh, as the service is known, to the Los Angeles area after it 
opened a warehouse due east of the second-largest U.S. city. Amazon had been testing the grocery-delivery 
service in Seattle for six years.” 

 “Amazon’s slow rollout was due in part to the challenges of making a viable business of fresh grocery sales, 
which typically carry narrow margins for brick-and-mortar retailers. Amazon faces competition in grocery delivery 
from heavyweights like Kroger Co., Safeway Inc. and Wal-Mart Stores Inc.” 

 “But groceries may be beside the point. Amazon boasts 500,000 additional items, up from 100,000 over the 
summer, that are available for delivery along with customers’ cold cuts and the like, effectively expanding a 
separate same-day delivery service.” 

 “AmazonFresh, meanwhile, makes drop-offs during appointed one- or three-hour windows. 
 “Deliveries are free for orders over $35. The Seattle-based retailer is offering a 30-day trial before users have to 

sign up for Prime Fresh, a $299-per-year membership that combines grocery delivery with the Prime two-day 
shipping service.” 

Mystery shoppers also received 
some defective J&J products 
from Amazon resellers. One 
online reviewer complained of 
receiving expired bottles of 
Zyrtec antihistamines. For its 
part, Amazon acknowledges 
that it can’t guarantee its third-
party sellers will deliver their 
products as promised but says 
it will reimburse buyers up to 
$2,500 for damaged or 
defective items. 
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 It is not clear where within San Francisco Amazon will be making the grocery deliveries. A variety of San 
Francisco addresses were listed as being outside the delivery area on.” 

 “An Amazon spokesman said the San Francisco service is available in more than a dozen zip codes in the city as 
of Wednesday.” 

 
 
COMPETITION 
These three articles showed competitors expanding their operations: Grainger has upgraded its e-commerce platform and has 
seen positive results from its new app; Staples is emphasizing growth in its B2B offerings; and McMaster-Carr is building a 
new e-commerce center and regional headquarters. 
 
 Nov. 18 Internet Retailer article 

Grainger is upgrading its e-commerce platform, which includes opening an e-commerce headquarters in Chicago and 
launching a new in-house app to boost sales. E-commerce sales now equal one-third of company sales and are growing 
from increased mobile use of its platform. 

 “W.W. Grainger Inc. tomorrow will complete a migration, several months in the making, of the majority its 
customers to a new e-commerce platform, the B2B retailer of maintenance, repair and other products 
exclusively tells Internet Retailer.” 

 “With updated navigation and order management tools, the platform, 
designed for Grainger’s corporate clients, allows up to 1,500 staffers to 
log into a single business account and place, approve or track orders 
via the web or with one of Grainger’s mobile commerce sites or apps, 
the merchant says.” 

 “Shoppers can also browse products in a new way using Grainger’s 
iPad app. … Using geo-location, it can tell a customer at which nearby 
Grainger stores the products he’s viewing are available. The app also 
displays estimated shipping time if a customer wants to order it via 
mobile. Or, he can search by ZIP code to arrange for a future pickup or 
shipment to another location.” 

 “Customers that use Grainger’s mobile sites and apps approve orders 
40% faster on average than those who don’t, [Geoff Robertson, vice 
president of e-commerce planning and strategy for Grainger] says. 
Additionally, one in five Grainger orders placed on a mobile device are 
picked up in one of the retailer’s 360 U.S. branches, which is 
significantly higher than the number of web orders picked up in stores.” 

 “Mobile apps have almost a 9% higher conversion rate than the m-commerce web site for Grainger, and 
shoppers come back to apps more often, he says. Overall, 14% of Grainger’s traffic now comes from mobile 
devices, a number that continues to grow. In response, the retailer is increasingly adopting a ‘mobile-first’ 
approach to future web developments.” 

 “Online retail is also growing for Grainger. Today, one-third of its sales come from the web, and the retailer 
predicts web orders will account for 40% or 50% of total sales within the next few years, says Paul Miller, vice 
president of global e-commerce. Last year Grainger booked $2.70 billion in web sales, up 23% from $2.19 
billion in 2011, according to Internet Retailer estimates.” 

 “Accordingly, Grainger has expanded the number of paid search keywords it manages from less than 10,000 in 
2010 to more than 5 million today, he says. It’s also added more customer reviews and recommendations and 
updated shopping functionality, such as the Live Chat with Photofeature it added to its iPhone app last month.” 

 “The retailer’s significant e-commerce and m-commerce updates come after it opened in May an e-commerce 
headquarters in downtown Chicago. Grainger decided to add a city office rather than rely on its headquarters 30 
miles north, in Lake Forest, IL, mainly to attract and have better access to the developers, Miller says.” 
 
 
 
 

Grainger has expanded the 
number of paid search 
keywords it manages from less 
than 10,000 in 2010 to more 
than 5 million today. It’s also 
added more customer reviews 
and recommendations and 
updated shopping functionality, 
such as the Live Chat with 
Photofeature it added to its 
iPhone app last month. 
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 Nov. 7 Ecommerce and B2B article 
Staples is preparing to increase its presence in the B2B space as it ramps up its 
product offerings from 200,000 SKUs today to 1 million in such categories as 
power tools and medical devices—far beyond its bread-and-butter office 
supplies. Staples is the second leading e-commerce site and will be another 
competitor for Amazon.com and AmazonSupply. 

 “Everyone is talking about Amazon.com—the e-commerce giant that 
seemingly owns the entire town and now have entered into B2B with 
AmazonSupply.com. Many companies talk about competing directly 
with Amazon through a specialized product set.” 

 “Staples on the other hand did something different. … Staples b2b 
ecommerce marketplace competes directly not just on product, but on 
business model too.” 

 “Staples is B2B and B2C, but mainly B2B. They are the number 2 online commerce site, only behind 
Amazon.com. They already have a significant B2B and B2C site that has fantastic functionality. But now they are 
launching a marketplace not just to combat their office supply market share from AmazonSupply.com, but to 
take on their own market share on non-office related products.” 

 
 Sept. 13 Atlanta Business Chronicle article 

McMaster-Carr is breaking ground on a regional headquarters and e-commerce center in Atlanta to accommodate 
increased e-commerce orders, and is expanding its support personnel for its more-than-500,000 building products. 

 “Industrial materials giant McMaster-Carr Supply Co. is developing a more than $75 million regional 
headquarters and e-commerce center on a suburban campus just west of Atlanta.” 

 “McMaster-Carr is buying a little more than 100 acres along Riverside Parkway in Douglasville, where it will 
initially relocate its 600 employees and may add at least another 200 in the next several years. It could 
eventually house 1,000 on the campus.” 

 “The company carries more than 500,000 building products that it puts on display in a phone book-thick 
catalog. Order fulfillment will be a primary function of the new 700,000-square-foot project. It will also house 
about 80,000 square feet for administrative and support personnel.” 

 “McMaster-Carr has distribution, too, but it’s really an e-commerce center blended into a corporate campus, 
said Ron Orr, one of the developers that owns the business park where the company is moving, now known as 
Riverside at Sweetwater.” 

 “McMaster-Carr breaks ground on the project this month. It might take up to two years to complete.” 
 
 
 

Additional research by Carolyn Marshall, Diana Hembree and Emily Carr 
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[Staples is] the number 2 
online commerce site, only 
behind Amazon.com. They 
already have a significant B2B 
and B2C site that has fantastic 
functionality. 
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