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dered (in German only) from BVL International (www.bvl.de/schriften).
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1 Introduction

Success — The Topic of This Study

“Success is the achievement of the goals
you set.” This sentence shows the dilemma
of determining what success is. Success
depends on the goals that businesses or
individual people set.

Does it make sense to inquire about the
“success factors for logistics in retail and
wholesale” when defining success is not
easy in itself? The study titled “Logistics in

Goals and Study Outline

The study aims to identify, verify, and
compare success factors for logistics in
retail and wholesale. In order to determine
what the success factors are, a series of
questions have to be answered: How do
wholesalers and retailers define “success”?
How can this be developed into a defini-
tion of success for retail and wholesale
logistics? Once these two questions have
been answered, it will then be possible to
go back to the original question regarding
success factors.

Based on 20 interviews with experts from
the retail and wholesale sector, key per-
formance indicators for success, fields of
activity, success factors, and trends in retail
and wholesale logistics were identified,
evaluated, and classified. The interview re-
sults served as the basis of an online survey
in which more than 50 retail and wholesale
experts participated so that the interview
results could be verified and developed
further.

“Logistics in Retail and Wholesale — Struc-
tures, Success Factors, and Trends” focuses
on wholesalers and retailers in Germany,
and shows

= what the the sector comprises and how
itis structured (Chapter 2),

= what the special characteristics of
logistics for wholesale and retail are,

Retail and Wholesale — Structures, Success
Factors, and Trends” ventures to do exactly
this and takes the variability of what suc-
cess means into consideration.

Moreover, a second challenge is tackled

in this study: the great variety found in

the commerce sector. Commerce includes
both the wholesale and retail sectors, large
corporations and medium-size companies

and how wholesale and retail can
be segmented in regard to retail and
wholesale logistcs (Chapter 3),

= what success in retail and wholesale
logistics constitutes (Chapter 4),

= which factors need to be taken into ac-
count to be successful (Chapter 5), and

= which trends companies need to get
ready for in order to stay successful in
the future (Chapter 6).

that have a domestic and regional focus,
local specialty stores, and online retailers.
In addition, the goods traded in commerce
span from fresh tomatoes, living animals,
and television sets to coal and steel. The
study illustrates specific segments, but the
focus is on retail and wholesale commerce
as a whole.

The findings based on empirical data are
discussed in Chapter 7, along with ways for
companies to boost their success through
retail and wholesale logistics.

The study concludes by taking a look at the
trends that are likely to shape retail and
wholesale logistics in the future.
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Logistics in Retail and Wholesale

Importance of Logistics in Retail and Wholesale « Logistics Services in Retail and Wholesale « Logistics
Segmentation  Logistics Service Providers in Retail and Wholesale

Functions of Commerce + German Market in Numbers - Market Segmentation « Wholesale and Retail «

How Logistics in Retail and Wholesale Contributes to Company Success
Definitions of Success Among Retailers and Wholesalers « Successful Characteristics in Logistics for

Success Factors for Logistics in Retail and Wholesale

Logistics Staff « Information Technology (IT) and Logistics Equipment « Supply Chain Management «
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1| Overview of key topics featured in “Logistics in Retail and Wholesale — Structures,

Success Factors, and Trends”
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2 Roles and Structures of Retail and Wholesale
Roles of Retail and Wholesale

One basic role that retail and wholesale
logistics plays is balancing or acting as

a bridge between supply and demand.*
Manufacturers and consumers are not
usually situated in close proximity to each
other. Bridging together an actual physical
distance is the function that wholesalers
and retailers are tasked with. The bridging
of this physical distance is closely linked
with bridging time as a function. The time

between manufacturing and consump-
tion is occupied by storing the goods at a
warehouse.

Offering an assortment is a further key
task performed by wholesale and retail.
Wholesale and retail bundle the range of
goods produced by different manufactur-
ers into one assortment for the benefit
of the consumer thus reducing order

The Role of Retail and Wholesale in Supply Chains

Traditionally, commerce is broken down
into two segments: retail and wholesale.
In doing so, retail deals with end custom-
ers (focus on private consumers), while
wholesale generally does not interact with
private consumers, but rather with manu-
facturers, retailers, or bulk consumers and

other commercial consumers such as the
restaurant industry.*

The multi-echelon structure of the supply

chain continues to decrease in importance,
however, since many large retailers are sup-
plied directly by manufacturers. In compar-

fulfillment costs for the consumer. It also
prevents the sale of small quantities and
gives consumers access to different prod-
ucts at one location. The costs for the con-
sumer are also reduced by the middleman
function that retail and wholesale play by
offering competing goods from different
manufacturers.?

ison direct sales is increasing in importance
as a result of e-commerce. It was not until
the Internet became so widespread that
manufacturers were able to sell directly

to end customers. Selling directly through
manufacturers’ own flagship stores is
increasing.

The German Retail and Wholesale Sector in Numbers

Retail® Wholesale®

The importance of retail and wholesale is
represented by a total revenue of about
€1.5 trillion (2013).° In comparison: Vehicle
and parts manufacturing in Germany
results in an annual total revenue of ap-
proximately €400 billion (2013).° The gross
value added of retail according to total
macroeconomic calculations is approxi-
mately €190 billion.” The share of retail and
wholesale in the gross value added is
about 8%.

Wholesale comprises two-thirds of all retail
and wholesale commerce in Germany. In
comparison, wholesale gets its revenue
from a much smaller number of companies
than retail, which can be attributed to the
different structures of both segments in
regard to company size. In the wholesale
sector, medium-sized companies con-
tribute the largest share of total revenue.
Although large retail chains dominate with
their share of revenue, at the same time

Revenue €457 billion €1.01 trillion
Number of companies 316,000 109,000
Employees 2.27 million 1.35 million

Percentage of part-time employees

46%

14%

T 1| Comparison of wholesale and retail trade (Revenue and employee data from 2013,

otherwise 2012)°

there is a large number of small businesses.

More than 90% of all retail revenue is gen-
erated from brick-and-mortar business. To-
taling more than €210 billion in 2013, the
sale of groceries and health and personal
care products represented more than half
of all brick-and-mortar retail revenue.*

In wholesale, B2B commerce makes up
around 60% of revenue. This includes the
revenue of the wholesalers that conduct

Summary of the study “Logistics in Retail and Wholesale”

business between production steps in sup-
ply chains. The remaining 40% is generated
by consumer goods business, which in-
cludes supplying retail and other commer-
cial customers with goods for resale.*
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3 Logistics in Retail and Wholesale
The Importance of Retail and Wholesale Logistics

Logistics is a core competency of com-
merce and facilitates executing the basic
functions of bridging time and space and
providing an assortment. At the same time,
the importance of retail and wholesale

logistics can also be put into quantita-

tive terms. At an estimated €64 billion*3,
commerce accounts for almost 30% of all
logistics costs in Germany,** which were es-
timated to be about €223 billion in 2011.%*

Logistics Services in Retail and Wholesale

Logistics of retail and wholesale companies
consists of procurement logistics, ware-
house logistics, distribution logistics, and
store logistics. In order to perform these
functions, administrative processes and

basic operational logistics services such as
transportation, handling, warehousing and
picking have to be carried out.” A major
share of the logistics services that are per-
formed in the retail and wholesale sectors

Specific Requirements for Technical Logistics

Some groups of products call for specific
requirements for operational processes
and need specialized logistics equipment.
Buying and selling temperature-sensitive
products requires a constant cold chain,
for instance, and calls for specialized
warehousing and transportation technol-
ogy. Transportation equipment including
refrigeration units, multi-zone vehicles

and temperature-controlled warehouses
and hubs are relied upon. Using insulated
shipping containers and sensors to control
and monitor temperature is also common
practice. Products that can spoil easily need
to be stored based on the first-in-first-out-
principle (FIFO) or when considering the
expiration date, products need to be stored
based on the first-expired-first-out princi-
ple (FEFO). Moreover, food logistics requires

adherence to specific hygiene standards.

In addition to fresh foods and frozen
groceries, some chemicals and pharmaceu-
tical products require refrigeration, which
shows that cold chains are not only import-
ant in food logistics. For the warehousing
and transportation of chemical products
and for some consumer goods such as laun-
dry detergent and products packaged in
aerosol cans, hazardous materials require-
ments need to be adhered to.

Clothing and textiles are often hung or
rolled up when delivered to stores in order
to avoid wrinkling or repackaging at the
store. In the furniture, household goods,
and home improvement segments, some
products are often so large that they

The automotive industry on the other hand
accounted for a comparatively smaller
share of 11% during the same period.*®

include standard services such as transpor-
tation for procurement and distribution as
well as storage and picking of palletized
products.*®

cannot be palletized. Special equipment to
transport and transfer loads and in some
cases a two-man handling process are then
necessary. The same applies in wholesale
when handling machinery and semi-fin-
ished products.

When bulk materials and large amounts

of fluids are to be transported, transfered,
and warehoused, an even more specialized
degree of logistics is required. Along the
entire supply chain, special solutions such
as silos, tanks, and specific handling equip-
ment are used. For the most part, these
extensive logistics requirements need to be
considered for the wholesale trade of raw
materials.

Challenges Posed by Broad Assortments and E-commerce

A trend towards broader assortments can
be observed in the food retail business.
The number of products in the fresh and
dry foods assortment at discount super-
markets, for instance, increased by an
average of 9% from 2007 to 2012 and by
almost 22%2°at premium supermarkets.

An expansion of the assortment requires
logistics processes and systems that are
engineered to be flexible. The require-
ments on logistics rise again, when not
only a group of goods are involved, but also
when department stores and online shop-
ping portals add a substantial number of

Summary of the study “Logistics in Retail and Wholesale”

products to their assortment that require
specific equipment or shipping frequencies.
In order to handle this variety of products,
sometimes it is necessary to operate mul-
tiple supply chains parallel to each other.*
For e-commerce in which end customers
are involved, it is necessary to ensure order
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fulfillment, handling, delivery, returns
processing in the same way they are of-
fered for conventional mail-order shipping.
The large amount of returns means that

receiving and processing returns has to be
engineered into the logistics processes.
Moreover, in connection with e-com-
merce, the importance of multi-channel

approaches and the operation of different
supply routes in retail and wholesale are
increasing.

4 How Logistics Contributes to Company Success in
Retail and Wholesale

Characteristics of Logistics in Retail and Wholesale that Influence Success

The success of wholesalers and retailers is
primarily measured based on three factors:
profit, growth of revenue or market share,
and customer satisfaction. For a large
portion of the logistics decision makers sur-
veyed for “Logistics in Retail and Wholesale
— Structures, Success Factors, and Trends”,
profit is the business objective given the
highest priority. How can logistics contrib-
ute to the achievement of these objectives?
Four characteristics in retail and wholesale
logistics that are key for performance were
identified through the interviews with
experts:

= Logistics quality is primarily described
as product availability for customers,
delivery punctuality, delivery accuracy,
delivery time and reliability.

= Flexibility includes responsiveness and
agility in operational processes along
with flexibility in regard to quantity in
order to adjust processes and capacities
to meet changes in demand.

= Cost efficiency is the ability to provide
logistics services in a manner that
conserves resources and minimizes the
cost of providing services.

= The ability to innovate processes
makes it possible for logistics in
wholesale and retail to be prepared
for changes in requirements through
optimization and the engineering and
development of new processes.

Logistics Quality: Good Logis-
tics “Doesn’t Stand Out”

Wholesalers and retailers often make
statements along the lines of: “If | don’t

hear anything about logistics, then they’ve
done their job right.”?2 The first objective

is thus avoiding disruptions to the logistics
processes. Delays and mistakes in the
fulfillment of store and customer orders
lead to limited product availability, lower
delivery reliability, and longer delivery
times. In contrast, a high level of logistics
quality measured for instance by on-shelf
availabilty, increases customer satisfaction.

Flexibility: Good Logistics Cre-
ates Opportunities

Flexibility also makes a contribution to
higher customer satisfaction by quickly re-

sponding to individual customers’ requests.

Flexibility is also very significant for the
success factor of revenue growth so that
demand fluctuations in the existing net-
work can be covered and if necessary the
network can be expanded quickly and at a
low cost. Flexibility is thus a prerequisite
for achieving revenue growth, for example
by expanding into new sales regions, intro-
ducing new product groups, or establishing
new sales channels.

Cost Efficiency: Good Logistics
Shouldn’t Cost a Fortune

Since the total share of logistics costs is
higher in retail than in manufacturing,*
the influence that logistics has on profit is
accordingly large. The impact of logistics is
magnified because logistics influences the
efficiency of other business processes. The
influence of cost efficiency on customer
satisfaction and growth is less important
and even negative in some cases.

Summary of the study “Logistics in Retail and Wholesale”

Process Innovation: Good Lo-
gistics Continuously Improves
from the Inside Out

The ability of logistics to adjust to changing
market conditions, customer requirements,
or fluctuations in demand can only be
achieved by the flexibility of existing struc-
tures to a limited degree. When require-
ments change to a larger degree, processes,
networks and the organization of logistics
have to be developed further, and possibly
even reengineered. The ability of logistics
to innovate processes is important here.
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How Logistics Affects Company Success

Retail and wholesale logistics’ four char-
acteristics of success (logistics quality,
flexibility, cost efficiency, and process
innovation) influence a company’s key
performance indicators. Figure 2 shows
how strongly the four characteristics
influence the key performance indicators
as perceived by the retail and wholesale
experts surveyed online. Hence, logistics
can influence growth, profit, and customer
satisfaction.

5 Success Factors

The opportunities presented by retail logis-
tics to influence a company’s success across
all segments are called success factors in
“Logistics in Retail and Wholesale — Struc-
tures, Success Factors, and Trends”. These
success factors are associated with the
areas of logistics staff; information tech-
nology (IT) and logistics equipment; supply
chain management; and logistics networks
and service providers.

In order to assess the effect success factors
have on a company’s success in the retail
and wholesale sector, a multi-echelon
causal relationship model connects key
performance indicators for success, char-
acteristics of wholesale and retail logistics,
and shows how they relate to each other
(cf. Figure 2).

The participants of the online survey
evaluated the influence each success factor
has on the four characteristics and ranked
the influence the success factors have on
success. Based on that, a scoring value was
calculated that quantifies the influence

a success factor has on the success of a
wholesale or retail company. The study ex-
plores whether companies whose success
is above-average weigh the success factors
differently than less successful companies.

Specific recommendations for logistics to

Characteristic of Logistics in Retail and Wholesale

Performance Indicator Logistics

Quality

Revenue Growth

Cost Process
Efficiency Innovation

Flexibility

Profit

Customer Satisfaction

0=Noinfluence 1 =Limited influence

2 = Substantial influence

3 = Decisive influence

T 2 | Experts’ perception of the influence the four retail and wholesale logistics

characteristics have (Source: Online survey)

of Retail and Wholesale Logistics

support company success through people,
organization, and technology can be de-
rived from the success factors. At the same
time, current developments in retail are re-
sulting in new requirements that logistics
professionals need to prepare for. With the
increasing use of mobile devices for online
shopping, for instance, the importance of
quality and flexibility in logistics rises as
well and businesses need to give proof of
their ability to innovate.

In the complete version of “Logistics in
Retail and Wholesale — Structures, Success
Factors, and Trends” (in German only)
extensive market analyses of wholesale
and retail sectors and of retail logistics can
be found, as well as the detailed results

on success factors in retail logistics and
measures for retail logistics, retailers, and
wholesalers to take in order to succeed in
the market in the future. In addition, trends
affecting retail logistics are examined.

Areas of Activity

Staff Logistics quality

Information technology
and logistics equipment

Supply Chain
Management

Logistics networks and
service providers

Succsess factors

Characteristics of Logistics

in Retail and Wholesale

Performance Indicators

Customer satisfaction

Flexibility

Revenue growth

Cost efficiency

Profit

Process innovation

Success

Evaluation of influences of success

Measures in areas of
activity

factors on success (score)

Meeting the targets of the
predefined Indicators

2 | The effect success factors have on company success in logistics for retail and wholesale

Summary of the study “Logistics in Retail and Wholesale”
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Endnotes

1 Cf. Oberparleiter, 1955

2 Cf. Seyffert, 1972

3 Cf.Buddeberg, 1959 and Seyffert, 1972

4 (f.verdi, 2012

5 Trade includes wholesale trade excluding cars
and middlemen as well retail excluding cars,
gas stations, and fuel.

6 Source: German Federal Statistical Office
(Publisher), 2014d

7 Source: German Federal Statistical Office
(Publisher), 2014c, Forecast for 2013 and own
calculation

8 Source: German Federal Statistical Office
(Publisher), 2014a; German Federal Statistical
Office (Publisher), 2014¢e; Own calculations Re-
tail trade excluding gas stations (sale of fuel),
excluding fuel sales and cars, but including
pharmacies.

° Source: German Federal Statistical Office
(Publisher), 2014b; German Federal Statistical

Office (Publisher), 2014e; own calculations;
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BVL International (Bundesvereinigung Logistik)

BVL International, founded in 1978, is an
independent non-profit organization of
supply chain and logistics professionals.
As a platform for logistics managers with
10,000 members, it aims to build a bridge
between business and academia and is a
medium for national and international ex-
change among executives and newcomers.
BVL International stands for holistic think-

ing. Its goal is to educate the public on the

importance of logistics and supply chain
management and to advance theories in
this area. It offers supply chain managers
and logistics experts the ideal platform for
professional exchange in over 300 region-
al, national and international events each
year. Research committees and studies are
other tools the BVL uses. For years, retail lo-
gistics has played a role in the BVL Interna-
tional Supply Chain Conference. Using par-

ticipation in collaborative events and this
study, BVL International sets an important
mark in this field.

www.bvl.de

Hochschule fiir Technik und Wirtschaft Berlin (HTW)

Counting close to 12,000 students, HTW
Berlin is the largest institution of high-

er learning focusing on applied science in
Germany’s capital. With about 70 areas
of study in technology, computer science,
economics, culture and design, it offers

a broad spectrum. HTW Berlin has been
recognized repeatedly as an institution for
innovation. Students can earn bachelor’s,

master’s, and MBA degrees at HTW Berlin.
The program is short, compact, and geared
toward career experience. HTW Berlin has
been recognized multiple times as an inno-
vative institution: for its reforms in univer-
sity management, for its extensive range
of offers in vocational training, consulting
and various services in the area of small
and medium business, along with starting

new businesses and gender equality. HTW
Berlin is repeatedly ranked among the top
institutions in Germany.

www.htw-berlin.de

4flow

4flow provides supply chain consulting,
supply chain software und supply chain
services. 4flow consulting offers one-stop
management consulting, concept devel-
opment, and implementation support for
logistics and supply chain management.
4flow software stands for software prod-
ucts for network and transportation opti-
mization. 4flow management takes over
the continuous planning, optimization, and
operation of logistics networks as a neutral
4PL. 4flow research develops practical in-
novations, conducts supply chain research

relevant to the industry, and participates in
international conferences. Research proj-
ects are carried out in cooperation with
renowned research institutions and leading
businesses.

4flow locations include the headquarters
in Berlin along with offices in Antwerp,
Detroit, Diisseldorf, Frankfurt, Hamburg,
Hong Kong, Munich, Pilsen, and Shang-
hai. Our team members unite supply chain
expertise with software know-how. 4flow
works with German and global corpora-
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tions from industries including automotive,
consumer goods and retail, renewable en-
ergy, machinery manufacturers, and logis-
tics service providers.

www.4flow.com
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