How Product Bundling Builds Margin

Idea In Short

Ecommerce brands spend more each year to win a single order, so many are turning to
product bundling to raise the value of every transaction instead of chasing more customers.
A well-built bundle groups related items into one offer, spreading acquisition cost across a
larger basket and giving shoppers a reason to buy beyond a plain discount. Target illustrates
the model at scale: curated multi-category bundles, an expanding owned-brand portfolio
and the Target Circle loyalty program work together to raise order value while keeping the
shopping experience simple. This article explains how bundling becomes a repeatable
business model, why mixed and pure bundling serve different purposes and how
membership programs extend the strategy into a recurring relationship with the shopper.

Why Bundling Solves an Acquisition Problem

Paid acquisition costs keep climbing across search and social channels and that expense is
fixed per shopper, not per item purchased. When one acquired customer buys three related
products instead of one, the same acquisition spend supports a larger order without a
second conversion event. This shifts the underlying math of the business rather than asking
the marketing team to find more customers at the same cost. Target applies this logic across
its stores and app, pairing owned-brand items into a single purchase decision so one
shopping trip covers more of a customer's list.

The Economics Behind a Stronger Offer

A bundle raises revenue only when it protects contribution margin after product cost,
packaging, assembly and shipping are subtracted from the price. Harvard Business Review
argues that bundled pricing does not need to mean a discount; it can add value through

convenience or exclusivity while price stays firm.1

A bundle earns its price by solving a problem, not by discounting three items into
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one box

Target's seasonal kits, such as a dorm room starter set, follow this pattern. Individually
priced components combine into one purchase that feels complete rather than simply
cheaper.

Mixed Bundling Versus Pure Bundling

Mixed bundling lets a shopper buy a cleanser and a moisturizer separately or take both
together at one price, which preserves the comparison that builds trust in the offer. Pure
bundling removes that choice and works best for limited collections, such as a holiday gift
set that exists only as a complete package. Target uses both approaches. Everyday owned-
brand groceries and essentials remain available individually, while seasonal collaborations
and gift sets sell only as a bundle.

Curating Bundles Around a Real Need

Bundles fail when they read as leftover inventory placed into one box rather than a
considered offer. Target's merchandising strategy leans on expanding and curating owned
brands across categories, part of a plan the retailer says will drive more than $15 billion in
additional sales by 2030.2 A back-to-school kit or a beauty starter set works because it

removes decision fatigue, not because it fits more units into one order.

Membership Turns Bundling Into a Habit

Target Circle 360, the retailer's paid membership tier, adds unlimited same-day delivery on
orders over $35 through Shipt and a network of more than 100 partner retailers, along with
faster shipping and extended returns.3 McKinsey research finds that paid loyalty members
are considerably more likely to increase their spending after subscribing than shoppers
enrolled in free programs.4 Membership reframes bundling from a one-time promotion into
a recurring reason to keep shopping in one place.

Pricing Without Eroding Trust
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Bundle pricing should start from the selling price and subtract every real cost, including
fulfillment, returns and the acquisition expense that earned the order in the first place.
Inflated reference prices undermine the entire offer once a shopper checks the math against
individual listings. Target keeps owned-brand pricing consistent across bundle and single-
item listings, so the savings shown at checkout hold up to scrutiny.

Operations Behind the Bundle

A bundle is only as reliable as its weakest component, so item-level inventory visibility
matters more than total stock on hand. Target's distribution network and Shipt delivery
infrastructure support both prebuilt seasonal sets and on-demand fulfillment for online
orders. Shopify's research on retail bundling points to average order value gains of 20 to 30
percent when the fulfillment process keeps pace with the offer rather than lagging behind
it.5

Measuring Whether the Model Works

Revenue growth alone does not confirm that a bundling strategy is working. Margin per
bundle, component sell-through and repeat purchase rate tell the fuller story. The real test is
whether shoppers are buying more per trip because the offer adds genuine value, rather
than trading a full-priced item for a discounted one that erodes margin without expanding
the basket.

Key Partners

Target relies on Shipt, its owned delivery service and a network of more than 100 partner
retailers to extend same-day delivery beyond its own stores. Owned-brand manufacturers
behind labels such as Good & Gather and Cat & Jack supply the products that anchor most
curated bundles. National brand suppliers fill out the assortment alongside these private
labels. Third-party sellers on Target Plus add categories the retailer does not stock directly.

Key Activities
Curating cross-category assortments is the core activity behind every successful bundle,

from back-to-school kits to seasonal gift sets. Target Circle's personalization engine
processes shopping data to surface relevant offers to individual members. Store, digital and
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delivery fulfillment operations then execute the promise made on the product page.
Merchandising teams continuously test and refresh bundle combinations based on sell-
through data.

Key Resources

Target's nationwide store and distribution network gives it the physical footprint to stock,
assemble and ship bundles at scale. Target Circle's member data supports the personalized
offers that keep shoppers returning to the app and site. The owned-brand portfolio,
spanning groceries to apparel, gives merchandising teams the raw material for curated
combinations. Shipt's delivery infrastructure extends that reach into same-day fulfillment.

Value Propositions

Target's bundling strategy offers shoppers curated, multi-category combinations that
simplify a purchase decision in one transaction. Target Circle 360 adds delivery and
convenience perks that reward frequent shopping. Exclusive owned-brand kits and
seasonal collaborations create combinations unavailable elsewhere. The one-stop structure
reduces the number of separate purchases a household needs to make. Everyday pricing
keeps the value proposition accessible rather than reserved for deep discounts.

Customer Relationships

Target Circle builds an ongoing relationship through personalized offers tailored to each
member's shopping history. The app and website function as self-service channels where
shoppers browse, reorder and track rewards without needing direct assistance. Brand
collaborations and limited drops create periodic moments that bring lapsed shoppers back.
Customer service and easy returns support the relationship when a bundle does not meet
expectations.

Channels

Target.com and the Target mobile app serve as the primary digital channels for browsing
and purchasing bundles. More than 1,900 physical stores nationwide let shoppers see and
select curated assortments in person. Shipt delivery and Drive Up pickup extend the reach
of both channels for shoppers who want convenience without a store visit.

Think Insights - thinkinsights.net -4-



Customer Segments

Value-seeking households doing one-stop shopping make up the largest segment served by
Target's bundled assortments. Target Circle 360 subscribers represent a smaller but higher-
spending segment drawn to delivery convenience and membership perks. Parents and gift
shoppers rely on curated kits for occasions such as back-to-school season or holidays.
Frequent shoppers who consolidate errands into fewer trips also favor the bundled, one-
stop format.

Cost Structure

Store operations, distribution and last-mile delivery logistics make up the largest recurring
costs behind Target's bundling strategy. Merchandising, marketing and the ongoing
investment in the Target Circle loyalty platform add a second major cost layer. Packaging
and assembly for bundled sets contribute a smaller but consistent cost alongside these two
categories.

Revenue Streams

Product and bundle sales generate the primary revenue stream, with margin protected by
disciplined pricing against individual component costs. Target Circle 360 membership fees
add a recurring subscription revenue stream layered on top of transactional sales.
Advertising and marketplace fees from third-party sellers on Target Plus contribute a
smaller supporting stream.

1Bundled pricing does not require a discount

2Target targets $15 billion in sales growth by 2030

3Target Circle 360 adds same-day delivery from 100-plus retailers

4Paid loyalty members spend more after subscribing

5Bundling can lift average order value by 20 to 30 percent

Summary

Bundling works when a retailer treats it as a business model rather than a seasonal
promotion. The economics start with acquisition cost, run through product selection and

Think Insights - thinkinsights.net -5-


https://hbr.org/2025/09/its-time-to-try-bundled-pricing
https://www.prnewswire.com/news-releases/target-announces-strategic-plans-to-drive-more-than-15-billion-in-sales-growth-by-2030-302391877.html
https://corporate.target.com/press/release/2025/05/target-circle-360-members-can-now-get-same-day-delivery-from-100-plus-retailers-with-no-markups
https://www.mckinsey.com/capabilities/growth-marketing-and-sales/our-insights/members-only-delivering-greater-value-through-loyalty-and-pricing
https://www.shopify.com/blog/bundling-for-retail

pricing and end with inventory and fulfillment discipline. Target shows how the pieces
connect: curated assortments across owned brands, pricing that holds up against individual
listings and a membership program that turns a single bundle purchase into a recurring
habit. None of these elements works alone. A bundle without accurate component inventory
stalls at the warehouse. A membership program without a curated assortment behind it has
little to reward loyalty with. Retailers that plan product selection, pricing and fulfillment
together turn bundling from a short-term tactic into a durable source of order growth and
margin protection across the catalog.
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