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LOGISTICS

The retail world has been
undergoing profound changes in
Europe over the last ten years. For
some observers, this represents
areal disruption with major

economic and societal effects. The
logistical frameworks put in place
to ensure the performance of the
old retail formats are being called
into question, and it is time to look
at the new emerging frameworks.
Hence, the key question posed

by this article is: who will be the
winners in the current changes in
retail logistics?

WHO WILL BE THE WINNERS

OF THE CURRENT CHANGES

IN RETAIL LOGISTICS?

usiness logistics emerged in the 1960s

B in the United States within large man-
ufacturing companies, particularly in

the food industry. The major problem at the
time was the efficient management of product
flows to satisfy demand under satisfactory con-
ditions of cost, service quality and responsive-
ness. The importance of logistics became ma-
jor during the famous “Thirty Glorious Years”
and the rise of mass production, consumption
and distribution, especially with a radical reor-

By Gilles Paché

ganisation of the urban space!. This led to the
industrialisation of logistical operations, based
in particular on the standardisation of tasks.
The central position taken by the standardisa-
tion of loading units, including the container
and the pallet, bears witness to the implemen-
tation of what will be called “standards of cir-
culation”, the application of which has enabled
substantial productivity gains to be obtained,
particularly in the supply of hypermarkets and
superstores.
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New entrants who do not have to
bear the “burden of history”, first
and foremost the pure players,
are positioning themselves

as dynamic players by rapidly

ARh TN

assimilating the rules of the game
resulting from the disruptions

in retailing. The world of retail
logistics is changing radically,
and it raises questions about the

future winners in the new deal.

However, profound disruptions in the retail
sector are fundamentally challenging these
standards of circulation from those “Thirty
Glorious Years”. Three disruptions can be
identified: the rise of e-commerce, the rapid
development of urban convenience stores, and
the dramatisation of low prices in certain tradi-
tional retail formats. They are characterised by
the demand for disruptive logistical frameworks
based in particular on the extreme capillarity of
flows in the urban space, which calls into ques-
tion the policy of standardisation at the origin
of the success of powerful distribution groups,
such as Carrefour in France. Conversely, new
entrants who do not have to bear the “burden
of history”, first and foremost the pure players,
are positioning themselves as dynamic players
by rapidly assimilating the rules of the game
resulting from the disruptions in retailing. The
world of retail logistics is changing radically,
and it raises questions about the future winners
in the new deal.

IDENTIFYING THE SOURCES OF
STANDARDIZATION

Managing a supply chain involves taking into
account a system of options at different levels,
in terms of the product itself (variations,
colours, sizes), but also in terms of suppliers
(foreign or local, one or several for the same
component), and in terms of how the supply
chain is managed (a central decision-making
unit or several decentralised decision-making
units). The system of options must obviously
take into account the cost, knowing that the
more options there are, the higher the costs,
under the threat of diseconomies of scale.
Did you know that, while black was the only
colour of the Ford model T in the 1920s, the
car was available in grey, green, blue and red
from 1908 to 1913? This was before Henry
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Ford realised that multiple options meant
smaller batches and more expensive produc-
tion, despite the ability to offer customers an
attractive choice?. The same is true for almost
all supply chain management issues, for
example the trade-off between using a single
national warehouse, playing on massification
phenomena, or several regional warehouses,
which are more expensive but have better
geographical coverage.

The most significant development in logis-
tics since the 1980s has been the formalisation
of standards of circulation, the aim of which is
both to make the routing of materials, compo-
nents and finished products more fluid and to
standardise operations in order to reduce their
cost. Daniel Tixier, Hervé Mathe and Jacques
Colin® underline the production of standards
through three related dimensions: (1) the
determination of load units aligned with trans-
port, handling and storage requirements, and
favouring the continuity and fluidity of flows
throughout the supply chain; (2) the formula-
tion of standards of management to optimise
logistical procedures and processes (stock
management, production scheduling, etc.);
and (3) the formulation of standards of quality
of service with a view to satisfying customers
while using neither too many nor too few
mobilised resources. The conclusion of these
authors is that “the standards and procedures
established by logistics (...) make it possible
to maintain and control the firm’s operating
methods, in terms of both cost and service
quality”. Mathieu Quet’s recent book* puts this
normative vision into perspective perfectly
with reference to the “technicisation” of logis-
tics resulting from operational research.

The importance of standards of circulation
can be seen in the organisation of global value
chains, the fragility of which became apparent
during the COVID-19 pandemic®. The globalised
vision of value creation processes is based
on the idea that trade depends on perfectly
marked routes, with totally standardised oper-
ations in the management of handling at a
few worldwide or national hubs. Where many
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Marxian economists have been able to speak
of the accelerated rotation of capital thanks to
logistical innovations, it is more appropriate
to speak of the emergence and development
of a managerial paradigm based on the idea
that standards of circulation make it possible
to reduce the “frictional forces” between links
in supply chains, which are then able to partic-
ipate effectively in obtaining economies of
scale and scope. The entire recent history of
supply chain management is therefore based
on the standardisation of processes and proce-
dures, and the retail industry has not escaped
this phenomenon.

THE KEYS TO THE PERFORMANCE
OF THE RETAIL INDUSTRY

For specialists in the retail industry, it is clear
that this extensive mode of growth was the struc-
turing model during the “Thirty Glorious Years”®.
This was the period which saw the triumph of
the supermarket, and then the hypermarket
and the superstore. The mass retail model

emphasises the importance of a



discount positioning, the key to whose success
lies in massive economies of scale by playing
on size effects (of the shop network). Based on
the model of the wheel of retail, Marc Filser
and Gilles Paché’ underline that the obsession
of distribution groups managing supermarkets,
hypermarkets and superstores is to rapidly
extend their sales

network in order to The importance of standards

packaging), as well as the constituent elements
of the supply chain operation, whether it be
delivery vehicles, storage warehouses and
break-down platforms, back-up stores or shop
shelves. By abandoning bulk, a whole economy
of logistical performance was put in place
during the “Thirty Glorious Years” in terms of
the speed and cost of execu-
tion of product handling

benefit from a signif-  of ejrculation can be seen operations. Gaél Raballand

icant reduction in
logistical costs (unit

in the organisation of global
costs) through the Value chains, the fragility of

and Enrique Aldaz-Carroll®
rightly point out that the
simultaneous presence of

phenomena of massi- which became apparent during several pallet standards

fication and pooling
of flows. In order
to achieve a sort of
Taylorist ideal, which will lead some to present
the hypermarket and the superstore as “sales
factories”, the standardisation of processes and
procedures is presented as a necessary step
towards greater performance.

One of the most significant examples of
standardisation is the widespread use of the
80x120 European pallet, the dimensions of
which define the very shape of the finished
products (drastically reducing the variety of

the COVID-19 pandemic.

around the world is one of
the explanations of the high
costs associated with inter-
national trade. By adopting a single standard,
on the other hand, European large retailers will
generate significant productivity gains which,
in return, introduce a domination of the stand-
ards of circulation mentioned above.

Mass retail has quickly noted the centrality
of standardisation to the automation of their
warehouses, transforming them into truly
high-performance industrial tools. This under-
lines the importance of double interoperability.
The first interoperability concerns organisa-
tions. Automation requires increased rigour,
because the machines installed to handle prod-
ucts in transit to stores have a limited capacity
to adapt. It is therefore necessary to establish
good practices between supply chain members
in order to optimise their operation and to
limit errors or blockages linked to unknown
situations or situations deemed inconsistent
by the machines. The second interoperability
concerns the products themselves. Automation
can only reach its maximum efficiency if the
machines are designed to work with certain
types of packaging and equipped to pick up and
move in complete safety. For example, products
with an atypical format cannot be handled by
automated systems and require human inter-
vention. It is this variation from standards that
mass retail has progressively eliminated during
the “Thirty Glorious Years”.
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THREE MAIN CHANGES

The end of the “Thirty Glorious Years”, combined
with a series of societal, economic and manage-
rial transformations throughout the 1990s and
2000s, has introduced major disruption and
raises questions about the “logistical crisis” that
retail formats born of the period of the exten-
sive mode of growth are now facing. In addition
to the fact that the reduction of logistical costs,
sooner or later, will come up against a “glass
ceiling”, whatever the effort made in terms of
technological innovation, the emergence of
new retail formats and new ways of thinking
about the management of traditional retail
formats calls into question the relevance of
the standards of circulation, and more broadly,
the logic of standardisation that has led to the
success of powerful distribution groups. Three
phenomena should be highlighted:

The first phenomenon is the rise in power of
e-commerce, for which the COVID-19 pandemic
has multiplied the opportunities for quick devel-
opment (social distancing not very favourable to
human interaction, difficulty in accessing many
stores during lockdown periods, teleworking
eliminating “shopping stops” at the end of
the day, etc.). However, from a logistical point
of view, it is clear that e-commerce is turning
its back on the logic of massification present
in the final delivery of products to supermar-
kets, hypermarkets and superstores to make
way for a logic of capillarity and flexibility,
with the central issue of last-mile manage-
ment, which requires innovative, customised
solutions (yet to be found, despite advances in
drone technology) to accelerate

the automation and standardi-

sation of various delivery tasks,

although they exist for order

processing and fulfilment®.
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The second phenomenon is the development of
small convenience stores, located in the heart
of cities, whereas the “Thirty Glorious Years”, in
contrast, led to the expansion of modern forms
of commerce in suburban areas. Here again, we
can speak of a profound break in logistics, since
itisnolongera ques-

tion of delivering [From a logistical point of view,
to  hypermarkets jt jg clear that e-commerce is

and superstores by

the full truckload, turning its back on the logic of

The third and final phenomenon is the dramati-
sation of the low price in certain traditional retail
formats, which is no longer based on “normal-
ised” logistics according to industrialised
standards, but rather on a kind of “experien-
tial logistics” for which in-store breakage and
one-shot deliveries are
part of an organised
system for staging the
promotion. One of the
best-known examples

but of supplying Imassification presentin the final is that of Brico Dépot,

small -orevenvery  galjvery of products to super-
markets, hypermarkets and
that have to adapt sSuperstores to make way for a

small - stores from
delivery rounds

a retailer of household
appliances, which leads
the customer to accept
the principle of a treasure

to singular and logic of capillarity and ﬂexibility, huntin the search for good

often  constrained
urban topogra-

with the central issue of last-

deals'. The standardisa-
tion of service quality and

phies (in European mile management, which requil"es logistical operations no
historic city centres, innovative, customised solutions. longer has any reason to

for example).

Moreover, the low

unit quantities delivered make it almost impos-
sible to palletise products on a massive scale,
forcing warehouses to prepare small packages
that are then placed in bulk in delivery vehicles.
As Michael Hu and Sunil Chopra!® pointed out
five years ago, it is essential to “redefine the role
of the store in fulfilling the consumer promise”,
for which customised logistics is essential.

exist in this case, since it

is a matter of surprising
the customer, who will understand very quickly
that they must not miss out on the good deal of
the moment, which may not come around again
any time soon.

TOMORROW

The three phenomena mentioned above raise
the question of the agility that supply chains
can - or cannot - demonstrate. As we know, the
agility of a supply chain refers to its capacity to
return to a stable operation after a disruption,
by being able to restore all the flows as quickly
as possible to minimise the degradation of
the various performance indicators, particu-
larly in terms of service quality. The COVID-19
pandemic has caused a sudden acceleration in
the changes that have been taking place over
the last ten years. The strength of the standards
of circulation driven by logisticians is becoming
a potential weakness, except perhaps for new
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ABOUT THE AUTHOR

entrants who have immediately played the
“agility game”. In this respect, we may mention
certain pure players whose competitive advan-
tage is that they
are not prisoners

of the exclusive The strength of the standards of
standardisation  gjrculation driven by logisticians is

and massifica-
tion schemes that
came out of the
“Thirty Glorious
Years” - pure
players who,
like Amazon, can instead combine the best
of standardisation (peripheral mega-ware-
houses to centralise supplies) and capillarity
(small urban warehouses to deliver to nearby
customers within minutes). A revolution is
underway in the world of retailing, and it will
have a lasting impact on supply chain opera-
tions. In the end, is it really a surprise? €37

REFERENCES

1.

1.

C. Orillard (2008). Between shopping malls and
agoras: a French history of protected public space.
In L. De Cauter and M. Dehaene (Eds.), Heterotopia
and the city: public space in a post-civil society.
London: Routledge, pp. 117-135.

. L. Brooke (2008). Ford model T: the car that put the

world on wheels. Minneapolis (IN): Motorbooks.

. D. Tixier, H. Mathe and J. Colin (1983). La logistique

au service de lentreprise: moyens, mécanismes et
enjeux. Paris: Dunod.

. M. Quet (2022). Flux: comment la pensée logistique

gouverne le monde. Paris: La Découverte.

. F. Fulconis and G. Paché (2020). Pandémie de

Covid-19 et chaines logistiques: une mondialisation
désenchantée. Revue Frangaise de Gestion, No. 293,
pp. 171-181.

. P. Moati (2001). L’avenir de la grande distribution.

Paris: Odile Jacob.

. M. Filser and G. Paché (2005). Can we speak of a

“wheel of retail logistics”? The contribution of the
wheel of retailing model. Proceedings of the 10"
Logistics Research Network Conference. Plymouth,
pp. 155-161.

. G. Raballand and E. Aldaz-Carroll (2007). How

do differing standards increase trade costs? The
case of pallets. World Economy, Vol. 30, No. 4, pp.
685-702.

9. D.Wood (2021).
3 technologies you
should be using to
automate your supply
chain. The European
Business Review, July

becoming a potential weakness, except 777 FUT Y
perhaps for new entrants who have
immediately played the “agility game”.

peanbusinessreview.
com/3-technologies-
you-should-be-using-
to-automate-your-
supply-chain/

10. M. Hu and

S. Chopra (2017). Creating an omnichannel

supply chain for branded manufacturers: the
untapped potential for growth. The European
Business Review, February 28. https:/www.
europeanbusinessreview.com/creating-an-om-
nichannel-supply-chain-for-branded-manufactur-
ers-the-untapped-potential-for-growth/

A. Rouquet and G. Paché (2017). Re-enchanting
logistics: the cases of pick-your-own farm and large
retail stores. Supply Chain Forum: An International
Journal, Vol. 18, No. 1, pp. 21-29.

Gilles Paché is Professor of Marketing and Supply Chain Management at Aix-Marseille University, and
Director of Research at the CERGAM laboratory, in Aix-en-Provence, France. He has more than 500
publications in the forms of journal papers, books, edited books, edited proceedings, edited special
issues, book chapters, conference papers and reports, including the recent two books La distribution:
organisation et stratégie (2020) and La société malade de la Covid-19: regards logistiques croisés (2021).

102

THE EUROPEAN BUSINESS REVIEW

MAY - JUNE 2022


https://www.europeanbusinessreview.com/3-technologies-you-should-be-using-to-automate-your-supply-chain/
https://www.europeanbusinessreview.com/3-technologies-you-should-be-using-to-automate-your-supply-chain/
https://www.europeanbusinessreview.com/3-technologies-you-should-be-using-to-automate-your-supply-chain/
https://www.europeanbusinessreview.com/3-technologies-you-should-be-using-to-automate-your-supply-chain/
https://www.europeanbusinessreview.com/3-technologies-you-should-be-using-to-automate-your-supply-chain/
https://www.europeanbusinessreview.com/3-technologies-you-should-be-using-to-automate-your-supply-chain/
https://www.europeanbusinessreview.com/creating-an-omnichannel-supply-chain-for-branded-manufacturers-the-untapped-potential-for-growth/
https://www.europeanbusinessreview.com/creating-an-omnichannel-supply-chain-for-branded-manufacturers-the-untapped-potential-for-growth/
https://www.europeanbusinessreview.com/creating-an-omnichannel-supply-chain-for-branded-manufacturers-the-untapped-potential-for-growth/
https://www.europeanbusinessreview.com/creating-an-omnichannel-supply-chain-for-branded-manufacturers-the-untapped-potential-for-growth/

