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A Brief Note of Introduction 

Auburn University’s Center for Supply Chain Innovation, the Retail Industry Leaders Association 
(RILA), and DC Velocity are pleased to present you with the 2020 State of the Retail Supply Chain 
Report. This ninth annual installment of our study covers highly relevant topics that impact 
success or failure in the hyper-speed omnichannel retail environment. 

Previous year’s studies have highlighted the rapid pace of change in retail supply chain, but the 
COVID-19 pandemic of 2020 has shown us what a dynamic environment truly looks like.  Retail 
supply chains were thrust into the spotlight, routinely covered on front pages and in the evening 
news.  In this crucible, retailers have had to respond and pivot to a greater and faster degree than 
ever before—from non-discretionary retailers that experienced supply chain disruptions and 
unprecedented sales numbers, to discretionary retailers that found themselves compelled to close 
stores while homebound-consumers fueled dramatic e-commerce spikes.   

The pandemic highlighted retailers’ ongoing efforts to build more flexible and responsive supply 
chains—a need that has become even more acute in 2020.  This report provides considerable 
insight about the essential concepts needed to create dynamic supply chains for any economic 
conditions.  

This report explores some key challenges in the retail supply chain arena: automation, human 
capital, and digitization. While most of the research and interviews reflected in this report 
occurred prior to COVID-19’s domestic arrival, these topics represent essential underlying 
concepts that remain as relevant now—if not more so—than ever.  In light of the fluidity of 
the economy and the retail industry this year, we’ll plan to release a mid-year update report in 
October, analyzing lessons learned and taking stock of the retail supply chain.   

We thank everyone who participated in phone interviews and/or completed the survey. Your 
insightful and honest input is greatly appreciated. The annual report is valuable only because 
each of you took the time to engage.  

Thank You and Best Regards, 

Brian Gibson , PhD Jessica Dankert
Executive Director  Vice President, Supply Chain 

Auburn University CSCI Retail Industry Leaders Association 
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ABOUT THE STUDY 

“…it’s just such a rapidly changing world.” 

Seven simple words. Oh, how their meaning has changed since being 

uttered by a retail supply chain executive in November 2019. At that 

time, the rapidly changing world conversation revolved around 

“simple” issues like shopping habits, fulfillment methods, and 

technology innovations.  

Overall, that rapidly changing world was quite positive for the 

retailers who had begun to harness e-commerce fulfillment speed 

and costs.  By the end of 2019, US. retail sales reached $3.763 

trillion, 3.8% greater than 2018.1 E-commerce penetration reached 

16% of total sales.2  

With historically high employment and trade tensions calming, the 

retail situation looked positive entering 2020. Retail sales were 

projected to grow by 3.5% to 4.1%. CBRE even predicted that 

“thousands of new stores will open nationwide in 2020.”  

Fast forward a few months into 2020, and we now truly know what 

a rapidly changing world of retailing looks like. As the coronavirus 

pandemic hit U.S. shores, retailers made dramatic (and hopefully 

short-term) shifts in operations and supply chain flows. They quickly 

hired new associates to keep pace with the explosion of e-

commerce orders, shifted to dark store operations, and relied 

heavily on order fulfillment and delivery partners to replace normal 

shopping activities.  A rapidly changing world of retail, indeed! 

It is within this extraordinary time of economic shutdowns and 

social distancing that we endeavor to add long-range perspective 

through the 9th State of the Retail Supply Chain (SRSC) Report. 

Please note that we conducted our interviews and survey with 

retail supply chain executives in the months before “shelter in 

place” and “COVID-19” became part of our daily conversations. 

Hence, the goal of the SRSC Report is to provide actionable insights 

that will address underlying market forces and systemic issues that 

continue to hold true, as a backdrop for the tumultuous COVID-era 

of retail supply chain activity.   In October, we will publish an 

update to further assess the impacts of retailers’ Coronavirus 

response in 2020. 

DRIVING FORCE 

“Time is currency. How 
can we give time back 
by making the supply 

chain as frictionless and 
easy as possible and at 

the same time being 
mindful of costs?”
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Recap: 8th Edition of SRSC Report 

The previous SRSC Report analyzed the need for supply chain 

executives to reassess strategies, realign functional roles, and revise 

processes to meet customer requirements. Investments in process 

upgrades and omnichannel capabilities fed the retailers’ 

predominant strategy of balancing cost and service.  

In the 8th SRSC Report, we reported that forward-thinking retailers 

are in a renaissance period of transformative technology change. 

These companies are actively pursuing predictive analytics, robotics, 

and machine learning.  

Another piece of the transformation is supporting urban fulfillment. 

Store-based fulfillment will need to be bolstered by dark stores and 

multi-tenant fulfillment centers run by logistics service providers 

(LSPs). To create strategic relationships, retailers will need to work 

with fewer LSPs, calibrate service expectations, and pay for capacity. 

Finally, our report indicated that retailers need to step up their 

sustainability initiatives to reduce the environmental impact of e-

commerce operations. Customers will demand it. 

Research Objectives: 9th Edition of SRSC Report 

Our 9th edition of the study tackles substantive issues that warrant a 

supply chain leader’s earnest engagement:  

Automating Fulfillment: How are retailers using robotics and 

machine learning to drive omnichannel excellence?  

Fortifying Human Capital: What are retailers doing to find, train, 

and retain supply chain talent?  

Digitizing the Ecosystem: How are retailers connecting their 

disparate data pools for holistic decision support?  

In the pages ahead, we present retailer insights, in-depth analyses, 

and actionable takeaways for these tools and tactics. While 

important under normal conditions, each takes on an even greater 

level of criticality due to the COVID-19 pandemic. Ongoing 

investment in these capabilities is essential to maintaining a strong 

and agile supply chain that is capable of navigating disruptive 

events while seamlessly serving customers.  

SRSC FOCUS 

The SRSC Report 
investigates supply 
chain strategies that 
directly impact retailer 
success. Our findings 
provide benchmarks 
for retailers and their 
supply chain partners.
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Research Methodology 

This year’s research focal points were derived from industry hot 

topics, executive input, and the emergent issues identified in the 

most recent SRSC Report. To gain meaningful insights from the 

major players in retailing, we sought participation from larger 

organizations with: (1) annual revenues above $1 billion; (2) 

omnichannel capabilities; and, (3) broad geographic activity.  

We gathered information via executive interviews, an online 

survey, and industry publication analysis. This approach generated 

52 engagements with retail supply chain professionals 

representing 43 different retailers. Collectively, their revenues 

exceeded $858 billion in 2018 and the participants averaged 24 

years of SCM experience.   

Thus, this report highlights the strategies and activities of our 

desired target – senior executives representing a diverse group of 

larger retailers. 

Senior Executive Interviews 

The research team developed a 12-question script to facilitate 

interviews with senior supply chain executives from a variety of 

retailers. The 30- to 40-minute discussions took place between 

February and November 2019. Each participant provided insightful 

and candid comments, shedding light on the critical issues that 

drive retail supply chain strategy and operations toward success. 

Online Survey 

Building on key insights from the interview transcripts, we 

developed a 38-question online survey. The survey included 

recurring questions about supply chain strategy and investment. The 

main set of questions focused on the current year’s research 

themes.  

The survey was conducted between August and December 2019. It 

was distributed via email to previous SRSC participants, RILA 

members, DC Velocity readers, and Auburn contacts. Responses 

were collected using Qualtrics software and the results were 

analyzed using standard statistical tools.   

KEY NUMBERS 

9th edition of study 

43 retailers 

$858B sales, collectively 

24 years in SCM 
(participant average) 
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SUPPLY CHAIN PRIORITIES 

The need to constantly review and recalibrate approaches is 

nowhere more profound than in retail supply chains. Over the eight 

previous editions of the SRSC Report, we have chronicled the supply 

chain strategies and methods deployed by top retailers as they 

adapt to changing conditions. To gain insight into their future 

intentions, we asked supply chain leaders to highlight their 

strategies, investment priorities, and concerns.  

Strategic Focus 

The survey results indicate a continued upward focus on a strategy 

that has grown more important over the lifespan of the SRSC 

Report. Supply chain executives are dually tasked with achieving

cost and service targets, according to more than half of the survey 

respondents. Also, nearly 30% of the participants indicated that they 

are pursuing revenue growth, but the viability of this strategy may 

be in jeopardy due to the impacts of the COVID-19 pandemic.  

In contrast, a singular focus on either service improvement or cost 

control are not high priorities. The limited focus on service-targeted 

strategies suggests that improving customer service without 

attention to costs is no longer viable. As one executive noted: “Our 

priorities are pretty simple. We have to focus on service, focus on 

cost, focus on speed, and focus on payment. These are the four areas 

that we intend to keep our teams aligned around.”  While simple in 

theory, it’s hard for supply chains to deliver on all four 

simultaneously.  

Investment Plans 

While COVID-19 and related impacts will undoubtedly change the 

profile and approach to supply chain investments, continued outlays 

will be key to survival in the new era of retailing. 

According to a majority of the study participants, retailers are poised 

to focus spending activities on supply chain technology, 

omnichannel capabilities, and talent development. An executive vice 

president explained: “We’ve outlined a plan that includes 

investments in our associates, our stores, our supply chain and our 

systems. All are geared around creating a great customer experience 

and continuing to grow our market share.”   

MULTIPLE GOALS 

“There’s a whole effort 
around overall profit – 

improving our operating 
margin while growing 

the top line.” 
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Key Concerns 

COVID-19 issues notwithstanding, retail supply chains face a 

persistent array of political and business challenges. From lingering 

trade war issues to rising costs to faster fulfillment, supply chain 

executives must stay on their toes. Not surprisingly, their concerns 

revolve around creating adaptive supply chains to profitably serve 

and retain customers.  

Staffing Issues 

Historically low unemployment was the story of 2019 with retail 

supply chains struggling to retain enough labor to fill orders. During 

the pandemic, many sectors have suffered massive layoffs, but not 

in many retail supply chains. In fact, COVID-19 prompted 

tremendous increase in e-commerce activity that led to a greater 

need for supply chain associates.  

Staffing up requires a different mindset, a leader explained: “Low 

unemployment, minimum wage increases, guys like Amazon paying 

$15.00… All these things are colliding together and causing us to be 

smarter and more planful about labor utilization.” Strategies for 

succeeding in this labor environment are discussed later in the 

report. 

Service Quality 

Meeting the ever-increasing demands of customers at a reasonable 

cost is a focal point of supply chain executives. We have observed 

their narrative change from “is two-day service truly needed?” to 

“two-day service is table stakes.” That window continues to shrink, 

as noted by an executive: “We’re putting a lot of focus on meeting 

consumer demand for speed of curbside pickup as well as home 

delivery.”  

Network Capacity 

Amazon is not the only retailer expanding its distribution footprint. 

As e-commerce continues to capture a growing share of retail sales, 

customer proximity becomes a bigger issue for omnichannel 

retailers. Pondering these issues, one executive stated: “Do we have 

the right number of DCs in the right places? How can we reduce 

miles and fleet costs?” Such questions must be addressed with a 

detailed network analysis to identify facility investment priorities.  

THE X FACTOR 

“We can invest all the 
capital in the world and 
still not be successful if 
we don’t have a strong 

people strategy.”
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BEST-IN-CLASS CAPABILITIES 

Each year, we analyze the supply chain capabilities that top retailers 

deploy to differentiate themselves from the competition. It’s important 

to note that best-in-class (B-I-C), as we define it, refers to capabilities 

rather than specific retailers. Everyone, including the biggest players, 

must be in constant pursuit of competitive advantage through these 

types of initiatives.  

In this section, you will read about three essential priorities for success 

and how retail supply chain executives are pursuing them. They are the 

means to remaining relevant in the fast-changing retail environment. 

Looking Back 

We initiated the SRSC research with a goal of analyzing B-I-C retail supply 

chain capabilities. The sidebar highlights the key competencies that we 

have explored over the years. 

These capabilities are as relevant today as they were when first 

investigated. Some, like talent management, arise as a major initiative 

every few years. Others are ideally suited to the COVID-19 environment. 

Already having dark stores in operation, click-and-collect store processes 

refined, urban fulfillment capabilities established, and last mile 

partnerships solidified certainly have made it easier for retail supply

chains to serve the shelter-in-place customer. 

Looking Forward 

As omnichannel retailing becomes more complex, supply chains must 

aggressively adapt to an everchanging environment. One executive 

provided a holistic purview of the 2020 challenge to be best-in-class: 

“There’s a continued hyper focus on the customer experience and what 

we can do to resonate with customers. At the same time, we need to be 

mindful of costs, so that we only invest in what our customers truly 

value.” 

During the interview phase of the research, it became clear that leading 

retailers are converging on three best-in-class capabilities to drive 

success. The supply chain executives at the forefront are working to 

leverage fulfillment automation tools, fortify their human capital, and 

digitize their supply chain ecosystems.  

B-I-C ANALYSIS 

Year Capabilities Investigated 

1 Scalable distribution 
Flexible capacity 
Internal/external alignment 

2 Supply chain agility 
Shelf-driven operations 
Internal manufacturing 

3 Supply transformation 
Technology leadership 
Multi-channel dexterity 

4 Talent management 
Inventory deployment 
Data-driven performance 

5 Last-mile strategies 
Transportation agility 
Omnichannel evolution 

6 Demand planning 
Store-based fulfillment 
Returns management 

7 Omnichannel integration 
Supply chain analytics 
Monetizing fulfillment 

8 Disruptive tech deployment n 
Urban fulfillment readiness  
3PL relationship excellence  
SC sustainability focus 

9 Fulfillment automation 
Human capital fortification 
SC ecosystem digitization 
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 Capability 1: Automating Fulfillment 

In the previous SRSC study, the participants’ enthusiasm for 

disruptive technologies centered largely on two areas – robotics and 

machine learning. Participants saw them as potential drivers of 

better service to both stores and customers, more accurate decision 

making, and greater operational productivity.   

Given the interest in these two areas, a deeper dive is essential to 

understanding their promise versus their reality in delivering 

benefits. This year we asked executives to share insights on the 

capabilities, challenges, and deployment of these fulfillment 

automation technologies.  

Robotics 

It’s difficult to open your email, peruse a supply chain publication, or 

attend a retail event without encountering a new robotics company 

and their promising technology. They are surfacing rapidly in 

response to industry’s interest and spending plans. Research firm 

LogisticsIQ predicts that spending on warehouse automation will 

reach $27 billion by 2025, nearly double what was spent in 2019.4   

Much of the spending will focus on fulfillment activities. Automated 

mobile robots, automated guided vehicles, and picking robots will 

account for 40 percent of the warehouse automation spend by 

2025.5 According to a senior executive, “the goal of deploying more 

conveyors, apparel sorters, pick walls, and autonomous pick carts is 

to optimize the productivity of the folks picking our orders.” 

This capability is widely viewed as highly essential, along with 

reducing the need for distribution center labor. Retailers have 

struggled to hire and retain capable people who are willing to 

fulfill orders, even during the COVID-19 pandemic with record U.S.

unemployment rates. The productivity and labor saving abilities of 

automation and assistive technologies like cobots are needed.

Even with the sunsetting of expanded unemployment benefits 

potentially expanding the frontline labor pool, supply chain 

executives have anecdotally indicated that they will forge ahead 

with pre-existing plans to automate. They are confident that timely 

returns on these investments will be realized.  

THE QUEST 

“Anywhere that we see 
people physically 

touching a box, we are 
looking for an 

automated solution.”
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When evaluating their options for robotics technology, the survey 

participants are looking for straightforward and scalable solutions. 

Topping the list of desired features are ease of implementation and 

integration with existing systems, followed by scalability to handle 

demand spikes. Interview participants also highlighted the potential 

for cobots and related technologies to avoid fulfillment problems. 

“Robotic assistance increases safety for our DC workforce and 

expands the population of people that can perform the work,” a 

supply chain executive explained.  

While supply chain leaders have a clear vision of the robotics value 

proposition and solid executive commitment, some challenges 

remain. Their chief concern is implementation cost as funding for 

robotics is not unlimited—this is even more the case in the limited 

liquidity circumstances of 2020. And, integration with other systems 

must be achieved with minimal headache. Thus, robotics vendors 

must deliver a value proposition that achieves ease of deployment 

with a reasonable payback period.     

Looking forward, the executives are confident that robots are game 

changers. They provide a viable response to labor issues and support 

growing omnichannel operations. While most retailers feel that they 

are lagging the competition in terms of adoption, there is still not an 

urgency to go full-on with automation. A measured approach is 

advocated by many and well-articulated by one executive who said 

“we’re adopting robotics in a modular fashion. Before building out a

$30 million automation initiative, let’s see what we can do at a much 

smaller scale to reduce repetitive tasks.” 

Machine Learning 

As retailers generate greater and greater volumes of data from 

internal operations, e-commerce orders, and store transactions, 

help is needed to convert the data into usable insights. That’s where 

machine learning (ML) - an application of artificial intelligence (AI) 

that provides systems the ability to automatically learn and improve 

from experience without being explicitly programmed – comes into 

play. ML effectively uses algorithms, frameworks and techniques to 

solve complex supply chain problems quickly.  

WORK THE DATA 

“The more we leverage 
artificial intelligence 

and machine learning 
through predictive 

analytics, the more 
powerful we become.”
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Given its capabilities, ML will rapidly gain adoption across industries 

at a compound annual growth rate of 42.8% between 2018 and 

2024. Chatbots and process optimization were the leading ML uses 

in 2019 across firms.6 Retail supply chain use is low among our 

respondents, more often in planning activities than in operations.  

Demand forecasting and inventory management are primary ML use 

cases. Both these functions have been exposed as even more critical 

during the pandemic, and it remains to be seen how the inadequacy 

of historical data and traditional demand signals will continue to 

affect planning in the COVID era.  An executive explained: “We’re 

looking at new systems with some exciting machine learning and 

artificial intelligence elements. The objective is to forecast closer to 

demand for our domestic and direct import orders.” Another retailer 

uses ML to make better upstream decisions: “We’re using ML to 

drive digital inventory allocation based on a dynamic demand 

signal.”  

By automating planning and administrative processes via ML and 

related technologies, supply chain leaders believe that workforce 

utilization will improve. In turn, SCM costs will be kept in check. “We 

can grow our assortment and store count without adding people to 

processes. That controls SG&A growth,” noted a senior executive.   

Despite the expected long run positive impact of ML on retail supply 

chains, leaders fret over integration efforts and implementation 

costs. Funding and envisioning expanded uses of ML are also 

obstacles that must be traversed to capture the technology’s full 

potential, particularly in these liquidity-challenged times.  

The Takeaway 

Robotics and ML are often described as “emerging” or “disruptive” 

technologies. This future-focused connotation must be abandoned 

by supply chain executives. Delaying adoption for clearer proof of

concept or a more financially feasible time to implement ML 

technology is a recipe for falling further behind the competition.  

These tools are actively deployed with success across best-in-class 

retail supply chains for enhanced planning, productivity, and 

customer service. And there’s further good news from an early 

adopter: “As the costs comes down, which we fully anticipate it will, 

then our ROI just is going to get better and better.” In sum, the 

time to move forward is now!

DUAL BENEFIT 

“The endgame of ML is 
to generate more sales 

with less inventory. 
And we believe the 

new system will 
accomplish that.”
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Capability 2: Fortifying Human Capital 

Talent management has been a major frustration for retail 

supply chains. It is simply a matter of not having enough 

people to get the work done in a rapid fulfillment, small 

shipment, low unemployment world. Even with COVID-19 

causing mass layoffs and furloughs, few retailers sent their 

distribution employees home. On the contrary, DC hiring is 

robust for retailers needing to process the e-commerce order 

avalanche created by homebound shoppers.  

Identified by 42% of the survey respondents’ as their biggest 

supply chain challenges for the next three years, the talent 

problem is most acute for hourly labor. Thus, it is no surprise 

that retailers are taking active steps to fortify their human 

capital. This section highlights their non-stop efforts.  

Hourly Associates 

The supply chain labor problem is fundamentally a supply and 

demand issue. The supply of available and capable individuals 

is low. The demand for labor is high among retailers. This 

mismatch creates a second demand issue as hourly associates 

are demanding better compensation for their services.  Even 

in the current era, external factors like government assistance 

continue to create hiring challenges. “Our HR recruiting teams 

are doing guerilla research – proactive market analysis – to 

make sure that our starting wages and benefits are 

competitive,” a distribution director explained. 

Attracting people for hourly frontline roles is difficult. No 

longer is it possible to post a help wanted sign and expect 

candidates to apply. Recruiters must deploy a wide range of 

tactics to find applicants. Most effective, according to the 

survey respondents, are employee referral programs, 

employment website postings, and social media postings. 

A subsequent issue is converting applicants into new hires, 

and retaining them beyond a few months. Interviewees cited 

the physically demanding and repetitive work, night and 

weekend shifts, and limited wage growth as key hiring 

obstacles. Many applicants fail the physical or drug screening. 

Others never show up for Day 1 or quit during orientation.  

HOLISTIC FOCUS 

“We try to accentuate the 
positives of working here 
long term as opposed to  
strictly focusing on 
increasing hourly wages.” 
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The biggest supply chain talent management issue is associate 

retention, according to our survey respondents. The problem is
especially acute among new hires. “The amount of churn that we 

see in the first few months of somebody coming onboard is 

incredible,” said a senior vice president. “Our DC turnover rate is 

probably 50 or 60 percent.” 

Turnover is costly from multiple perspectives. First and foremost is 

the shortage of resources needed to fill orders. Low productivity 

and higher injury rates are chronic issues for new associates. And, 

less time is spent on operational excellence because leaders must 

focus on training new associates. All these issues affect throughput.  

To combat turnover, supply chain leaders are implementing multi-

pronged retention strategies. Higher wages are being offered by 

nearly all study participants, along with benefits being expanded for 

associates, including some part-timers. These initiatives were 

expanded during the pandemic to ensure labor availability and 

reward essential worker loyalty. A future challenge will be to return

wages and benefits to pre COVID-19 levels without disenfranchising 

associates.      

Flexible scheduling is another way to reduce turnover. Slightly 

underutilized by our respondents, due to implementation 

challenges, it appeals to workers. “We try to win on schedules,” an 

executive shared. “The more input that we can get in defining 

schedules from team members on what works for them, the better.” 

Efforts are also being made to bolster working conditions to build 

loyalty and drive long-term retention.  Some retailers are planning 

to keep “perks” or benefits added during the pandemic to increase 

retention. “We have to be on top of our game when it comes to 

creating a culture of treating people well and offering a good work 

environment,” said one leader. “Those things are important to 

retention.”  

 Management Team 

Given the laser focus on hourly associate issues, it is easy to 

overlook the managerial talent situation. Here too, retailers must 

work to retain qualified SCM leaders. The pool of capable talent is 

not unlimited and there is always a risk of poaching. “We’ve got 

some young talent, but we have lost some folks to Amazon,” a 

supply chain leader revealed.   

THE IT FACTOR 

“Differentiate your 
culture so that people 
don’t go down the 
road for fifty cents 
more per hour.”
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While not on the level of hourly associate issues, retail executives 

are concerned about managerial talent. More than 60% of the study 

participants indicated that it is growing increasingly difficult to hire 

and retain strong supply chain leadership teams. Their importance 

was explained by an executive: “Making sure we have the right 

people in those roles is critical. They create the culture and quality of 

life within the distribution facilities.” 

Step one is to hire the right people and enhance their abilities to 

lead supply chain operations. Skills of most importance include 

communication, problem solving, and relationship management. 

The glaring issue is the lack of widespread internal availability of key 

skills. One leader shared a specific challenge: “We have excellent 

execution-focused folks. They are tactical and goal driven. What we 

really lack is people that are more strategic and analytical.” 

With limited bench strength being a concern, step two is to actively 

promote managerial retention. Bonus programs and salary bumps, 

along with career paths and work culture initiatives, have kept 

turnover low. However, advanced training program investment is an 

underutilized high impact method for retaining and developing the 

next generation of leaders. This method should be deployed to a 

greater extent.   

The Takeaway 

The talent challenges, in both hourly and exempt ranks, identified 

by this year’s study participants will be with us for the foreseeable 

future. Shakeups in the industry, caused by companies’ financial 

challenges and exacerbated by mandated store closures during 
COVID-19, may accelerate the movement of managerial talent.

Automation remains a prospective solution for most retailers, 

meaning that people remain the priority asset. Thus, supply chain

and HR leaders must collaborate to create a “special blend” of 

compensation, culture, and coaching to achieve talent continuity. 

That collaboration should begin with an audacious goal like the one 

articulated by a long-time executive: “I want to be first choice for 

people that want to work in supply chain. And frankly, I want to do 

this by creating a very inclusive environment that is open to diversity 

and is nurturing and supportive.” With this type of executive focus 

and steady investment, talent issues will become a thing of the past. 

DIFFERENCE 
MAKERS 

“The entire brand of 
the company comes 
out of interactions 
between our 
supervisors and team 
members.” 



[19] 

Capability 3: Digitizing the Ecosystem 

Read about Supply Chain 4.0, smart supply chains, or whatever is 

being touted as the next big thing in the media, and you will find 

digitization at the core. Formally stated, digitization of the supply 

chain applies technologies to change the performance and cost 

profile of an organization by substituting manual work and legacy IT 

solutions with integrated digital technologies.7 Throughout the SRSC 

study, we adopted the perspective that digitization focuses on using 

technology to drive a profound knowledge of your business and take 

friction out of the experience between your customer and your 

business. 

Early in the research process, we heard buzz among retail executives 

about the promise of digitized supply chains. They discussed a 

deliberate shift toward a heavier reliance on data in retail SCM. In 

their view, this shift would ultimately lead to the digitization of the 

entire supply chain ecosystem rather than a patchwork of digital 

technologies. That will lead to data-driven decision, better service, 

and lower costs. 

Given the potential of this business model, we made supply chain 

digitization a research priority this year. We asked executives to 

share insights on their progress, priorities, and expectations 

regarding digitization of the supply chain.  

Status 

Achieving a fundamental shift in the way supply chains operate 

involves a deliberate approach to the change. Digitization is no 

different. Less than 20% of the study participants are active in 

digitizing their supply chains. These companies are early in the 

game, as noted by a supply chain executive for a major apparel 

retailer: “In pockets of the company, we are digitizing functions. But 

it’s got to be an end-to-end ecosystem and we have a long way to 

go.” 

Another small group of retailers are laying out digitization plans and 

making initial decisions. “We have the capabilities, but we need to 

get smarter and connect the dots,” said one leader. The other half of 

our respondents are investigating the concept of digitization and 

how to capture its value.  

CREATE CLARITY 

“It’s a big challenge to 
educate senior leaders 

because there’s so 
much talk about being 

‘digitized’ out there.”
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Digitization Drivers 

Like many retail supply chain initiatives, study participants identified 

multiple factors that are driving digitization. Call it the driving Cs – 

customer sophistication, channel complexity, and core service 

requirements. First, the customer has so much digital insight to 

global trends and product availability that retailers must work 

diligently to stay ahead of customers and their changing desires.  

Channel complexity is an ever present and growing issue. The value 

of quality and flexibility in e-commerce operations has never been 

more important. During the COVID-19 pandemic, retailers with true 

omnichannel capabilities have effectively pivoted to re-route 

product flows and generate revenue. Supportive digital capabilities 

facilitate this level of agility. “We already have this quick response 

engine built on the web side of things. We need digitization to help 

our supply chain rapidly respond to customers’ input to improve the 

holistic experience,” explained a vice president.  

Core service requirements have been ratcheting up over the 10+ 

year lifespan of the SRSC study. Retailers are already turbocharging 

fulfillment speed and service options. What is different today is the 

growing expectations of customers for rapid product concept to on-

shelf availability cycles. That can only be accomplished through a 

digital ecosystem.   

Desired Outcomes 

These digitization drivers require retailers to focus on four urgent 

goals. At the top of the priority list is greater ability to gain leverage 

from the vast ocean of data being generated across the supply chain 

and external sources like social media. Second, that knowledge must 

be prescriptively converted into more satisfying customer 

experiences. 

Of course, delivering on a greater customer experience can generate 

steep costs. Retailers are banking on digitization to help them meet 

rising requirements without breaking the budget. “Digitization 

allows us to plan a little bit further out and a little bit better. when 

you can do that, you can be more efficient, too. So, that’s been a 

nice enhancement,” a supply chain executive shared.  

AGILITY DRIVER 

“We see digitization as a 
risk mitigation tool. The 
technology is going to 
allow you to flex up and 
down when needed.”  
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Capabilities and Applications 

Achieving a connected ecosystem means that processes must be 

both digitized and properly linked to each other. By doing so, a 

central data repository can be established to provide one version of 

the truth for planning and decision making. Also, the users will 

receive real-time reports to generate rapid discovery of issues. 

These are the two most important capabilities of a digitized supply 

chain, according to the study participants.  

In turn, holistic and timely data will support the use of advanced 

predictive analytics. “The main benefit is getting information in near 

real time and being able to respond to it in real time,” a leader 

concisely stated. Also, greater opportunities for automation of 

fulfillment operations and optimization of workflows will emerge by 

“taking people out and using data to automate supply chain 

decision,” according to another supply chain leader.     

Where and when will the digital transformation take place? It is 

already being pursued in data-rich areas of retail supply chains. That 

includes inbound transportation, inventory management, 

forecasting, and outbound transportation for more than 40% of the 

study participants. Complex, consumer focused operating tasks like 

order fulfillment, last mile delivery, and returns management will be 

part of the participants’ second wave of digitization activity.  

The Takeaway 

Given the financial unknowns created by the COVID-19 crisis, it is 

difficult to predict a specific timeline for the total digital 

transformation of existing retail supply chains. The pandemic 

highlighted the benefits of being able to act quickly in rapidly-

changing circumstances, and retailers are now placing even more of 

a premium on flexibility and responsiveness—often enabled by 

digitization.  Still, one thing is certain. Supply chain digitization offers 

a great deal of promise to retailers and many are enthralled by the 

prospects of a fully connected supply chain ecosystem.   

Imagine having “the ability to look end-to-end at our data, use it 

upstream in product co-creation with our vendors, and deliver not 

what we think customers want but what the customer tells us that 

he or she wants,” as envisioned by one supply chain leader. Through 

digitization, keeping up with ever changing customer demand may 

actually be possible!  

LASER FOCUS 

“The goal is to create a
profound knowledge of 
your business and then 
using it to take friction 
out of the experience 
between your customer 
and your business.” 
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ON THE HORIZON 

Each edition of the SRSC Report wraps up with a look toward the 

future. We review hot topics in SCM, changes in the retail landscape, 

and business trends. Importantly, we also analyze the answers that 

senior retail executives provided to the interview question “what 

keeps you up at night?” From this mix of reliable sources, we 

identify key themes that are likely to shape the retail supply chain 

landscape in the near future.

This year presents a unique challenge as we do not know how the 

pandemic will continue to play out. Are we looking at a short-term 

disruption that will be largely resolved by the end of 2020 or will 

we continue to experience major waves of COVID-19 cases that

lead to further economic distress? Only time will tell. Still, we want 

to provide some food for thought to our readers.   

Supply Chain Strategy: Rethinking the Fundamentals 

The supply chain disruptions and product shortages experienced by 

retailers during the COVID-19 pandemic is forcing executives to take 

stock of their supply chain practices. Prioritization of lean 

inventories, a global supply base, and sole sourcing proved to be 

vulnerable to demand surges. Strategic prioritization of product 

availability versus low cost sourcing and inventory efficiency may be 

a future necessity, particularly for essential goods and fast movers.  

Standing pat is not an option. “You'd be an outcast to think that 

you're going to just go back to your normal business and hope that it 

never happens again,” said a senior retail leader discussing SCM 

responses to the pandemic.  

Supply Chain Networks: Shrinking the Map 

The susceptibility of global supply chains to disruptions has been 

publicly exposed during the pandemic. Shuttered suppliers, closed 

borders, and sluggish port operations are troublesome. Even when 

temporary supply chain breaks occur, delays mount and lean 

inventories dry up. These problems lend some level of credence to

politicians and other experts who are clamoring for domestic 

production and nearshoring.   

NEAR VS. FAR 

“Are there opportunities 
to source products in 
Mexico for the same 

price as in Asia? If so, 
we could cut out a ton 

of lead time.”
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Finding proximate, quality suppliers with adequate capacity requires 

time and effort. As one retail executive indicated: “For a while, we have 

been embarking on an origin shift strategy. There are complexities 

associated with moving production to areas with infrastructure that’s 

not as solid as your current sourcing locations.” 

Supply Chain Planning: Revamping BCPs 

Many industries, including retail, have been exposed for not having 
adequate business continuity plans (BCPs). A missing element from 
some BCPs is a strategy to specifically deal with pandemics and the need 
for managing longer-impact supply chain disruptions. Other companies 
adopt a very internal focus and do not adequately consider supplier 
issues. Finally, some BCPs have been gathering dust and their ability to 
manage disruptions have not been recently simulated. These retailers 
are learning the hard way that the middle of a pandemic is no time to 
be revamping or testing BCPs. 

Is it possible to prepare a supply chain for a once-in-a-lifetime 

catastrophic event like COVID-19? A prescient Quarter 1 2020 article in 

CSCMP’s Supply Chain Quarterly addressed this question and noted the 

important role of collaborating with supply chain partners, competitors, 

and the public sector to mitigate risks. An industry expert recommends: 

“By focusing on these relationships, we have a much better chance of 

anticipating shock, stress, resilience, and operational options across the 

network.” 8    

Retailers should similarly strive to strengthen the external supply chain 

elements of their BCPs. 

 Supply Chain Execution: Expanding Omnichannel 

If there is one positive outcome of the COVID-19 crisis, it is the ability 

demonstrated by many retailers to quickly pivot as state shutdowns 

became widespread. As stores closed and shoppers sheltered in place, 

retailers ramped up direct fulfillment from DCs and stores, and rapidly 

deployed new options like curbside pickup. We fully expect much of this 

shift to become ingrained shopping habits.  

Supply chains leaders will need to further expand and enhance their omni 
capabilities. That comes with challenges, noted a supply chain leader: “As 
we continue to mature as an omnichannel retailer, where to deploy 
inventory becomes a lot trickier versus when it was all brick-and-mortar.” 

ALTERED FLOWS 

“If store sales are flat 
and this digital thing is 
growing at a 20 percent 
clip, that calls for a 
different network.”
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SUMMARY 

Look over the final remarks from previous SRSC studies, and you will 
find themes of dynamic times, shifting priorities, new challenges, 
and survival of the fittest. These previous proclamations seem 
overstated, when compared to the stresses created by the COVID-19 
pandemic. The last six months truly have been unprecedented ones
for retail supply chains with novel challenges occurring at frequent 
intervals.   

Surviving and thriving in this environment will require supply chain 
leaders to stay the course in some areas. Investment in robotics, 
machine learning, and digitization must continue, even with 
additional financial scrutiny due to liquidity concerns. These 
technologies can streamline fulfillment, automate decision making, 
and promote cross-chain coordination. Sustained focus on the 
retention and growth of people, essential for retail supply chains to 
thrive, is also critical.  

Considering the recent disruptions, an appraisal of supply chain 
strategies and networks is needed, and some course corrections 
may be warranted. Will retailers be better off sticking to the old 
norms or is it time to reinvent retail supply chains? It may be a 
combination of both, with a bit of Back to the Future logic mixed in. 
As it goes in the movie, Doc Brown says: “Good luck for both of our 
sakes. See you in the future.” To which Marty McFly replies: “You 
mean the past?” 9  
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SHOUT OUT 

The SRSC Report is 
possible because of 

engaged retail supply 
chain executives. Your 

expert insights make for 
a robust report. 

Thank you, participants!
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SRSC RESEARCH TEAM

Brian Gibson serves as Auburn University’s executive 

director for the Center for Supply Chain Innovation and 

the Wilson Family Professor. His twenty-five plus years of 

teaching, research and industry engagement are 

influenced by his nine years in retail distribution. Brian 

has led multiple research studies and is co-author of four 

books. He serves on RILA’s Supply Chain Steering 

Committee and on CSCMP’s Executive Committee.

Contact: brian.gibson@auburn.edu 
BRIAN GIBSON, PHD 

Rafay Ishfaq is the W. Allen Reed Associate Professor of 

Supply Chain Management at Auburn University.  His 

research is focused on omni-channel fulfillment and order 

delivery services. Rafay worked in operations and supply 

management positions for nearly a decade. He is engaged 

with practitioners through multiple research projects, 

serving on advisory boards, and consulting for retail and 

wholesale-distribution firms.  

Contact: rishfaq@auburn.edu 
RAFAY ISHFAQ, PHD 

Beth Davis-Sramek is the Gayle Parks Forehand Professor 

of Supply Chain Management at Auburn University.  

Beth’s research has been published in leading academic 

outlets, and she is the incoming co-editor of the Journal 

of Business Logistics.  In the classroom, she emphasizes 

sustainable supply chain management, whereby firms 

benefit from decision-making that includes meeting 

economic, social and environmental goals.  

Contact: beth.davis@auburn.edu 

BETH DAVIS-SRAMEK, PHD
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ABOUT THE ORGANIZATIONS 

The Center for Supply Chain Innovation (www.auburnscm.org) serves as your conduit to
faculty, student, and industry engagement. We support the supply chain industry through 

insightful research, tailored professional enrichment programs, advisory services, and 

industry-ready talent. Each year, CSCI hosts the SCM Fusion Symposium where industry 

leaders discuss best practices in supply chain technology, talent, and tactics. 

RILA (www.rila.org) is the US trade association for leading retailers. Across functions, including supply 

chain, we convene decision-makers, advocate for the industry, and promote operational excellence and 

innovation. Our aim is to elevate a dynamic industry by transforming the environment in which retailers 

operate. 

RILA members include more than 200 retailers, product manufacturers, and service suppliers, which 

together account for more than $1.5 trillion in annual sales, millions of American jobs, and more than 

100,000 stores, manufacturing facilities, and distribution centers domestically and abroad. 

DC VELOCITY (www.dcvelocity.com) is the market leading multi-media magazine brand serving 

the specific informational needs of logistics and supply chain managers and executives.  DCV 

offers comprehensive logistics coverage at the hub of logistics. Monthly coverage includes best 

practices / case studies, emerging technology, labor issues, management trends, new products 

and services, new market research, professional development and enrichment opportunities, 

and more.  

http://www.auburnscm.org/
http://www.rila.org/
http://www.dcvelocity.com/
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