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UK consumers are proving to be among the most demanding and technological-savvy  
shoppers in the world. They know what they want, at what price and how they want to get 
it, and any retailers who can’t step up to that challenge are finding themselves failing fast.

Every UK supply chain boss, whether they’re working for an emerging pure-play or a high street 
stalwart, is under pressure to tighten up their supply chain and make sure products are getting into 
shoppers’ hands as quickly, efficiently and conveniently as possible – whatever channel they are 
bought from. 

Out of this demanding retail environment, the three core priorities of cost efficiency, agility and 
shorter lead times are occupying the time and minds of supply chain heads like never before.

Ultimately, the complex supply chain networks that criss-cross the country, if not the globe, must be 
able to keep up with the rapid pace of change in the retail sector. The landscape is shifting and supply 
chains that are stuck in the past will crumble in the face of constantly evolving consumer expectations.

As one logistics director of a fashion retail group who was interviewed for this report puts it: “The 
customer will make more and more demands on us and we will have to adapt our supply chains to 
the customers’ requirements.”

The findings from this report indicate the extent to which customers are at the heart of the multi-
channel retail supply chain. Catering to their demands is at the crux of any investment, innovation 
or collaboration being witnessed in the supply chain world.

As the directors who took part in this research have shown, 2014 has been a year of pinpointing 
what the customer wants regarding the immediacy, time precision or destination of deliveries. In the 
coming year, supply chain bosses will turn their attention to tightening up all the nuts and bolts, so 
these services are the best they can possibly be.

For the industry’s supply chain leaders and their teams, this increasingly prominent role in deliver-
ing what the customer wants is resulting in elevating them to more highly regarded positions in their 
organisations. There is a strong sense which permeates these interviews that the insights and specialist  
knowledge of supply chain professionals are more valued in retail companies than they have ever been in the  
past. These are the people having an increasing influence over wider business strategy and bottom-
line profitability.

Ask any supply chain boss of a leading retail brand and they will tell you multichannel adaptation 
and innovation in fulfilment and delivery will be the predominant drivers behind everything they 
do in 2015. Reacting to or anticipating the fast-changing requirements and preferences of consumers 
will be vital. What could be a more business-critical mission than that? 
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The UK online retail industry is estimated to be worth £91bn, that’s 21% of the total UK retail 
market, according to IMRG. It is predicted that in the next five years, online sales will grow 
by more than 100%. Retail is changing at an unprecedented rate with the click-and-collect 

revolution resulting in a seismic shift in the retail/consumer relationship and the way we shop. BCSC 
estimates that there will soon be more than 150m sq ft of surplus retail space.

The battle is no longer just for increased footfall but winning the hearts and minds of the  
consumer. Meeting consumer expectations and demands has never been more important or  
challenging and retailers now stand or fall by the strength of their supply chain. There is a need for  
immediacy and convenience, and the ever new ways of achieving these bring opportunities and  
challenges: knowing your supplier; working with them to maximise the supply chain potential;  
managing disputes in strategic relationships; dealing with business interruption; complying with  
new regulations and ensuring security of data are just some of the matters that need to be  
addressed effectively. 

Retailers are learning they are only as strong as the weakest link in their supply chain. There-
fore, ensuring that the key aspects of the supply chain are underpinned by robust but flexible  
legal platforms is crucial to getting supply chain issues right and, ultimately, meeting consumers’ 
needs. There is no doubt that consumers’ expectations are high – retailers are, rightly or wrongly, 
viewed as the custodians of their safety and ethical expectations. Ensuring agility and performance 
security in your contracts can future-proof your supply chain, which is essential in such a fast-paced 
and evolving environment. 

If nothing else, the last year has made it clear that supply chain matters need to be dealt with ho-
listically: whether from farm to fork or factory to front door, it is necessary to overcome the internal 
silos that may have evolved during retailers’ previous bricks-and-mortar-only phase. 

The role of supply chain teams has changed for good, and any successful retail board knows this. 
Close communication with other teams is an everyday part of their job – be they retail operations, 
merchandising teams, online teams, marketing teams, the list goes on. And at the heart of this is the 
retailer’s legal team, which need to keep up with and smooth the way for innovation. No small task, 
but no doubt one to which they will rise.

ensuring that the 
key aspects of the 
supply chain are 
underpinned by 
robust but flexible  
legal platforms  
is crucial to getting 
supply chain  
issues right

hilary ross
partner and Head of retail,  
food & Hospitality group, dWf llp
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From field-to-fork… from factory-to-front door…     
trusted legal partners are essential to keep your business moving.
 

Jonathan Moss
Partner and Head of Transport Group
DD +44 (0)20 7280 8875
jonathan.moss@dwf.co.uk
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For more information please contact:  

Hilary Ross 
Partner and Head of Retail, Food & Hospitality Group 
DD +44 (0)20 7645 9587
hilary.ross@dwf.co.uk

 

www.dwf.co.uk

 

Legal advice that goes further

 

Businesses are exposed to risk beyond the products and 
services they produce or sell. We support our clients by helping 
them turn challenges into opportunities. By anticipating future 
trends and providing workable solutions to ensure compliance 
in a highly regulated, international industry, we make sure your 
business is in the best position to be future proof.
 
Our team of specialists includes former in-house lawyers, with 
the knowledge and skills to help save you money, time and 
add real value to your business.

© DWF LLP 2014. DWF LLP is a limited liability partnership registered in England and Wales with registered number OC328794.
DWF LLP (registered number OC328794) is authorised and regulated by the Solicitors Regulation Authority. Ref: 3269 221014.



adapTiNg To chaNge

A period of rapid development in retail is 
being reflected in significant change in 
the supply chain function. 

Keeping up with the pace of change in the re-
tail sector is placed among the three main chal-
lenges facing supply chain teams by 60% of the 
15 supply chain directors interviewed for this re-
port, while 40% of supply chain directors believe 
adapting their supply chain to meet omnichannel 
and multichannel demands is the most persistent 
priority their teams face in 2014, compared with 
just 12% in 2013.

Virtually all of the supply chain bosses say 
investment in supply chain is increasing, with 
cost-cutting less in evidence than in last year’s 
report, Supply Chain – Trends and innovations in 
retail 2013-2014 (www.retail-week.com/research-
centre). However, improving cost efficiency re-
mains a constant objective, notably in logistics 
where cost efficiency, agility and shortening lead 
times are all identified as key drivers. 

The adaptation of supply chains to multi/
omnichannel retailing reveals – and has itself 
partly precipitated – a greater customer focus 
within supply chain functions. As this director 
of logistics outlines: “The biggest priority is the 
customer. Everything we do, we do with the cus-
tomer in mind. So when we look at sourcing and 

supply, we consider what 
it is that we are offering 
the customer, so whether 
it’s an initial buy or a re-
peat buy we make sure that 
we can produce that product 
to the right quality and deliver 
it to the customer in the time frame 
that we have promised. We make sure at 
the beginning of the supply chain that what we 
are building has the customer at the heart of it.”

In particular, offering a broadening range of 
fulfilment options to give customers greater flex-
ibility and choice is now a key part of the sup-
ply chain brief, and is placing new demands on 
logistics teams.

Understanding and responding to consumer 
requirements regarding the immediacy, time 
precision or destination of deliveries is seen as 
crucial. Consumer demands in this regard are 
only expected to become more exacting, and the 
quality and flexibility of service companies can 
provide is expected to become an increasingly 
important element of commercial success.

Multichannel is also changing the way store 
delivery and inventory is managed. Many of 
the supply chain directors interviewed believe 
there is potential for bricks and mortar retailers to 

gain an advantage over 
pureplay online retail-
ers by leveraging their 

estates more effectively 
and using their stores as 

warehouses.
On the subject of tech-

nology and automation, retail-
ers stress taking a pragmatic view, 

looking carefully at the suitability of new 
technologies for their businesses. “The priorities 
at the moment seem to be: how do we drive tech-
nology, digitalisation and omnichannel capabili-
ties?”, says the supply chain head of a leading 
high street name. There is a strong consensus 
regarding the benefits of warehouse automation, 
but a number of retailers cite radio-frequency 
identification (RFID) as an example of a techno-
logical solution that will not work for all. 

Looking at innovation more broadly, many of 
the supply chain directors stress the benefits of 
collaboration between retailers in logistics and 
expect this to become increasingly common go-
ing forward. Indeed, the importance of collabora-
tion and partnership is a recurring theme among 
the retailers interviewed for this report, summed 
up by supply chain boss of a well-known depart-
ment store: “You can’t work in silos anymore.”

EXECUTIVE
SUMMARY
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33%33%

believe adapting 
their supply 

chain to meet the demands of 
multichannel is the most pressing 
priority their teams face in 2014, 
compared with 12% in 2013

40%

say adapting for 
multichannel/

omnichannel developments is
one of their top three most 
significant supply chain challenges, 
compared with 54% in 2013

73%

87%  of supply chain 
directors say that their 
company’s investment in the 
supply chain is increasing

Amazon and John Lewis score joint highest according to 
supply chain bosses asked to nominate which retailers are 

leading the way in supply chain management

say working more closely with suppliers is a key priority around sourcing 
and supply; the same proportion that also nominated containing or reducing 

costs as a sourcing priority

27% 
=

see expanding fulfilment options as the main multichannel priorities; the same 
proportion that also voted customer service as a key multichannel priority

rate agility, flexibility  
and efficiency as areas  
taking precedence  
for logistics teams

34%

Building closer relationships with suppliers is 
seen as a key sourcing priority by almost a third of 
the supply chain directors interviewed, while sup-
pliers themselves are becoming more engaged in 
the entire business process along the value chain.

Some 27% of the retailers interviewed see re-
ducing sourcing costs as a priority, while 20% 
consider reducing lead times to be an important 
objective. The rising costs of sourcing from China 
and the potential benefits in cost, lead time and 
environmental impact of sourcing more from 
within the UK and Europe remain live issues for 
supply chain directors.

Meanwhile, the expanding and increasingly 
critical role supply chain leaders and their teams 
play within retail companies is reflected in the 
senior positions supply chain personnel now oc-
cupy. There is a strong sense that the insights and 
specialist knowledge of supply chain profession-

als is more highly valued within retail companies 
than it was and they are having increasing influ-
ence over business decisions and strategy.

Collaboration between supply chain teams 
and other business functions is increasing and 
widely recognised as critical. The broader and 
more influential role supply chain professionals 
are taking in retail businesses is also said to be 
helping recruitment, while the new demands be-
ing placed on supply chain staff makes an onus 
on training and development all the more vital. 

Looking ahead, the retailers expect innovation 
in supply chain to be informed by the changing 
needs and preferences of customers, with multi/
omnichannel adaptation and innovation in fulfil-
ment and delivery the predominant drivers.

A third of the retailers identify either technol-
ogy systems or data management as areas where 
innovation will happen, but almost as many cite 

retailer collaboration as an area where new think-
ing will be brought to bear. 

In-house legal counsels are certainly experi-
encing greater collaboration in their role as they 
work with numerous parties across the entire 
supply chain to ensure the smooth and lawful 
running of a retail business. From strictly polic-
ing data protection laws and controlling com-
plex transport systems, to ensuring there are no 
blind spots in multiple supply chain networks 
that crisscross the world, they face a plethora of 
pressing challenges in today’s demanding multi-
channel, cross-border retail landscape.

The rapid change seen in retail in recent years 
underlines the need for a flexible and adaptable 
supply chain model that can be shaped to a con-
tinuously changing retail environment and, most 
crucially, constantly evolving consumer prefer-
ences and requirements. 

identify either technology systems or 
data management as the supply chain 
areas where the greatest innovation 
will be seen in 2014 and beyond

Retail
Week REPORTS



Copy
Copy indentwing area of the market.

crosshead
Copy

supply chaiN 
developmeNT: challeNges 
aNd opporTuNiTies

CHApTER onE

7November 2014 |

REPORTS Retail
Week



I t’s impossible to overstate the importance 
of robust supply chains in retail. You might 
be offering a first rate shopping experience, 

but if your customers are let down by a frustrat-
ing delivery service or unavailable stock, they’ll 
swiftly take their custom to a competitor and you 
risk losing them for good.

An adaptable, flexible and highly efficient 
supply chain is therefore the backbone of any 
successful retail brand. In fact, it’s at the very 
core of absolutely everything retailers do in to-
day’s complex multichannel world. As a supply 
chain director at a leading high street retailer 
puts it: “Supply chains used to be about sheds. 
But now it is a necessary prerequisite for all sorts 
of other business initiatives about improving ser-
vice and driving business growth. It is now abso-
lutely integral to the business strategy.” 

It is no surprise therefore that at a time of such 
rapid transformation and innovation in the re-
tail environment, the supply chain chiefs inter-
viewed for this report say their supply chains are 
undergoing significant change.

In fact, 87% of the supply chain directors in-
terviewed say that their company’s investment 
in supply chain was increasing, with only 7% 
respondent saying investment was down and 6% 
saying it was staying the same (graph 1.1). 

Interestingly, this shows a marked change 
from the responses in last year’s Supply Chain 
– Trends and innovations in retail 2013-2014 re-
port, produced by Retail Week in partnership 
with DWF, where only 55% of the directors say 
investment was increasing and as many as 38% 
say it was actually going down. 

Investing to meet the multichannel challenge 
featured prominently as one of the areas receiv-
ing most investment, along with the need to boost 
capacity to meet rising demand. Indeed, the sourc-
ing and supply chain director of a major fashion 
retailer sees supply chain investment today as a 
mix of those two concerns: “there are two types 
of supply chain investment,” he says, “when you 
are a successful growing business you need more 
supply chain capacity. The other investment is in 
supply chain capabilities to meet the customer 
multichannel and omnichannel requirements.”

n    Investment in supply chain gathers pace

n   Adapting to multichannel developments is the most pressing concern in 2014

n    The pace of change represents significant challenge

n    Emphasis on driving efficiency rather than cutting costs

n    John Lewis and Amazon leading the way 

Another area the supply chain directors say 
were receiving the most investment were sys-
tems and IT and technological innovation in 
logistics, notably warehouse. 

The emphasis on investment in technical in-
novation ties in with the retailers’ views on what 
represents the most persistent priority facing 
their supply chain teams. Some 40% nominated 
either coping with the pace of change (20%) or 
technology (20%) as the challenges imposing the 
most pressing demands (graph 1.2).

Once again, these appear to be more keenly 
felt concerns in this year’s research compared 
to last year, where only 15% say coping with the 
pace of change was the most pressing priority 
and only 10% nominated either technology and 

systems or the demand for innovation. Interest-
ingly, compared to the 15 options supply chain 
directors picked out last year when asked what 
the most pressing priority facing their supply 
chain team was, this year the directors selected 
only five, demonstrating that priorities are shift-
ing and they are becoming increasingly focused 
on fewer, yet core, principles.

This increase in the emphasis on adapt-
ing to technological change may be explained  
by another interesting shift, namely in the  
number of supply chain directors nominating 
adapting to multichannel as the single most 
pressing challenge with regard to their supply  
chain strategy. 

This year, 40% of the respondents say that 
adapting their supply chain to meet the demands 

of multichannel was the most pressing priority 
their teams faced, compared to just 12% in last 
year’s research.

adapTiNg To The eNviroNmeNT
According to a recent IMRG report, while an es-
timated 21% of all UK retail is now conducted 
online, national retailers are seeing over half of 
those online purchases being collected in their 
stores, underlining the need for a flexible and ag-
ile approach to fulfilment in the multichannel 
environment. 

For the supply chain director of a leading fash-
ion retailer, having “a mix of bricks and clicks 
has the greatest impact on the retail supply chain 
function”, with the combination of a stores estate 
and an online business a delicate “balancing act”. 
“We are undertaking a massive review of our re-
tail estate at the moment to make sure it’s aligned. 
Most retailers have a decline in store numbers and 
we think that will continue as the young grow up 
and outnumber us. Stores are not going to go away, 
they are a big part of our culture,” he says.

Underlining how multichannel is pervading 
supply chain development, the head of national 
distribution at a department store operator em-
phasises how concerns over multichannel,  
coping with the pace of change and ensuring 
supply chain agility are connected. “I want to 
stress that all three are very interlinked. This 
is because of the omnichannel developments 
that all retailers are experiencing. These devel-
opments are happening at such a pace that you 
need greater agility and flexibility within your 
supply chain,” he says.

The distribution director of a department 
store operator adds: “Adapting to the multichan-
nel world is the biggest challenge by a long way.”

Whether specifically with regard to multi-
channel development or in relation to technologi-
cal development, the prevailing view among the 
supply chain leaders interviewed for this report 
is that customer preference and requirements 
represent the crucial factor behind supply chain 
development. 

For the head of transport at a speciality re-
tailer, technology and multichannel are two of 
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“supply chains used to be about  
sheds. But now it is a necessary 
prerequisite for all sorts of other 
business initiatives about improving 
service and driving business growth. 
it is now absolutely integral to the 
business strategy” 

Supply chain director at a leading high street retailer
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87%
of the supply chain directors interviewed 

say their company’s investment 
in supply chain is increasing

1.1  IS your compAny’S InvESTmEnT In SuppLy chAIn up on LAST yEAr, down or ThE SAmE?

Up

2013/14 2014/15

55% 87%

Down

2013/14 2014/15

38%

7%

Same

2013/14 2014/15

7% 6%

1.2  whAT’S ThE moST prESSIng prIorITy fAcIng your SuppLy chAIn TEAm? 

19%

12%

6%

5%

6%

8%

5%

7%

6%

5%

4%

2%

5%

10%

4%

●  Ability to cope with the pace of change
●   Adapting for multichannel/ 

 omnichannel developments
●  Supply chain transparency
●  Demands for innovation 
● Supplier relationships and collaboration
● Requirements to cut costs
● Technology systems 
● Online fulfilment 
● Inventory reduction 
● Transport efficiency
● Warehouse efficiency 
● Corporate Social Responsibility
● Risk management
● International expansion
● Sourcing 
● Ensuring supply chain agility
● Increase warehouse capacity

20%

40%

13%

20%

7%

2013/14 2014/15
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21%
The percentage of UK retail now conducted 

online, with over half of those online  
purchases collected in-store

(Source: IMRG)
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the three factors having the greatest impact on 
the supply chain function, the third being ware-
house efficiency. 

He says: “We know we have to be in that [mul-
tichannel] space. If we don’t succeed in that space 
we’ll become a redundant business. Customers 
want to interact with us in a lot of different ways; 
that is the modern way. We have got to have the 
investment in technology to make sure we have 
the systems behind us to keep pace with what the 
customers want.”

The centrality of customer need to supply chain 
evolution, and the increased customer focus among 
supply chain professionals, is discussed in later 
chapters of this report.

eNsuriNg agiliTy
The second most popular response the executives 
gave when asked to cite the top three biggest chal-
lenges facing their retail supply chains was the 
need to ensure supply chain agility. One third 

(33%) stated that ensuring supply chain agility was 
in their top three biggest supply chain challenges.

Given the need for flexibility required in the 
multichannel age, this is not surprising. The two 
are closely related.

A supply chain director at a major food re-
tailer was one of the respondents citing ensur-
ing agility as the most pressing challenge. While 
he alludes to the numerous ways in which the 
company is developing, such as the creation of 
new formats and opening new stores, he makes a 
direct link between agility and adaptation to the 
multichannel environment. “Multichannel is an-
other element of change that we have to adapt to,” 
he says, “so we have to make sure that our supply 
chain is agile and able to adapt to the changes 
constantly taking place in our business.”

Demand forecasting and planning may have 
reached unprecedented levels of accuracy but 
there will always be the “unknown”, says the 
distribution director of a cosmetics retailer. “Be-

1.3  whAT ArE your Top ThrEE SuppLy chAIn chALLEngES?

Ability to cope with the pace of change

Adapting for multichannel/omnichannel developments

Supply chain transparency

Demands for innovation

Supplier relationships and collaboration

Requirements to cut costs

Technology systems

Online fulfilment

Inventory reduction

Transport efficiency

Warehouse efficiency

Corporate Social Responsibility

Risk management

International expansion

Sourcing

Ensuring supply chain agility

60% 27%

54%
73%

50%

43% 7%

42% 13%

44%

48% 20%

51% 13%

29%

32% 7%

32% 13%

25%

45%

58% 26%

49%

33%

2013/14 2014/15

ing able to react in an agile way to things that we 
have not been able to control is vital.”

Agility is also closely allied to efficiency, he 
continues. “Agility is very important because it 
has to do with being able to react to the market 
in an efficient way.”

driviNg NoT cuTTiNg cosTs
With regard to driving efficiency in supply 
chain, a further difference from last year’s re-
sponses and those conducted for this report is 
that none of the respondents cited the need to cut 
costs as being among the top three challenges 
facing their supply chain teams, versus 44% of 
last year’s sample. 

Whether or not this reflects the better times 
that the retail sector is now enjoying is hard to 
judge. For the distribution director of a fashion 
retailer, expansion and gaining market share 
depends on increasing storage and processing 
capacity. “All retailers are trying to win mar-
ket share and one of the ways they increase 
market share is by broadening their ranges,” he 
says. “So an increase in SKUs drives changes in  
storage methods and the need for more  
physical storage.”

Nevertheless, while cutting costs appears 
not to feature as a direct imperative, the need 
to maximise cost efficiency in the supply  
chain is ever present, even as greater demands 
are being placed on the infrastructure in terms  
of innovation, expansion and improving cus-
tomer service.

“The pressure to improve service and be more 
agile and innovative is relentless and I’m quite sure 
that all costs will go up as a result of that. But the 
pressure to reduce costs never gets any less,” the  
distribution director for a fashion retailer says.

Greater collaboration and integration of the 
supply chain team with other functions in re-
tail, discussed in greater depth in Chapter 6 of 
this report, is discerned as an important trend 
in supply chain by all the respondents. Inter-
function collaboration has improved, says the 
logistics director of a fashion retailer, “and it is 
critical that it has. There is no way, these days 
that I can design a supply chain strategy without 

bASE: ALL RESPOnDEnTS TO RATE EACh Of ThE fOLLOWInG AMOnG ThEIR TOP 3

Retail
Week REPORTS



collaborating with my colleagues in ecommerce, 
in digital in merchandising and design. That is 
just not possible anymore.”

Greater collaboration is certainly bringing 
benefits in areas such as customer service but also 
in reducing costs, says the distribution director 
of a cosmetics retailer, one of the many compa-
nies where internal collaboration between sup-
ply chain and other departments has increased 
during the past year. “Sharing information at the 
right moment with the right functions reduces the 
cost and issues at the end of the chain,” he says.

Notwithstanding the economic growth now 
being seen, for many the precise pattern of the 
retail market recovery has been hard to predict, 
and that continuing volatility puts a further onus 
on supply chain agility. 

“We seem to have been in a period of crisis for 
a long time; dips, double dips, triple dips,” says 
the distribution director of a cosmetics chain. 
“And we believe the market will stay volatile and 
that it will become the normal way so we have to 
organise our infrastructure and supply chain to 
cope with that volatility. And that is our greatest 
challenge.”

Jury of Their peers
While what is the perfect supply chain solution 
for one retailer may not be for another, the supply 
chain directors interviewed for this report were 
willing to nominate which retailers they believe 
to be leading the way in supply chain manage-
ment. The two runaway leaders in this straw  
poll are Amazon and John Lewis, followed by 
Next and Zara. 

One supply chain boss interviewed com-
mends Amazon for the way it makes shopping 
“so easy for the customers”, while another ap-
plauds the retailer’s user-friendly qualities. 
“Their supply chain is fantastic and they make 
buying so easy,” he says.

Respect for Amazon and acknowledgment of 
its strengths is slightly grudging on the part of 
some of the supply chain heads, which is per-
haps not surprising given that Amazon has taken 
market share from virtually every corner of the  
UK retail sector. 

A supply chain director at a major retail group 
typifies a certain reluctant admiration. “It would 
be remiss of me not to mention Amazon because 
despite the fact that most people say they don’t 
like them, and we don’t like them because they are 
key competitors of ours, I don’t know anyone who 
doesn’t shop Amazon. I shop Amazon because it’s 
so efficient and their range is second to none.”

As for John Lewis, the same executive also nom-
inated the department store chain for the way the 
retailer had “driven their omnichannel fulfilment 
capability” and maintained a “fantastic customer 
proposition”. Next’s supply chain is simply “super 
efficient”, adds the distribution director of a de-
partment store operator. 

Meanwhile, Zara’s supply chain is singled 
out for its sourcing capability. 

“Zara does have a unique sourcing model. 
And frankly I don’t think their sourcing can get 
any better than it is,” says the logistics director of 
a fashion retailer. Zara is “very good at bringing 
their stock in”, the supply chain head of a fashion 
retailer adds. 

whaT do you admire mosT aBouT…
Amazon: “They continue to keep investing in new technology  
especially new logistics technology and services, and they keep  
having new ideas.” 
John Lewis: “They chose to invest an enormous amount of money 
in 2008, right at the height of the credit crunch, to build omnichan-
nel capability when nobody else had the balls, and that’s why they 
are leading the way from a mainstream retailer point of view.”
next : “You can order at 10 at night and get delivery next day - I 
keep trying to explain to people working in my branches it is the 
customer’s expectation that next day delivery can be done.”
Zara: “frankly I don’t think their sourcing can get any better  
than it is.” 
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1.4  whIch rETAILErS ArE LEAdIng ThE wAy In SuppLy chAIn? 

53% 53% 40% 27% 20% 13% 13% 7% 7% 7%

dwf  
legal acTioN poiNTs

●   Alongside personnel and management issues, first 
rate technology (and the proper use of it) will help drive 
down the time taken from the point of order to the point 
of delivery.

●   State-of-the-art technology suppliers are commonly 
small founder-managed entities. Good diligence with 
these companies is key to success. Common features 
include – do they own the relevant technology and 
rights? If a licensee, are they compliant with the respec-
tive underlying agreements? What is the tenure of those 
agreements? Are they adequately capitalised and if not 
will some form of guarantee be required? Are they too 
thinly stretched? Are the core people adequately locked-
into the business?  

●   ‘Security, security and security’ – is fundamental, the 
consequences of which are reflected in underlying  
supply arrangements, and not only in terms of privacy, 
compliance and confidentiality provisions. There  
will also be a number of commitments (reporting,  
assistance and curing) on the supplier in the event  
of a data breach.

●  Make use of UK law enforcement agencies, which are 
working increasingly closely with retailers to disrupt 
fraudsters, with specialist online teams tackling  
cyber threats.

●   With new technology comes new ways for things to go 
wrong – crisis response is therefore critical and, given the 
nature of new technology, will involve all teams within 
the retailer. ‘War games’ rehearsals have never been 
more critical.

bASE: ALL RESPOnDEnTS VOTInG OnE OR MORE RETAILERS
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To be fit for purpose, retail supply chains 
have to adapt to the retail environment 
and there is certainly no more significant 

factor influencing the shape of the UK retail 
sector than the advent of multichannel and now 
omnichannel retailing.

The evolution from a supply function serv-
ing a traditional store-bound model towards 
omnichannel retailing is arguably one of the 
primary reasons why the supply chain function 
has assumed an increasingly pivotal role, and the 
supply chain director of a fashion retailer only 
expects this trend to continue. 

“When I started in supply chain about 20 years 
ago it was all about transport and distribution 
but now supply chain has become a core success 
function. That continuum will only progress fur-
ther in an omnichannel environment because of 
the complexity of the economic model as a con-
sequence of fulfilment.”

Adapting the supply chain in response to 
multichannel or omnichannel developments was 
identified as the most pressing priority currently 
facing their teams by 40% of the supply chain di-
rectors interviewed for the report (graph 1.2, page 
9). Furthermore, when asked what their priorities 
are specifically in the multichannel arena, 33% 
say enhancing or expanding fulfilment options 
(graph 2.1, page 14). This priority is linked to 
the director’s desire to be more responsive when 
reacting to retailing trends, with 27% claiming 
improving agility and responsiveness ranks as 
their top multichannel priority.

maNagiNg The move
Crucially, the retailer responses makes clear the 
evolution from multichannel to omnichannel 
which clearly has ramifications for the supply 
chain function. The transformation to omnichan-
nel is “key”, says the distribution director of a 
leading high street retailer. “It is important be-
cause it is about the future and the new behaviour 
of consumers. And that entails infrastructure and 
systems development.”

Indeed, some retailers see managing the shift 
from multichannel to omnichannel smoothly and 
effectively as the primary challenge for the sup-

ply chain team. A logistics director at a special-
ist retailer says: “Multichannel and omnichannel 
are constantly on our minds and omnichannel is 
the thing we are aiming for.”

“Omnichannel is a much bigger challenge 
because of the technology and the process effi-
ciency that it requires,” the distribution director 
of a cosmetics retailer adds. “And omnichannel is 
definitely a factor for growth and has a big impact 
on the supply chain function.”

cusTomer focus 
As already mentioned in the opening chapter 
of this report, supply chain teams are far more 
customer-focused than they traditionally were, 
and nowhere is this more clearly seen than in 
how they are meeting the challenge of multi/
omnichannel adaptation. 

When asked to identify the key multichannel 
priorities from a supply chain perspective, 33% 
of the supply chain executives interviewed al-
lude directly to customer service and responding 
to changing customer requirements. The changing 
nature of shopping is a big part of this challenge, 
directors say, especially given research that shows 
shoppers want a 360-degree experience where 
they can engage through every channel available, 
from store to smartphone. According to an eBay 

study carried out by Deloitte – which analysed 
sales data from 21 European retailers and ques-
tioned 2,000 shoppers in UK and Germany – more 
than 95% of sales made online are in addition to 
high street purchases. 

In addition, 31% of people visited a store prior 
to making an online purchase, while 34% of peo-
ple used online channels before making a pur-
chase in store.

The key is making sure the consumer has as 
much choice as possible, whatever channel they 
choose. As a supply chain director at a major spe-
cialist retailer says: “We want to make sure that 
when our customer gets to the basket we give that 
customer as much choice as we possibly can in 
terms of time and product. The Holy Grail for us 
is to give them choice but to make the experience 
as easy as we can.”

“Everything that we are doing in this business 
is focused on our customers and their demands 
especially in terms of multiple fulfilment,” says a 
supply chain director of a major retail group when 
asked to identify his company’s key multichan-
nel priorities from a supply chain perspective. 
“Our objective is to ensure that whether you are a 
customer shopping online, in store, ordering from 
a vendor direct, or ordering for a home delivery 
through a contact centre, your experience is ex-
actly the same.”

The logistics director of a fashion retailer 
makes the point that in the multichannel era this 
means extending that guarantee across a global 
network. Identifying guaranteeing uniformity  
of service across a global network as the key 
multichannel priority from a supply chain per-
spective, he states: “We have to make sure that  
our customers globally get a similar experi-
ence. That is my responsibility; for inbound and  
outbound I have to make sure that wherever we 
are shipping stuff in the world, customers get the 
same brand experience.”

The main challenge posed by multichannel ad-
aptation, a supply chain director says, is the need 
for “constant adapting, continuous improvement 
and a lot of this continuous improvement is down 
to customers and their expectations”.

Multichannel is having “a significant im-

n Adapting for omnichannel/multichannel development is a crucial challenge for 40% of retailers

n multichannel development underlines greater customer focus in supply chain teams

n 66% see expanding fulfilment options or customer service as key multichannel priorities

n Supply chain teams balance service and profit drivers in multichannel

n Increased collaboration between supply chain teams and other functions within retail businesses
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uK reTailers lag BehiNd  
us iN mulTichaNNel reTail
UK retailers are lagging behind their US counterparts in fully  
integrating customer service across all channels, says research.

While many UK retailers may have an internet presence or 
ecommerce capability, only 27% are able to share customer  
and inventory data across all channels, a survey of 100 board 
directors in the UK and US found. This compares with 43% of 
US retailers, says the study by market analyst Research now, 
commissioned by LCP Consulting.

To meet customer expectations there is a pressing need for 
retailers to develop fulfilment and integrated IT systems across 
channels. In the US, respondents say this would happen in the next 
year or two, while the majority of those in the UK think change 
would happen in three to five years or more.
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pact” on the supply chain function, says the 
supply chain director of a fashion retailer, be-
cause of the increasing demands of consumers.  
How the supply chain responds to new or changed 
consumer needs is critical both in terms of cus-
tomer service and profitability. “Effective supply 
chains are profit drivers and customer drivers.”

In essence, supply chain input is critical to 
definitive aspects of multi/omnichannel retail-
ing in terms of what retailers are seeking to offer 
customers and what customers are demanding. 
“In a multichannel/omnichannel environment 
customers have a choice of delivery times and a 
choice of where they want purchases delivered 
to. When that happens the flow pattern of ful-
filment is infinitely more complex and the eco-
nomic choices that you wish to present to the 
consumer and the economic choices you have 
for your business’s profitability are an interesting 
supply chain challenge.”

The supply chain director of a fashion retailer 
sees “opening up service opportunities”, such as 
evening deliveries or other ways to tailor deliv-
ery requirements, as a key multichannel prior-
ity, but also stresses that balancing this with the 
“cost to serve” is critical. “This is basically about 
convenience for the customer whether they are 
dropping off a return or picking up a package. 
We are trying to broaden our level of service to 
them but balance that with ‘cost to serve’; the fact 
that the more opportunities you add in, the less 
volume. Your volume is getting diluted across 
those opportunities.”

A supply chain director concludes: “The key 
priority is creating an economically viable cus-
tomer-driven operation. What’s interesting about a 
multichannel environment is the myriad fulfilment 
scenarios and the myriad economic consequences.”

KeepiNg ahead of The game
Moreover, there are benefits beyond the customer 
service win, as the supply chain director of a fash-
ion retailer explains. “The pace of change from a 
customer perspective is daunting. Basically in a 
multichannel/omnichannel environment the cus-
tomers’ requirements are fast evolving. The pace 
of change inside the supply chain is slower than 

the customer change, therefore deciding how you 
position yourself with regard to customer require-
ment is a challenge.”

“If you are watching your competitors, which 
all retailers do, and you say to yourself everybody 
is doing this so we must do it too, what you find 
is that by the time you have made those changes 
the customer has moved on. It is an evolving cus-
tomer-requirement landscape to which the supply 
chain needs to be responsive. But you also have 
to judge where the customers are going because 
the changes in lead times are real. It is a complex 
mix. It was a lot easier in the old days when you 
had single channel strategies and single channel 
inventory but it is no longer profitable to do that.”

The retailers interviewed for this report stress 
how collaboration between supply chain teams 
and other functions within retail businesses 
has increased, and ecommerce is often cited as 
a case to point. As most retailers move towards 
some form of omnichannel model, there are many 
reasons for collaboration with ecommerce, but a 
supply chain director for a specialist retailer em-
phasises the benefits it brings to his job in terms 
of consumer intelligence.

“We are also working more closely with ecom-
merce because of the growth in online,” he says. 
“They have more say in outbound activity than they 
used to. Collaboration with them helps me in terms 
of what customers are telling them in real time.”

The challenges which moving to an om-
nichannel model place on the supply chain 
function are clearly considerable. This is where 
pureplay online retailers have a great advantage 
and why they are leading the way in supply chain 
management, in the opinion of a department store 
distribution director. “For me it is still very much 
the pureplays that are leading the way in supply 
chain because they are not adapting an existing 
solution to fit a new omnichannel world,” he says. 
“They designed their systems for that new world.”  

Different retailers are at different stages in 
terms of effecting the evolution from multichan-
nel to omnichannel retailing but wherever they 
are on that progression, it is a process in which 
supply chain professionals are closely involved 
and where their decisions will be instrumental.

Retail
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2.1  whAT ArE your kEy muLTIchAnnEL prIorITIES from A SuppLy chAIn pErSpEcTIvE?

Improving agility and 
responsiveness

27%
Customer service

33%
Enhancing/expanding 
fulfilment options

33%
Cost per order

13%

Stock availability

7%

Direct shipping 
– supplier to customer

7%

Better stock visibility

13%

omNichaNNel shoppiNg haBiTs
95% of non-store sales are in addition to in-store sales

1 in 3 UK shoppers use multiple channels when shopping

80% of tablet owners have used their tablet for shopping

35% use smartphones to find their nearest stores

34% take a picture of a product to get information on it

23%  scan barcodes to access additional information

Source: The Omnichannel Effect eBay study, carried out by Deloitte

dwf  
legal acTioN poiNTs

●  In the spirit of internal collaboration, retailers  
should bring their fulfilment function inside their 
consumer privacy management system. Any  
data they collect on customer experience will be  
personal data. 

●   Retailers need the customer experience to flow  
seamlessly across systems. This takes great data 
interfaces to power consistency and quality between 
systems. Retailers must make sure any suppliers 
involved don’t fudge the hard issues like data availability, 
accuracy and security – ensure they accept liability. 
Retailers should set their stall out on these points  
early in negotiations, and not waiver. 

●  Amongst all the technology, it is important not to forget 
the human element. Consistent, quality client experience 
comes with consistent, quality staff training. Retailers 
must ensure staff are trained on legal issues such as 
product quality and complaints.

●  If a retailer is investing millions of pounds in its brand  
experience, it would be well advised to invest in  
protecting it as well. How would a rip-off devalue  
any brand investment?

●   Dealing with customer complaints needs a consistent, 
quick and robust response – as it is often the driver  
behind losing or keeping the customer.

bASE: ALL RESPOnDEnTS VOTInG OnE OR MORE PRIORITIES



The chaNgiNg face  
of reTail logisTics

CHApTER THREE
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W hen one of the supply chain directors 
interviewed for this report comments 
that supply chain “used to be about 

sheds, but is now at the heart of what our business 
does”, he is encapsulating the way the roles of 
retail supply chain professionals have broadened 
in recent years to areas that traditionally would 
have been beyond their remit.

That they are doing so while also having to 
advance and develop their core functions, nota-
bly logistics, in a rapidly changing and increas-
ingly competitive market is worth remembering 
and arguably to their credit. 

In other words, they still have to look after 
the sheds and the lorries and, judging by the re-
sponses from the supply chain directors inter-
viewed for this report, do so more efficiently and 
cost effectively than ever before. 

Interestingly, as mentioned earlier in this re-
port, none of the respondents cited the need to 

n   33% rate agility, flexibility and efficiency as key priority for logistics teams

n   Bricks-and-mortar retailers gaining from using stores as warehouses

n   retailers take pragmatic view of investment in automation and technology

n   differing views on cost-effectiveness of rfid

n   Benefits to be gained from retailer collaboration in logistics 

cut costs as being among the top three challenges 
facing their supply chain teams, but when asked 
what their specific logistics priorities were, cost 
efficiency features prominently, with agility, ef-
ficiency, lead times and speed to market the other 
recurring watch words.

In fact, 33% of directors say agility, flexibil-
ity and efficiency is their key logistics priority, 
closely followed by cost effectiveness, for 27%, 
and customer focus, for 20%.

“A big one and an obvious one for all retailers 
is the relentless focus on cost and the need to be 
able to deliver everything we have done in the 
past, but more efficiently,” says a supply chain 
director from a major national retailer.

more for less 
Even where other issues, such as flexibility, stock 
availability and service efficiency, are the main 
concerns, cost effectiveness is a major part of the 

discussion, as a department store distribution di-
rector explains. For his company, the logistics 
priorities are to increase levels of availability of 
stock “right the way through the logistics opera-
tion”, he says, to ensure “we are flexible and reac-
tive enough that we have the product in the right 
place at the right time, and trying to do that as 
cost effectively as possible”.

The distribution director of a fashion retailer 
adds: “The board want more service at no more 
cost or a very limited increase in costs. They 
want more service and more responsiveness  
and more agility but they don’t want an increase 
in costs that is proportionate to what they are 
demanding.”

There is a veiled suggestion from the same 
distribution director that the consideration sup-
ply chain professionals are now having to give to 
other functions within the business is not always 
reciprocated. “The thing about logistics and  
supply chain is that it is always the safety valve 
and the last man standing,” he says. “Everything 
else can go wrong but we are expected to cope 
or put it right.”

The distribution director of a cosmetics re-
tailer points to differing definitions and param-
eters for the logistics function across the retail 
sector, but says the primary logistics priority is 
to improve lead times.

“People define logistics in different ways,” he 
says. “If you are including planning as well, our 
key priority is improvement in lead times over-
all. Lead times to market, that is from source to 
store or consumer. That’s the key element.”

His reason is simple. Lead time is linked to 
so many other criteria by which supply chain ef-
fectiveness is measured. “Lead time is one of our 
biggest metrics because lead time reduction is 
linked to service, it’s linked to stock in pipelines 
and it’s linked to quality,” he explains. 

“Speed to market” is the key logistics priority, 
says the supply chain director of a fashion chain. 
“Logistically, it’s about making sure that we’re 
delivering as fast as we can.”

And that, in many ways, takes the discussion 
back to the customer, as one succinct observation 
from the supply chain director of a major special-
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3.1  whAT ArE ThE kEy LogISTIcS prIorITIES wIThIn your buSInESS? 

bASE: ALL RESPOnDEnTS VOTInG OnE OR MORE KEY PRIORITIES

✓ Maximising stock availability 7%

✓  building relationships with service suppliers 7%

✓ Warehouse efficiency and transport 13%

✓ Agility, flexibility and efficiency 33%

✓ Cost effectiveness 27%

✓ Lead times/speed to market 13%

✓ Customer focus 20%



less than

2.5%
of online orders are fulfilled  

using timed delivery
(Source: IMRG MetaPackUK Delivery Index Report)

ist retailer suggests: “All the [logistics] priorities 
are customer facing,” he says. Nowhere can this 
be more clearly seen than in the increasing flex-
ibility retailers have to offer customers in out-
bound logistics and fulfilment. 

wish fulfilmeNT 
As part of the multichannel revolution, consum-
ers are demanding and being offered an ever 
wider choice of options on how their products 
are delivered, presenting supply chain teams 
with new challenges regarding how to manage 
outbound logistics. As a supply chain director 
for a fashion retailer pointed out in the previous 
chapter, the “flow pattern of fulfilment is infi-
nitely more complex”.

Ensuring supply chain agility was nominated 
as being among the three most pressing overall 
challenges facing supply chain teams by a third 
of the supply chain directors, and a supply chain 
director from a major nationwide retail group 
stresses its importance with regard to the grow-
ing choice in fulfilment options. “Nobody quite 
knows how the percentages and fulfilment op-
tions are going to be resolved in respect of what 
customers will want next,” he says. “So you have 
to have an agile base for fulfilment in order to 
give numerous choices to customers.”

It was said in the preceding chapter that pure-
play online retailers have a significant advantage 
over bricks and mortar retailers because they are 
not adapting legacy systems to the multichan-
nel age. However, a supply chain director at a 
national retailer points out that in some respects 
the defining attribute of a traditional retailer,  
its physical estate, offers a significant logistics 
advantage. 

One of the greatest impacts multi/omnichan-
nel is having on the retail supply chain function 
is, he says, that “the distinction between ware-
houses and stores is blurring and will continue 
to blur.”

He continues: “The one big advantage we 
have over pureplay companies is the fact that 
we have stores that can double up as warehouses 
all over the country. From a customer collection 
point of view and a returns point of view this is a 

much more attractive proposition for custom-
ers.” However, he adds that this places the 
onus on improving store stock and distribution  
centre accuracy.

A department store distribution director adds 
that it is “quite exciting” to see how “some bricks 
retailers are starting to leverage their estates”.

deliveriNg The goods
For a supply chain director of a major national 
retail group, “the debate about immediacy ver-
sus convenience”, is a critical question. “Under-
standing whether the customer wants it next 
day more than in a two hour time-slot” and then 
“trying to design a network which delivers both” 
is among the top three challenges facing his sup-
ply chain team. He suggests some retailers ex-
cel at immediacy and others at convenience, but 
“no one excels at both because postcode versus 
time-slot is a very difficult balance, and it’s very 
expensive.” 

The third part of that customer choice ma-
trix and one that is likely to become increasingly 
important as innovation in fulfilment continues 
is location.

“We have to make sure that we can cope with 
the increasingly high expectations from our cus-
tomers,” says a department store distribution 
director who ranks “service efficiency” among 
the three most pressing challenges facing his 
company’s supply chain team. “We need to be 
able to deliver products to a restaurant or a car 
park or to the airport within hours.”

auTomaTioN aNd TechNology
The news that within the next five years Ama-
zon believes it might be using unmanned drone 
helicopters for customer deliveries underlines 
the role that automation and technology play in 
modern retail logistics.

As discussed in the opening chapter of this 
report, there is much admiration for Amazon 
among the retailers interviewed. However, those 
who commented on this innovation remain un-
convinced about the online retailer’s drones.

While there is always scope for revolution-
ary thinking, a supply chain director at a major 
national retail group emphasises the need to take 
a pragmatic view towards logistics automation. 
“Automation for automation’s sake is not the 
agenda, whereas automation that will drive com-
mercial benefits is,” he says. The same applies to 
Radio Frequency Identification (RFID), he sug-
gests. “We wouldn’t be looking at RFID because 
it is too expensive.”

Other retailers interviewed for this report had 
similar reservations about RFID. “I’ve investigat-
ed it [RFID] twice over the past five years but for 
us it is still cost prohibitive,” says a distribution 
director of a department store operator. 

While the logistics director of an online re-
tailer believes the technology offers benefits, he 
says these benefits currently do not justify the 
investment. “When people start to get RFID and 
use it properly that will improve efficiency,” 
he says, but adds: “Scale-wise we could really 
use it but it would be competing against a sys-
tem that is already very efficient. I would love 
to introduce RFID but I would have to have  
a compelling case as to how it is going to help  
me operationally.”

“In my view, RFID will never replace the bar 
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24%
of shoppers say they would stop 

shopping with a retailer that couldn’t offer 
delivery at a convenient time

(Source: Retail Week The Consumer 2014 report)

45%
of shoppers say they would consider  

switching to a different retailer if they 
failed to provide a convenient delivery slot

(Source: Retail Week The Consumer 2014 report)



code, but I think something will,” says a distribu-
tion director of a department store operator.

There is far greater consensus around the ben-
efits of warehouse automation. For example, a dis-
tribution director at a department store operator 
says automation in picking “drives down costs”, 
and “gives us a level of accuracy that you don’t get 
from manual warehouse solution”.

Warehouse automation carries advantages 
from “a cost and efficiency point of view”, says 
the logistics director of a fashion retailer, but the 
challenge is to keep automation working. “Main-
tenance costs are high and when it does go wrong 
it is very difficult to recover.”

iNNovaTioN iN collaBoraTioN
Innovation of course is by no means restricted 
to technological advances. When the supply 
chain directors interviewed for this report were 
asked where they feel there will be the greatest  
innovation in supply chain, the responses nat-
urally reflected the importance of multi/om-
nichannel evolution. Multichannel was chosen 
from among the list of ten areas by 40% of the 
sample. Interestingly, however, just as many of 
the respondents nominated collaboration as an 
area where they expected the greatest innovation 
to be going forward, including collaboration in 
logistics.

“There is definitely scope for collaboration,” 
says the distribution director of a fashion retailer, 
adding that his company had already made some 
progress on this and would be looking to do more. 

“Competitors could share back-office activities 
in order to improve costs and efficiencies. They 
could share our delivery resources. It doesn’t have 
to be competitors either but it has to be compatible 
traffic that you can merge with your own fleet.”

With regard to collaboration between retailers, 
a distribution director at a high street operator 
adds: “We are not seeing a huge amount of col-
laboration at the moment between retailers but 
I think we will in future. Retail collaboration is 
something that really excites me.”

A specific collaborative challenge highlighted 
by a supply chain director at a major specialist 
is for retailers to work together on moving more 
freight on to the rail network. 

“I think that retailers should get together on 
this [moving more freight to rail] because it is such 

an obvious solution,” he says. “They need to work 
together to bring railway transport back to life. We 
have all faced our own road network demons and 
it’s time we acknowledged that there is an alterna-
tive: a railway network out there that we should be 
using. It is totally under-utilised. For me using rail 
instead of road would make a huge difference.”

Regarding collaboration, effective partnership 
with third-party logistics providers is also seen 
as critical. 

The logistics director of an online retailer says 
a key logistics priority is “maintaining the very 
good and long-standing relationships with our 
shipping lines and building a proper relationship 
with service partners in the UK, so that what we 
actually buy from our service partners is a deliv-
ery service and not just space in a van or a truck.”
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could smarT roBoTs 
revoluTioNise The supply chaiN?
The internet of things is not just set to revolutionise the consumer 
side of technology. It will have an impact on the supply chain too.

A new report from One network Enterprises looks into the idea 
and paints a picture worthy of any science-fiction writer. “Think 
about an electronic workforce of process robots designed to count 
your inventory items in real time, on demand, with no mistakes 
made,” the report says. “You pay them nothing, and they never 
complain. They even alert you to any issues related to orders, in-
ventory levels, or shipments, taking action to reorder items when 
they drop below minimum thresholds.”

It might sound a bit dystopian, but there is genuine opportu-
nity to streamline certain supply chain processes if every product 
was tagged with RfID or similar. The report claims it is possible 
to design robots which can match demand and supply across a 
global supply network, if the platform on which the robot is built 
is based in the cloud. This would mean the data on the ERP systems 
of various companies in the network can be shared.

reTailer/Third-parTy 
fulfilmeNT parTNerships
n   Oasis offers free hourly online delivery slots for those spending 

more than £100 in partnership with delivery firm Shutl
n   ebay has snapped up Shutl, a service that aggregates and con-

nects online retailers with local same-day couriers
n  Asos offers 15-minute delivery slots through its follow My 

Parcel scheme in partnership with logistics specialist DPD
n   Asos’ UK Delivery Proposition Enhancement initiative, in part-

nership with City Sprint, Collect+, DPD and hermes, was cre-
ated to offer quicker free delivery, improved web cut-off times, 
free delivery to store and improved returns options and choices

n   hermes is the name behind the UK’s first Sunday delivery 
service, offering next-day delivery seven days a week, work-
ing alongside retailers such as JD Williams, boohoo.com, JD 
Sports and next.

“we have all faced our own road 
network demons and it’s time we 
acknowledged that there is an 
alternative: a railway network out 
there that we should be using. it is 
totally under-utilised. for me using 
rail instead of road would make  
a huge difference”
Supply chain director at a major specialist retailer

dwf  
legal acTioN poiNTs

●  Establish a robust auditing procedure for logistics  
providers prior to appointment. This should cover  
everything from company registration details to  
bribery compliance procedures.

●  Increase your vigilance when operating in markets where 
there is a corrupt or weak institutional environment, poor 
regulation and/or lack of infrastructure. Bribery may thrive 
in such an environment, covering anything from traffic 
infringements to bribing port operators.

●  Conduct periodical reviews of compliance monitor changes 
to the stability and integrity of the counterparty. Expiry of 
accounts and insurance policies, etc should be diarised with  
a view to requesting updates.  

●  Robust contractual documentation is essential. Subject 
to the bargaining positions of the parties, steps should 
be made to press for advantageous terms – including in 
respect of ownership of goods stored, limitation of liability, 
responsibility of the parties, penalties for non-performance 
and choice of jurisdiction and law. 

●  Could transport costs be reduced by collaborating with 
competitors, or by using disused stores as satellite storage?

●  Check that there is adequate cover for warehouse theft.  
Be aware of terms in the policy which may limit or aggregate 
losses. Consider whether your company should take  
out its own insurance to cover general liability, property  
and all risks. 
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sourciNg aNd The 
supplier relaTioNship

CHApTER foUR 
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The close engagement of supply teams in 
the process of adapting to multichannel 
and omnichannel retailing reflects how 

consumer-focused the retail supply team function 
has become, and how critical this is to effective 
retail strategy. 

As it is changing consumer requirements that 
have in many ways been the driving force behind 
multichannel, inevitably much of the change in 
terms of supply chain has been centred on the  
outbound section of the value chain and fulfilment. 
However, the remit of the supply chain function  
is also evolving in the inbound portion of the  
value chain. 

While the advent of multichannel retailing 
speaks to the changing relationship retailers have 
with their customers, the views of the supply chain 
directors interviewed for this report suggest that 
retailers’ relationships with their suppliers are 
changing significantly too.

When asked to identify key priorities around 
sourcing and supply, 27% of the retailers inter-
viewed for this report mentioned working more 
closely with suppliers, the same proportion that 
nominated containing or reducing costs as a sourc-
ing priority. Some 20% of the sample referred to 
reducing lead times as a key priority.

closer collaBoraTioN
For the supply chain director of a fashion retailer, 
closer collaboration reflects how the role of his 
suppliers is developing. He believes suppliers are 
less reactive than they were and more engaged 
in the entire commercial process from source  
to consumer.

“The role of the supplier is changing,” he says. 
“The traditional supplier was just the owner of a 
manufacturing site and everything else was done 
by retailers and agents. That is not the case any-
more. Increasingly the suppliers are becoming col-
laborative partners in your business model. And 
that is a very good thing. Having great suppliers is 
a great boon for retailers.”

He continues: “’Partner’ is a hackneyed 
word and I don’t really like it, but the role of  
the supplier in the spectrum of the business  

process is changing. Product design is a good  
example of modern collaboration between retailer 
and supplier.”

The supply chain director of a supermarket op-
erator stresses the importance of supplier relation-
ships in the food sector, emphasising the value in 
providing suppliers with as much information as 
possible. “In sourcing and supply we tend to have 
very long-standing relationships with a lot of our 
suppliers,” he says. “The efficiencies that we’re 
looking for in sourcing and supply are primarily 
about providing our suppliers with better informa-
tion with which they can plan their supply to us. In 
the supermarket world, which is driven by promo-
tional activity, some of our assortment is weather-
dependent so we are trying to provide suppliers 
with as much foresight and insight as possible so 
that they are ready to respond to demands as they 
come through.”

Suppliers will increasingly be entrusted to ship 
directly to the final consumer, says the logistics 
director of an online retailer. “I think that there 
will be more drop shipment models. Retailers will 
source and dispatch direct from their suppliers 
location.” 

This clearly brings cost savings and effi-
ciency benefits to the supply chain, but in poten-
tially shortening speed from source to consumer  
it is also a win in terms of customer service. Indeed, 
reflecting once again how focused today’s supply 
chain professionals are on the final consumer, this 
logistics director sees the customer as the main pri-
ority when it comes to sourcing and supply.

“The biggest priority is the customer,” he says. 
“Everything we do, we do with the customer in 
mind. So when we look at sourcing and supply we 
consider what it is that we are offering the customer. 
So whether it’s an initial buy or a repeat buy we 
make sure that we can produce that product to the 
right quality and deliver it to the customer in the 
time frame that we have promised. We make sure 
at the beginning of the supply chain that what we 
are building has the customer at the heart of it.”

Consumer sentiment around ethical sourcing 
continues to impact on sourcing and supply, though 
interestingly 7% of the retailers identified this as a 

n   Building supplier relationships key sourcing priority for 27% of supply chain directors

n   suppliers more actively engaged along the value chain

n   reducing costs and lead times other key sourcing and supply concerns

n   retailers considering cost, lead time and environmental criteria in relation to sourcing from china

n   international expansion prompting establishment of regional distribution centres
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shop direcT case sTudy: 
drop shipmeNT model
Shop Direct delivers 50 million products every year to five mil-
lion active customers. Rather than limit products to the inven-
tory that can be stocked within its distribution centres, Shop 
Direct has developed its long-established drop ship fulfilment 
model (where goods are dispatched directly from supplier to 
customer) alongside its own distribution centres to extend its 
supplier base and the number of products it can offer. 

Shop Direct’s Drop Ship for World Class Digital project, 
winner of The hermes Multichannel Project of the Year at this 
year’s hermes Retail Week Supply Chain Awards, future-proofs 
the drop ship fulfilment model and streamlines the customer  
experience, making orders fulfilled via drop ship indistinguish-
able from orders fulfilled via distribution centres. It is managed 
using Kewill’s software.

Enhancements include expanded delivery options with 
flexible cut-off times customisable by supplier and product; 
the ability to add in third-party services to product orders and 
co-ordinate contractor schedules with delivery timescales; 
and the ability to deliver ‘virtual’ services, such as PIn codes for 
software/music downloads. 

The results: The benefits to Shop Direct have been plentiful 
including the ability to provide consistent customer experience 
regardless of the order channel, from order process through to 
delivery timescale and branding of labelling/delivery documen-
tation. It has also enabled the retailer to offer a wider range of 
delivery options to meet rapidly-evolving customer demand. 

by grouping individual items into fewer packages, the 
project has delivered significant net savings and seen fewer 
cancelled orders due to customers having a clearer picture of 
delivery timescales upfront. Delivery time was reduced across 
all departments by an average of two days, with greater stock 
availability, and a higher percentage of orders delivered on time. 
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sourcing and supply priority. This could imply that 
supply chain directors feel they have set appropri-
ate action in train in the wake of Rana Plaza and 
other tragedies. In Retail Week’s previous supply 
chain report ethical sourcing and improving supply 
chain transparency were identified as priorities by 
34% of the retailers.

Consumer concerns also feature in decisions 
around environmental sustainability. While cost 
may be the primary reason why retailers are looking 
to shorten supply chains, notably moving sourcing 
out of China either to other countries in Asia or back 
to the UK and Europe, environmental concerns are 
also weighing in those decisions, says the head of 
transport at a specialist retailer.

“The key priorities around sourcing and supply 
are quality and cost but we are also looking at our 
environmental responsibilities,” he says. “We have 
sites in China where we source product. We are get-
ting it cheap and the quality is what we want but 
actually there is a big environmental footprint. We 
are wondering if it is still the right thing to do. We 
are looking at Eastern Europe again; we might have 
to pay a bit more but the lead time would be shorter 
and the environmental footprint would be halved.”

A distribution director at a department store op-
erator adds: “We are looking for suppliers closer to 
home and even locally. We are re-evaluating supply 
chain risk and realising the CSR aspects of shipping 
stuff around the world.”

moviNg sourciNg closer To home
The fundamental benefit of moving sourcing clos-
er to home is in shortening lead times and cutting 
costs, says the supply chain director of a fashion 
retailer. “Supply chain is truly global but there is an 
interesting debate about how much of it is coming 
closer to home. China is becoming so expensive, 
Eastern Europe can now compete with it. The lead 
time benefit is about three weeks. Employment sala-
ries in Portugal have reduced 11% in the last year. 
Labour prices in Turkey reduced by 8%. China la-
bour inflation last year was, depending on the city, 
15% to 25%.  Portugal with two drivers is seven 
days away and China is 28 days away which is three 
weeks’ lead time improvement.”

Moving sourcing closer to the final customer 
will not always mean back to the UK. For those 
retailers expanding their estates internation-
ally, or for the many retailers building substan-
tial consumer bases outside the UK through on-
line and mobile channels, the establishment of  
regional distribution centres is being increasingly 
discussed.
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4.1  whAT ArE your kEy prIorITIES Around SourcIng And SuppLy?

● Responsiveness and agility 

● Containing and reducing costs 

● building supplier relationships 

● Reducing lead times 

● Environmental concerns 

●   Ensuring an ethical supply chain

● Establishing regional distribution centres 

● Customer service

13% 27% 27% 20% 13% 7% 7%13%

iNTerNaTioNal expaNsioN 
opporTuNiTies
With big populations and development pipelines, China, India and 
Russia are abundant with long-term retail opportunities, despite 
the hurdles. China already has more than 140 cities with a popula-
tion in excess of 1 million and that figure is growing. Another 50 new 
shopping centres will have been completed in Russia between now 
and the end of the year, and India is booming despite the red tape.

but where might the new ‘hot spots’ be? South America is 
showing potential beyond brazil: Chile, Colombia and Mexico are 
tipped to be part of the next wave of opportunity. In Asia the next 
phase of growth might just be in the south eastern countries such 
as Vietnam.

Vietnam, which has a population of just under 90 million, 
is relatively untapped; retailers might do well to look carefully  
at these opportunities. UK Trade & Investment describes Viet-
nam as “one of the world’s fastest-growing retail markets”, and 
forecasts Vietnamese import demand growth of 250% between 
2010 and 2020.

The rules and regulations might have been a hurdle in some 
countries, but let’s not forget about international ecommerce. 
A study by OC&C Strategy Consultants, in collaboration with 
Google, found the overseas ecommerce sector could grow to 
£45bn by 2020.

Indeed, the rules are different and the risks often lower, as OC&C 
head of UK retail Anita balchandani explains. “Internationalisa-
tion used to be very capital-intensive but ecommerce has meant 
that it is now quicker, simpler, more economical and therefore lower 
risk for companies to test out new markets. There is a huge oppor-
tunity for UK companies that want to capitalise on international 
expansion online.”

“we have sites in china where we 
source product. we are getting it cheap 
and the quality is what we want but 
actually there is a big environmental 
footprint. we are wondering if it is  
still the right thing to do”
head of transport at a specialist retailer

dwf  
legal acTioN poiNTs

●  A basic ‘risk and reward’ approach to contracts will 
encourage a supplier to make a greater investment in the 
relationship and to adopt voluntarily continued perfor-
mance improvement programmes. The attractiveness of 
a longer-term commitment being the reward.

●  Share key data at the outset to allow known risks to be 
dealt with in the contract. 

●  Collaboration does not mean free circulation of data – 
care needs to be taken in protecting data.

●  Outside of force majeure the unknown risks are typically 
the responsibility of the supplier.  

●  When establishing KPIs or service levels, and 
benchmarking service performance, avoid including too 
many measurements so the more critical analysis is not 
obscured. Relief should be given in areas of known risk.

●  Audit should focus on performance and outcomes, and 
not be a forensic examination of the supplier’s internal 
issues and costs. The result of the audit should have an 
upwards and a downwards element for the supplier.  
Too frequently it is only the latter and discourages 
participation.

●  Step-in rights – the rights to take over a failing part (or of 
the entirety) of a service, without necessarily terminating 
the underlying agreement – can be difficult to implement 
and are rarely used; a lot of hours can be frittered away in 
negotiating them. Rate your agreements and allocate the 
time accordingly. 

●  If integrating software with a supplier, ensuring access to 
source codes is key to managing business failures within 
the supplier’s organisation.

bASE: ALL RESPOnDEnTS VOTInG OnE OR MORE KEY PRIORITIES
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supply chaiN direcTors’ 
pivoTal role 

CHApTER fIVE 
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6,500
companies represent 80% 

of logistics job opportunities  
in the UK

 
(Source: The biS henderson Academy)
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For all that is said and written about invest-
ment in IT systems, warehouse automation 
and the like, the responses of the executives 

interviewed for this report suggest that the develop-
ment of the human resources side of supply chain 
management is just as significant as the rapid tech-
nological advances being seen.

The position that supply chain directors now cus-
tomarily occupy in companies underlines the pivotal 
role they and their teams have in modern retailing. 

The most tangible illustration of this is the inclu-
sion of supply chain directors on executive retail 
boards. “We have gone from a service partner to be-
ing on the board,” says a supply chain director of a 
major specialist retailer. “The influence of supply 
chain management has increased dramatically,” 
adds the distribution director of a department store 
operator.

The distribution director of a fashion retailer, a 
board director like many of his peers, puts things 
rather more bluntly, candidly confessing that “in 
years gone by nobody took a blind bit of notice of 
me”, and that sentiment is probably far from unique, 
particularly among the longer-serving supply chain 
professions. But, according to the virtually unani-
mous view of those interviewed for this report, sup-
ply chain directors are no longer the bridesmaids of 
retail management. 

The same distribution director continues: “There 
is no question that supply chain does influence the 
course of events more than we ever have in the past. 
Supply chain is at the heart of business strategy.”

One distribution director even notes a greater 
feeling of deference towards supply chain person-
nel which this remark suggests would not have been 
in evidence a few years ago. “The other functions 
have to collaborate with us whereas before they said 
‘just bloody do it!’.” 

cross-fuNcTioNal 
collaBoraTioN 
Supply chain directors may now be more accus-
tomed to life in the c-suite than ever before, but it 
is not just through their presence at board level that 
supply chain considerations now permeate through 
modern retail management. Arguably just as crucial 
is collaboration between the supply chain function 
and other areas of retail management.

When asked whether internal collaboration with 
other functions had improved during the last year, 
there was a universally positive response, many go-
ing on to stress that such collaboration is critical for 
their businesses. 

For example, having supply chain professionals 
involved from the outset in discussions regarding 
how and from where to source new products is 
“critical”, according to the distribution director of 
a cosmetics retailer. 

If no one from the supply chain team is present 
when the decision to go ahead with sourcing a new 
product is taken you could end up with “a serious 
problem at the end of the chain”, he claims. He con-
tinues: “It is important for supply chain function 
people to be present at the beginning of those sorts 
of discussions. We need visibility from all the func-
tions all the way through the process. Only then 
will we know that a new product is fit for our sup-
ply chain from the outset.”

A supply chain executive at a major retail group 
also sees a marked increase in collaboration with 
other functions during the past year. “Internal col-
laboration with other functions has definitely im-
proved over the last year. This is very much the case 
between the commercial teams and the traders who 
are working much more collaboratively with the re-
tail and the supply chain teams. Sitting in splendid 
isolation and planning stuff to compete in the mar-
ketplace can no longer be done without the ability to 
be able to fulfil it through the distribution channels.”

A supply chain director at a department store op-
erator urges greater collaboration “because improve-
ment depends on intelligence because things are so 
volatile”, adding that he collaborates with “wider 
groups of teams than ever before”.

This view is echoed by another supply chain 
executive at a major national retail group, linking 
the collaborative trend in particular to the advent 
of multichannel and omnichannel retailing. “It [in-
ternal collaboration] has improved and it had to. If 
we are talking multichannel and omnichannel there 
are so many business areas that are touched by it, so 
many areas where full co-operation is needed and 
where your best minds need to be applied to ensure 
you have the best solutions. You have to have sup-
ply chain involved, you have to have IT involved 
and retail. And all the interested parties have to be 

around the table. You can’t work in silos anymore.”
Supply chain professionals are also increasingly 

becoming “project leads”, says the supply chain di-
rector of a fashion chain, taking “more responsibil-
ity for delivering end-to-end projects”, even though 
the projects “may not necessarily be supply chain 
driven”.

aTTracTiNg TaleNT
Perhaps because of the broader remit supply chain 
teams have, prospects for greater responsibility and 
a sense that what they are doing has a direct impact 
on the company’s fortunes, there is a view among 
some supply chain directors that working in sup-

n more influential roles for supply chain personnel

n Board representation the norm reflecting supply chain’s pivotal role

n cross-functional collaboration increasing

n supply chain’s developing role within retail aids recruitment 

n onus on training to meet new demands placed on supply chain professionals
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addressiNg The supply  
chaiN TaleNT gap
The nOVUS Scheme, now in its second year, guarantees gradu-
ate employment to students undertaking two specialist degrees 
in supply chain management at the University of huddersfield, 
along with other benefits that include mentoring from senior in-
dustry professionals, guaranteed work placements and additional 
professional qualifications. The curriculum has been designed in 
consultation with industry and includes regular industry- led 
seminars and site visits.

nOVUS is backed by 27 companies including leading retail 
and logistics names such as Marks & Spencer, John Lewis, Sains-
bury’s, Asos, Wincanton, DhL, network Rail and Arla. Their  
vision was to ensure the UK can produce highly capable, work-
ready new managers who can help fulfil a need for talent over the 
next three decades. The initiative is unique, both in the supply 
chain industry and in graduate recruitment in general. It is doing 
vital work to enlarge and enhance the supply chain graduate talent 
pool and inspire tomorrow’s supply chain professionals. 

The courses cover all aspects of supply chain, from management, 
finance, organisational structure and psychology, to transport net-
work design, warehouse design, inventory management and hR 
skills. The core degree course is also supplemented with further 
content covering skills required to effectively manage, such as 
leadership, people management and communication. 

The scheme’s mission is to address the increasing shortfall in the 
number of talented supply chain managers to keep up with the pace 
of business and technical change. It was recognised at this year’s 
hermes Retail Week Supply Chain Awards 2014 when it won the 
Wincanton Supply Chain Innovation Project of the Year award. 
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ply chain has become a more attractive proposition. 
A supply chain director at a national specialist 

retail chain says working in supply chain has even 
become “a little bit trendy”. He continues: “It is a 
more interesting job than it used to be. There is a 
different sort of person coming into supply chain 
now. A different calibre of person with a different 
set of skills. And certainly there are more women. In 
the last four years the number of senior managers I 
have in my team has increased by 32%. People want 
to come into this field now.”

That said, the distribution director of a depart-
ment store operator points to a lack of qualified 
personnel to meet the new professional demands in 
supply chain management, and predicts that this 
will get worse as the economy strengthens. “There 
is a shortage of supply chain professionals, particu-
larly those with systems experience and automation 
experience. We are playing catch-up in the profes-
sional pool to meet the changes that have happened. 
I don’t think a lot of retailers have really felt that yet 
but, as the markets pick up again and people begin 
to invest again, skilled resource will be in short sup-
ply.”

Indeed, the supply chain director of a fashion re-
tailer also says it is “a struggle” to retain talent right 
now because “the market is moving”, rating retain-
ing talent as the third most pressing challenge facing 
the company’s supply chain team.  “The key for me 
is taking a chance and giving people responsibility. 
Today, young people want to feel good about what 
they are doing and I find when they are given early 
responsibility to prove themselves that can be more 
likely to instil loyalty to the company than a bonus 
in their pay packet.”

TraiNiNg aNd reTeNTioN
With experience possibly in short supply, training 
is more important than ever. As with any branch of 
retail, ensuring that able people have the chance for 
career progression is vital. “For me the most impor-
tant thing when I spot talent is to make sure there is 
enough room for them to grow and room for them to 
grow into,” says a supply chain director at a national 
specialist chain.

Several of the retailers emphasise the importance 
of establishing links with external colleges and in-
stitutes which offer courses in areas such as logistics 

and supply chain management, such as Cranfield 
University and the Chartered Institute of Logistics 
and Management.

“You have to build good relationships with train-
ing and academic institutions, be they Cranfield or 
some of the other supply chain training organisa-
tions,” says the supply chain director of a fashion re-
tailer. “Young talent need practical specific training 
on techniques so that they understand the basic prin-
ciples of good supply chain management. It is remark-
able in this age of technology how few people know 
them and how few companies deploy them well.”

While the logistics director of a fashion chain 
says that supply chain skills are “certainly at a high-
er level than they were”, he is looking for more than 
just skills, and this speaks to the changing function 
of the supply chain professional in retail companies 
and what they are expected to do.

“They do have to be more skilled than they 
were but more importantly that have to be open to 
change,” he says. “This is hard for logistics and sup-
ply chain professionals because they tend to be very 
reliable and good at religiously following routines 
and tasks. I am trying to develop more people who 
are thinkers people who can see ahead and foresee 
the impact of changes on the business and more 
important the impact of changes on the customer.”

While many of the comments suggest the train-
ing environment in supply chain is improving, some 
believe training for supply chain professionals still 
requires further development, particularly in light 
of the more challenging role they in many cases 
now have to perform. “People working in the sup-
ply chain business have got to become more profes-
sional,” says the distribution director of a fashion 
retailer. “The demands on supply chain workers 
are increasing and they need more training. That is 
a good thing because as requirements increase we 
will have better qualified people who will be more 
motivated and better rewarded.”

This supply chain director goes on to make a 
distinction between how human capital is being 
developed to improve the supply chain function 
and the introduction of new technology. “I would 
regard it as supply chain evolution rather than sup-
ply chain innovation. Innovation suggests we are 
constantly trying to re-invent the wheel but that is 
not really true. Things are evolving because of the 

demands of multi and omnichannel. But it is still 
very much a bricks and mortar and flesh and blood 
environment.”

The sting in the tail with regard to supply chain 
human resources is, of course, that for all the op-
portunities for enhanced responsibility and a more 
varied portfolio among supply chain managers and 
directors, other advances in the supply chain arena 
signify the loss of livelihoods for some.

When asked how the retail supply chain in five 
years’ time will differ from that of today, a depart-
ment store distribution director says rather bleakly: 
“The big change will be that there will be a lot less 
people in it. They will be replaced by more technol-
ogy and more robots. It is technology that is driving 
supply chain: automation and machines replacing 
men.”
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supply chaiN Team case sTudy: JohN lewis
The customer delivery technical training team delivers the end to end customer delivery proposition for John 
Lewis and are responsible for partner development. Its remit includes supporting partners to professionally 
deliver installation services from washing machines to lighting; offering technical skills training and legal 
compliance courses; and providing a staged learning and career progression programme.

In the last year the team has implemented a sizeable strategic change and changed skill sets considerably 
in its mission to train partners from being operators to teachers. The technical training team is made up of 
former drivers, site managers, section managers and warehouse operatives, who between them boast 300 
years of service. These individuals as a team have embraced this strategic change and skilled up to a City and 
Guilds Teaching standard that has enabled them to focus on partner development. 

John Lewis’ operations director Dino Rocos says: “I am always amazed with the achievements of our opera-
tional partners. Just when I start to question how we continue to lead in customer delivery, I visit yet another 
fantastic initiative delivered by our partners for partners to maintain the momentum our business requires.”

The team won The Ligenetia Supply Chain Team of the Year at this year’s hermes Retail Week  
Supply Chain Awards.

dwf  
legal acTioN poiNTs

●  Directors duties – board level appointments mean supply 
chain personnel need to be made aware of their statutory 
duties, responsibilities and liabilities as a director of the busi-
ness and to fulfil strategic objectives and policies.   

●  Changing role – the supply chain role is evolving to be 
highly skilled and cross-functional. Consider organisational 
restructure and changing reporting lines to reflect cross-
functional collaboration and the developing end-to-end 
project management role. 

●  Redundancy – anticipate change. Innovations in technology 
as well as changes to the supply chain role may mean future re-
dundancies. Will existing roles continue to be fit for purpose? 
Review individual and collective redundancy processes.   

●  From the ground up – invest in training to address the 
shortfall in skilled supply chain managers. It is vital to plan 
your medium and long-term people investment strategy to 
develop and train your people in skills around the supply chain 
role, in order to retain your current talent. 

●  Recruitment – the shortage of specialist skilled supply chain 
professionals and their pivotal role in the business means 
there will be increasing competition in the recruitment 
market. Review your recruitment strategy and reward and 
benefits structure to reflect this influential board level role, to 
attract and retain talent. 

Retail
Week REPORTS



looKiNg ahead
CHApTER SIX
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It is no surprise that when the discussion turns to 
innovation in supply chain, the prospect of Am-
azon making deliveries using drone helicopters 

provokes some interesting remarks from the supply 
chain professionals interviewed for this report.

That Amazon has been “piloting” unmanned 
helicopters as a possible delivery option already 
suggests something of a subeditor’s paradise, and 
it would appear that supply chain directors also 
cannot resist a pun.

“A lot of people are talking about drones as 
being the great future innovation but I can’t see it. 
I can’t see that getting off the ground,” says a sup-
ply chain director at a department store operator. 
“Amazon are just flying a kite on that one. It will 
never be cost effective,” the distribution director 
of a fashion chain adds. 

A supply chain director at another major na-
tional retailer also remains unconvinced. “Ama-
zon have created a great talking point with drones 
and got themselves a lot of publicity but I don’t 
think something like that will be mass adopted 
until it becomes very cheap,” he says. “On the 
other hand driverless motorbikes and vans might 
be an answer.” The fashion retailer disagrees. 
“Driverless cars and motorbikes are hokum too”.

In spite of some consensus that drones will 
not be cost-effective, history suggests ‘never say 
never’ when it comes to cost effectiveness and 
technological advance. Virtually without excep-
tion technology becomes cheaper over time and 
it is quite possible that something prohibitively 
costly today will be affordable and cost-efficient 
in relatively short order. 

The retailers interviewed for this report were 
asked where they expect the greatest innovation 
with regard to supply chain to take place going 
forward. The responses reflect the dynamic ar-
eas of supply chain development identified in the 
preceding five chapters. 

cusTomer Top of miNd 
Not surprisingly, multichannel was identified 
as an innovation hot spot by a third of the ex-
ecutives, while online fulfilment and expanding 
fulfilment choices was also singled out by a third 
of the retailers as an area likely to attract most in-

novation. The two areas overlap considerably, as 
this comment from the supply chain director at a 
supermarket operator suggests: “Most of the inno-
vation will be in multichannel and omnichannel 
and it will be around services to the customer. 
The customer proposition is at the front of all re-
tailers’ minds.”

The same link is stressed by the logistics di-
rector of an online retailer. “The fact that most 
retailers are all about customer focus and speed 
to market will mean it will be the multichannel 
option that will attract the investment in innova-
tion,” he says.

The logistics director at a fashion retail group 
also sees most innovation taking place around 
multichannel, but in emphasising the importance 
of the single view of the customer his view is ar-
guably more specifically about the continuing 
evolution from multichannel to omnichannel 
retailing that will be seen over the next few years.

“It [the greatest innovation] will be in the mul-
tichannel area and it will be around the single 
view of the customer,” he says. “And that is where 
the greatest innovation needs to come. I am a cus-
tomer of other companies and it doesn’t matter if 
I’m walking into a shop or using a device, I still 
want to know what I can get and when I can get it. 
And if it’s available to me straightaway and I want 
to switch from phone or tablet or pc to transact, I 
want to get the same experience.”

He continues: “This is all about personalisa-
tion and convenience in multichannel. That all 
goes back to the customer. The customer will 
make more and more demands on us and we will 
have to adapt our supply chains to the customers’ 
requirements.”

“Personalisation” is a term increasingly used 
when describing the broadening of fulfilment 
options for consumers, as well as product devel-
opment. “Customer expectations are extreme,” 
says the supply chain director of a fashion retail 
group. “And there is a limit to how fast retailers 
can evolve and change. I’m thinking in terms 
of product range and things like that. But in-
novation in personalisation will happen fast,  
whether it’s on the product itself or whether it’s 
about the service.”

A supply chain director at a department store 
operator adds: “I think the greatest innovations 
will be customer focused innovations, the track-
ing side of things and the ability to deliver to cus-
tomers wherever the customer is. I think in future 
customers will be able to have goods delivered to 
their office or a restaurant or wherever the cus-
tomer chooses. There will be greater variability 
and flexibility. The customer will have more au-
thority and will demand much more.”

A department store distribution director goes 
further. “Home delivery will largely disappear,” 
he suggests, “because retailers will see where 
their customer is on an app, and if she is in Star-
bucks they will deliver it there.”

The degree to which home delivery may be re-
placed by anywhere-delivery is open to question. 
However, the supply chain director of a fashion 
retailer believes wherever the product might be 
going, it will be the retailer picking up the tab. “I 
think the consumer will eventually refuse to pay 
for delivery,” he says.

grappliNg wiTh Big daTa 
The significance of automation and technology 
was also reflected in the responses, with 34% of 
the retailers identifying either technology sys-
tems or data management as areas where inno-
vation will be seen. 

One consequence of the development of tech-
nology systems is the growing amount of data re-
tailers collect. “Most large retailers have a large 
amount of information but not many know how to 
make the best use of it,” says the logistics director 
of an online retailer. 

A supply chain director at a major national 
retail group says the proliferation of data means 
retailers are having to “rewrite the rules about 
how analysis is done”. With so much data avail-
able, the danger is “analysis paralysis”, he adds.

For one supply chain director at a major re-
tail group, addressing effectively the challenges 
big data poses will be one of the factors separat-
ing the winners from the losers going forward. 
“The impact of data is massive,” he says. “How 
we translate that data is crucial to managing our 
supply chains effectively. The speed with which 

n  innovation in supply chain will be customer-orientated

n  influence of multichannel and omnichannel development on innovation set to continue

n  focus on innovation around fulfilment and delivery 

n  more collaboration predicted

n  rapid change seen in recent years underlines need for resilient, adaptable models
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6.1  In whIch SuppLy chAIn ArEAS wILL ThE grEATEST InnovATIon bE SEEn?

Multichannel 
33%

33%

Online fulfilment/expanding 
fulfilment choice 33%

Warehouse  
efficiency 7%

International 
expansion 13%

Technology systems  

27%

Collaboration 
27%

Data management

7%

we can get information and interpret it is key. It 
will determine which retailers are going to win 
on this playing-field.”

more collaBoraTioN predicTed
As was noted in the third chapter of this report, 
for all the investment in technology and systems, 
data collection and automation, there is a pre-
vailing view among the retailers that collabora-
tion between retailers could be just as influential 
in supply chain development.

A supply chain director in a major retail 
group says: “If I took this on a three to five year 
trajectory, I’d say the greatest innovation will 
happen in collaboration. When you think about 
the fulfilment to home by the different channels, 
retailers are all doing it their own way. I don’t 
think the carriers will consolidate but I think 
retailers might collaborate with other retailers 
because they want to own their customer’s ex-
perience right to the door step.”

Meanwhile, the distribution director of a cos-
metics chain stresses the sustainability benefits 
of such collaboration. “We might be competitors 
but at the end of the day we are all trying to do 
the same thing. And I think we are all intelligent 
enough to know that in terms of the environ-
ment and social responsibility, we have to work 
together. In the high street you have different 
types of retailers but they all use transport and 
providers to get to the same place. And we can 
work together to find synergies and better ways 
of working together.”

five years’ Time
The speed of innovation over recent years, much 
of which has been precipitated by the advent of 
multichannel and omnichannel retailing, un-
derlines that five years is a long time in terms 
of technological development. Indeed, in look-
ing forward, several of the retailers illustrate  
both the difficulty of predicting how things  

“i’d say The greaTesT iNNovaTioN will 
happeN iN collaBoraTioN. wheN you ThiNK 
aBouT The fulfilmeNT To home By The 
differeNT chaNNels, reTailers are all 
doiNg iT Their owN way. i doN’T ThiNK The 
carriers will coNsolidaTe BuT i ThiNK 
reTailers mighT collaBoraTe wiTh  
oTher reTailers Because They waNT 
To owN Their cusTomer’s experieNce 
righT To The door sTep”
Supply chain director in a major retail group

bASE: ALL RESPOnDEnTS VOTInG OnE OR MORE InnOVATIOnS
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will take shape and the need to be prepared for 
continuing change, by referring to what has 
happened in recent years.

A certainty, however, in the view of the sup-
ply chain director of a fashion retailer is that 
customer service will be more important than 
ever, and it will be the ability to cater to the om-
nichannel consumer that will matter. 

“Historically, service success was store-
based,” he says. “It has become progressively 
ecom-based. But in five years’ time it will be 
omnichannel service based. And profitability 
of retailers will be driven as much by service 
as it will by product because the economics of 
service are both powerful and dangerous in 
equal measure.”

The supply chain “will progressively be-
come leaner, faster and more cost effective than 
it is today”, predicts a supply chain director 
within a national retail chain. “I think it will 
be highly automated and I think the amount of 
time taken to get merchandise from supplier to 
store will be reduced.”

The head of transport at a specialist retailer 
says that with technology “developing exponen-
tially”, it would be a “brave man who would 

venture to say where we will be in five years’ 
time”, adding poignantly: “I don’t really think 
that any of these new systems we’re putting in 
are future-proof.”

A final comment from the distribution  
director of a cosmetics retailer speaks to the 
same notion, namely that the transforma-
tion seen in recent years shows that, above all,  
the retail supply chain of the future must be one 
that can adapt quickly in a fast-changing world.

“I would expect to have a more resilient 
model,” he says. “We are living in a fast-chang-
ing world and I think this feeling of instability 
will continue. The constant change and volatil-
ity we feel now will still be here in five years’ 
time. So we will need a supply chain that can 
support change and that means we will have to 
become more agile and more flexible and fully 
support the omnichannel strategy.”

What’s clear is that agility and lightning-
fast reactions to changing retail conditions are 
two vastly important skills that supply chain 
directors will need to possess to succeed in the  
future – so long as their supply chain  
networks are up to the challenge of supporting 
that change.
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The fuTure of gloBal 
supply chaiNs
Global supply chain risk hit an 18 month low in the second quarter of 
2014, decreasing for three consecutive quarters for the first time 
since the 2008 financial crisis, according to the Chartered Institute 
of Purchasing & Supply’s latest CIPS Risk Index. 

The Index, which tracks the effect of economic, political and so-
cial factors on the security of global supply chains, has fallen from an 
all-time high of 82.4 in Q3 2013 to 78.1 in Q2 2014. 

Yet with the Ebola outbreak in West Africa, wars in the Middle 
East and sanctions on Russia amid broader instability in Eastern 
Europe,there are concerns that world events will conspire to reverse 
the improvement in supply chain risk in the third quarter of 2014  
and undermine the global economic recovery.

dwf  
legal acTioN poiNTs

●  While rapid innovation is at the heart of retail success, risk 
management must progress in parallel. Drones with their civil 
aviation implications are a good case in point.

●  Retailers have to embrace transparency in how they obtain 
and crunch people’s data, however cutting edge that may be. If 
a retailer doesn’t want to be open with their customers about 
what they do, that speaks volumes. The issue of privacy is 
not going away, the EU is looking at toughening the rules, and 
Apple just made privacy policies compulsory for apps.

●  Collaboration offers enormous potential. However, the big 
retailers need to be careful of possible competition issues 
arising on local or national markets.

●  Speedy and accurate insight is the data goal. Great data 
management at a technical level is essential to drive quality. It 
will also help with data protection and privacy compliance.

●  All retailers will be investing in technology. It is vital that the 
resulting tech relationships and internal processes are built 
for change. Agility is fundamental. Retailers have to look to 
strip out the non-essential, and make sure their contracts 
work well for this dynamic world.
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legal challeNges iN  
a mulTichaNNel world

CHApTER SEVEn 

29November 2014 |

REPORTS Retail
Week



In-house legal counsels at the UK’s leading re-
tailers face myriad pressing challenges when 
it comes to their supply chain. From strictly 

policing data protection laws and controlling com-
plex transport systems, to ensuring there are no 
blind spots in multiple supply chain networks that 
crisscross the world, they play a crucial role in the 
smooth and lawful running of a retail business.

In a bid to expose the vital ways in-house legal 
professionals are directly influencing retailers’ 
strategy and bottom-line, Retail Week carried out 
in-depth interviews with some of the UK’s most 
prominent legal counsels. What transpired was 
an illuminating insight into the foremost press-
ing challenges facing in-house legal teams in to-
day’s demanding multichannel, cross-border retail 
landscape.

daTa proTecTioN
In 2014’s hyper-connected retailing world, cyber 
security vulnerabilities can be exploited at any 
number of points where information is exchanged 
or stored, providing multiple opportunities for risk 
to be introduced. 

For the UK’s foremost retailers, this means one 
of the most burning issues to tackle head on is 
data protection, with high profile data leaks from 
large retailers hitting the headlines on a seemingly 
regular basis. Although many of these leaks focus 
on personal and financial data, which is generally 
something shared between customer and retailer 
rather than across the supply chain, its effect can 
be felt throughout. 

“The increase in regulation around data and 
security is one of the biggest legal challenges we 
face,” says one in-house legal counsel for a large 
grocer. 

The increase in regulation has been coupled 
with an increased scrutiny due to high profile data 
leaks at retailers such as Target, which together 
serve to heighten the focus on this area. 

As customers share more of their personal and 
financial data with retailers through various dif-
ferent channels, data protection considerations are 
only going to increase for legal counsels working 
at large retailers. 

Retailers need to be able to show they under-
stand the issue and take it seriously, but with a 
climate that’s changing so quickly this is far from 
easy. 

“Having good applications, systems, processes 
and culture all helps improve data protection,” 
says one counsel. “The challenge is for someone 
not working in a data-focused business to reiterate 
the importance of good data practices to employ-
ees. We’re always working to become more secure 
too, and we learn from our mistakes.”

Staff training is one way retailers can show 
they take the issue seriously, and bringing in a 
voluntary code of conduct around data protection 
might be another.

iNTerNaTioNal challeNges
The proliferation of UK retailers overseas, and 
mounting international expansion ambitions, 
provides another complex set of challenges for 
supply chain directors and legal counsels alike. 
From avoiding international sanctions and stay-
ing abreast of legislative updates in the markets 
the supply chain is active in, to monitoring ethical 
trading, there are a wide range of considerations 
retailers need to think about. 

“When considering our growing international 
business, each market is different and we need to 
consider how to record our agreements from a con-
tractual perspective,” says one legal counsel. “In 
many markets we work with franchise partners, 
or as part of a joint venture, which comes with its 
own challenges.”

Despite the challenges, working with a fran-
chise partner in international markets brings a 
wealth of benefits for retailers, not least the local 
legislative insights and understanding franchise 
partners can provide. 

“Ultimately the legality of the products is down 
to our supply chain partners,” says the legal coun-
sel for a large fashion retailer. “These organisations 
are big and organised in their own right, and help 
us keep up to date with legislative changes and 
sanctions. Part of this is managing the proper flow 
of information both ways.”

Some retailers use independent monitor-

ing systems to assess their international supply 
chains, which give retailers a framework on which 
to evaluate their supply chain and also allow them 
to take appropriate action if there is a problem. “We 
require all our suppliers to get FedEx accredita-
tion,” says the legal counsel for a large grocer. 

“They use a red/amber/green system for check-
ing suppliers. Three or four small things can raise 
an amber warning, while one large problem can 
make a supplier red instantly. We find it useful to 
use an independent system.”

Aside from assessing supply chain partners in-
dividually, staying abreast of international sanc-
tions and trading restrictions is another potential 
difficulty for retailers. 

“It can be a real headache keeping up with it 
all,” one counsel says. “It takes a lot of time, al-
though we are hoping to introduce a new system 
that can help us monitor the international restric-
tions and sanctions.”

Making sure staff are fully trained is an im-
portant way to keep up to date with the changing 
legislative environment. 

“It’s important to know your own responsibili-
ties, and we do that through staff training which is 
updated regularly. We also have an internal audit 
function to help us monitor this in-house,” says 
one grocer’s legal counsel. 

For large retailers that have varied and wide 
international operations, many supply chain 
contracts are quite straightforward, and even if a 
problem does arise, it rarely turns into an issue that 
the legal team gets involved in for commercial and 
practical reasons. 

“We use the more standard forms of contacts 
for those more regular deals,” says the in-house 
counsel for a large footwear retailer. 

“When there are problems, they tend to get 
solved without the legal team getting involved be-
cause it’s such a fast moving environment. When 
we [in-house legal teams] do get involved it tends 
to be in more one off type relationships.”

TraNsporT coNTrols
One area where in-house legal teams very often 
play a big part is in negotiating the long term dis-
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n  “The biggest challenge is the pace of change,” claims in-house legal counsel from one of the uK’s foremost retailers

n  data protection becoming burning issue in-house legal professionals must tackle head on

n  staying abreast of international sanctions and trading restrictions is constant challenge as global ambitions grow

n  Negotiating long term distribution and warehousing contracts with uK suppliers carries big risks and rewards
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tribution and warehousing contracts with UK 
suppliers. 

“We routinely get involved in the contracts for 
warehousing and distribution when they come up 
for renewal or when they are transferred,” says a 
legal counsel at a large UK retailer. 

“They are some of the most important contracts 
you can ever deal with working at a retailer. If you 
get them wrong and the relationship doesn’t work 
they can be life-threatening for a retailer. If they 
don’t get the product into a store in time for Christ-
mas because whoever is meant to be transporting 
it there isn’t doing it right, it can be very serious.”

The vital nature of these contracts also means 

retailers will often involve external legal firms. 
“Because they are such important contracts, and 
because of the amount of money spent on them 
over three, four or five years, you would tend to 
involve external lawyers that work with yourself 
because you know the business, and they bring 
specific expertise.”

When transporting products, the onus of  
responsibility for those goods is often incor-
porated into the contract too, but much tighter 
controls in this area are needed. In addition, as  
warehouses’ footprints increase, retailers also need 
to develop more sophisticated ways of keeping 
track of their products within these huge spaces. 

“We’re working on developing a way of iden-
tifying when an order is complete, and also keep-
ing track of stock in our warehouses. Goods can 
go missing, particularly in the extremely large 
spaces, and we are using technology to not only 
identify what is in the warehouse but all the other 
critical information about products too.”

challeNges for The fuTure
As the retail environment continues to change at 
such a fast pace, the challenges facing retailers and 
their in-house legal teams are also developing. One 
in-house counsel pointed to the increase in brand 
collaborations as something legal teams need to 
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“The challeNge is for someoNe NoT 
worKiNg iN a daTa-focused BusiNess To 
reiTeraTe The imporTaNce of good daTa 
pracTices To employees. we’re always 
worKiNg To Become more secure Too, aNd 
we learN from our misTaKes”
Anonymous legal counsel

“Because They are such imporTaNT 
coNTracTs, aNd Because of The amouNT 
of moNey speNT oN Them over Three, four 
or five years, you would TeNd To iNvolve 
exTerNal lawyers ThaT worK wiTh 
yourself Because you KNow The BusiNess, 
aNd They BriNg specific experTise”
Legal counsel for a large UK retailer
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focus on with growing frequency. 
“Brand collaboration is becoming a lot more 

common. That will happen more and more, it’s 
a big trend,” says a large footwear retailer’s legal 
counsel. 

“Typically these collaborations are not one 
season wonders, they’ll run for a year or two be-
cause both sides want to get the customers to be 
aware of that, so if you have a one or two year 
deal you need to have a contract that covers that.”

Another of the challenges legal counsels face 
is the fast pace of change in retail companies and 
their supply chains. The proliferation of click and 
collect, next day and even same day delivery, and 
increased customer expectations have all served 
to put pressure on retailers and their supply 
chains to improve their offering considerably in 
a short space of time. 

As an in-house legal counsel at a large fashion 
retailer puts it: “The biggest challenge we face is 
the pace of change. Our strategy of reducing over 
100 warehouses and distribution centres into just 
a few very large ones is part of this strategy,” he 
says. 

The practicalities of increasing a retail opera-
tion on this scale is just one of the considerations 
for in-house legal councils, especially when more 
and more companies are attempting to create dis-
tribution hubs from which multichannel orders 
can be fulfilled. 

“Even with an in-house team that is five peo-
ple strong we need help with the operation and 
ownership of distribution centres in terms of 
tracking and shipping,” continues the fashion 
retailer.  

As a result of recent high profile supply chain 
scandals including horsemeat and the Bangla-
desh factory collapse, some retailers are look-
ing at reducing the volume of their suppliers to 
ensure they know those they are working with 
extremely well and to avoid any blind spots in the 
supply chain. “Consolidating our supply chain 
has led to some interesting conversations,” says 
one in-house counsel at a grocer. 

“But it means we know our supply chain re-
ally well, and it’s something we started long be-

fore the horsemeat scandal, so we have a shorter 
supply chain that we know.”

Behind all of the challenges, scandals, op-
portunities and future growth prospects lies 
a similar, simple message though; know your  
supply chain.

32 | November 2014

dwf  
legal healTh checK

●  Do you regularly review suppliers’ rebate payments to 
ensure you receive what you are owed?

●  Are any 10-year collaborative deals in place and have you 
considered if they might now give rise to ‘duties of good faith’ 
under English law?

●  Have you reviewed the use of customer data in light of the 
EU’s Article 29 Data Protection Working Party Opinion on 
the Internet of Things?

●  If you have contracts to integrate software with suppliers, 
do they ensure access to source codes? This will be key in 
managing any business failures in a supplier’s organisation.

●  If using an outsourced technology supplier, are your 
contracts flexible enough to ensure that they remain best of 
breed or can adapt to the technology model you want to use? 

●  In relation to logistics providers, are checks made on bribery 
compliance and security issues? When does risk pass and 
how will this affect fulfilment?

●  Is your data protection training up to date? It is not just an  
IT issue but one which touches on every internal team, and 
you need to ensure you are prepared to deal with a data 
protection crisis and any social media fall out.  

●  Are you aware of the approach your suppliers take towards 
CSR and its potential ethical implications?

“The BiggesT challeNge we face is The pace 
of chaNge. our sTraTegy of reduciNg over 
100 warehouses aNd disTriBuTioN ceNTres 
iNTo JusT a few very large oNes is parT of 
This sTraTegy”
In-house legal counsel at a large fashion retailer 

The ellioTT review aNd  
repercussioNs of horsemeaT
following the well-documented  horsemeat scandal in 2013, the 
government commissioned an independent report into the weak-
nesses in the UK’s food supply network, with some suggested 
measures that can be taken to address them. 

While the scandal forced many food retailers to consider just 
how well they know their supply chain, The Elliott Review recom-
mendations for improving food supply chains was welcomed by 
many big-name grocery retailers. 

In fact, despite focusing on food supply chains, the report has 
many recommendations that would benefit retailers across the 
board. The final Elliott Review was released in September 2014, 
and outlines eight pillars of food integrity:

n  Consumer first
n  Zero tolerance
n  Intelligence gathering
n  Laboratory service
n  Audit
n  Government support
n  Leadership
n  Crisis management
Professor Elliott suggests creating a food crime unit, 

emphasises the importance of audits and suggests a systems 
based approach for the future. Alongside the recommendations, 
Elliott also recognises that to make any meaningful difference,  
the industry needs government support to combat organised 
food fraud. 

for food retailers, the most relevant sections are those on 
zero tolerance and audit, but there are lessons in the review that 
are applicable to all retail supply chains particularly around trans-
parency, consumer focus, the value of auditing and leadership. 
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The fuTure: cusTomer 
focus aNd The era of
mulTichaNNel
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With views from supply chain directors at 
15 leading retailers spanning the entire 
industry, this report both reflects the pri-

orities of those companies in their individual sec-
tors, and provides a wide cross-section of perspec-
tives from which crucial observations on supply 
chain trends and innovations can be drawn. 

First and foremost of these is the importance of 
multichannel and omnichannel development to 
the supply chain function. It comes as no surprise 
to find that the adaptation of their models to the 
multichannel world is a priority for supply chain 
directors. While some of the 15 companies are fur-
ther along the multichannel journey than others, 
adapting supply chains to the requirements of mul-
tichannel or omnichannel retailing is a constant 
theme throughout all the interviews and a major 
priority for supply chain bosses in 2014 and beyond. 

The value of collaboration in effective supply 
chain management is also widely felt. The emphasis 
placed by the supply chain directors on collabora-
tion with other retailers, suppliers or third parties, 
seen in comments on not just sourcing and logistics, 
but also environmental responsibility and ethical 
sourcing, is a clear indication that successful sup-
ply chains in today’s complex retail world are reli-
ant on close, water-tight relationships. 

Retailers also emphasise the benefits of closer 
collaboration being seen between supply chain 
teams and other business functions within their 
companies. As the supply chain director of a lead-
ing department store sums up: “In omnichan-
nel, there so many areas where full co-operation 
is needed and where your best minds need to be 
applied to ensure you have the best solutions. You 
have to have a supply chain involved, you have to 
have IT involved and retail. And all the interested 
parties have to be around the table. You can’t work 
in silos anymore.”

The greater engagement the supply chain func-
tion has throughout the business, and the broader 
the remit and influence of supply chain profes-
sionals within companies, the more rewarding 
and impacting the work will become. Therefore, 
there is a prevailing feeling among many of the 
retailers that jobs in supply chain management 
have become more interesting and fulfilling than 
in previous years.

The calibre and professionalism of people work-
ing in the supply chain area is increasing as a result. 
However, given the more demanding roles supply 
chain staff are assuming, investment in training 
has never been more crucial, something that is 
stressed by a number of the supply chain bosses 
interviewed. 

rapid respoNse
While multichannel transformation is undoubtedly 
the primary catalyst for so much change and devel-
opment within retail companies and their supply 
chains, coping with the pace of change more gener-
ally across the diverse areas supply chain directors 
have to cover is also an important concern. 

By the same token, reacting to or anticipating 
the fast-changing requirements and preferences of 
consumers is critical and is a constant thread in 
the retailers’ interviews. The supply chain must be 
sufficiently agile to cope with rapidly evolving con-
sumer preferences and requirements that are prone 
to sudden and unpredictable change. 

Indeed, the prevalence of references to the 
consumer – and the fundamental importance at-
tached to the consumer – is something which all 
the interviews share. Whether with regard to the 
general multichannel and omnichannel challenge, 
expanding fulfilment options, technological inno-
vation, environmental issues or ethical sourcing, 
the consumer remains top of mind for supply chain 

directors and their teams. This arguably reflects the 
increased consumer focus supply chain teams are 
required to have to do their jobs effectively in the 
modern retail environment. 

This may in turn further reflect how the supply 
chain function has changed in recent years. Not 
only has it evolved to assume a role – as one retail 
director put it: “at the heart of business strategy” 
– but there’s also a strong sense in this report that 
supply chain teams are no longer simply providing 
services for a company, such as storage or transport, 
but are serving its customers too. 

The work they do is of vital importance, and that 
is finally being recognised. As one supply chain 
director, who has more than 40 years’ experience 
in the retail supply chain sector, perceptively com-
ments: “I can certainly say that in years gone by no-
body took a blind bit of notice of me. Now I operate 
at board level and sit on the executive committee. 
There is no question that supply chain does influ-
ence the course of events more than we ever have 
in the past.”

So what will the retail supply chain of 2020 
look like? Despite multiple question marks over 
new technological innovations and rapidly chang-
ing rules of engagement in an evolving retail world, 
what’s certain is that the consumer will be at the 
heart of the retail supply chain.

As one leading DIY retailer predicts: “There is 
always going to be a need to shift things around 
so there will always be a need for road and rail 
transport and shipping. The difference is prob-
ably going to be in the way that we interact  
with customers and how their expectations are go-
ing to change.”

What this focus on offering a first-class customer 
service will ultimately do is completely shift to-
day’s established models of retail profitability, with 
bottom-line growth coming as much from serving 
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n  adaptation of retail models to the multichannel and omnichannel world is a major priority

n  close relationships and collaboration with other retailers, suppliers and third parties of vital importance

n  Jobs in supply chain management perceived to be more fulfilling and important strategically than in previous years

n  The consumer remains top of mind for supply chain directors and their teams

“iN omNichaNNel, There so maNy areas 
where full co-operaTioN is Needed aNd 
where your BesT miNds Need To Be applied 
To eNsure you have The BesT soluTioNs. 
you have To have a supply chaiN iNvolved, 
you have To have iT iNvolved aNd reTail. 
you caN’T worK iN silos aNymore”
Supply chain director of a leading department store
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“There is always goiNg To Be a Need To shifT 
ThiNgs arouNd so There will always Be 
a Need for road aNd rail TraNsporT aNd 
shippiNg. The differeNce is proBaBly goiNg 
To Be iN The way ThaT we iNTeracT wiTh 
cusTomers aNd how Their expecTaTioNs 
are goiNg To chaNge”
Leading DIY retailer

the needs of the customer as it does from selling 
products.

The response from a big name fashion retailer 
to the question of how will the retail supply chain 
in five years’ time be different to that of today, per-
fectly epitomised this shift. “Historically, service 
success was store based. It has become progressively 
ecommerce based. But in five years’ time it will be 
omnichannel service based. And profitability of re-
tailers will be driven as much by service as it will by 
product because the economics of service are both 
powerful and dangerous in equal measure.”

What this will ultimately boil down to is wheth-
er existing retail supply chains can cope with this 
monumental change in what shoppers want – and 
not just how they receive goods, but also how they 
browse for them, the speed they can lay their hands 
on them and the ease of which they can return 
them. 

This will be the ultimate test of supply chains in 
the not too distant future.

dwf  
legal acTioN poiNTs

Suppliers 
●  As supply chains become shorter and the number of suppliers 

decrease, is it time to start legal collaborations?
●  Do contracts need to be reviewed more regularly, to reassess 

rebates offered to retailers and provide greater certainty for 
reporting and accounting purposes?

Logistics
●  It is critical to security and fulfilment of the supply chain that  

legal teams understand the detail of contracts.

property
●  Are shopping centre landlords applying a ‘catchment area’ 

model to calculate the sales that can be attributed to retailers, 

●   and is this appropriate? What is the difference between shops 
which form part of a supply chain, and ‘dark stores’ operating as a 
local logistics hub, when calculating attribution of sales in an area?

●  Are non-operational stores being used to fully maximise rate 
rebates, e.g. premises that are used to store documents are 
entitled to a rate rebate.

people
●  Logistics workforces are often unionised, and can be male 

dominated, so discrimination policies must be robust. 
●  Training on data protection, customer service and expectations 

needs to adapt at the same pace that these areas are changing 
within the business.

Retailers’ legal teams have to deal with various supply chain issues:
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