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http://www.amazon.co.uk/ref=bd_w_h_/202-7235288-0115810
http://www.ebay.co.uk/
http://www.asos.com/Woman
http://www.ocado.com/webshop/getAddressesForDelivery.do
http://www.parcelnet.co.uk/our_clients.html
http://www.marksandspencer.com/gp/node/n/42966030/202-8998293-3964624?ie=UTF8&mnSBrand=core
http://www.majestic.co.uk/webapp/wcs/stores/servlet/StoreCatalogDisplay?storeId=272&catalogId=1001&langId=-1
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IMRG's team of researchers are continuously searching for the IMRG Annual

Highlight

= €D Internet # 100 -



Coverage

e History and growth of home shopping
e Future growth
e Sustainability impact of rise in home delivery
— Online vs conventional retailing- which is greener?
— Research summary
— What positive actions are being taken now?
— Where are the untapped opportunities?

e Summary

+ What do you think? / What are you doing?
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Home delivery is nothing new

Local
Food delivery
(always)

15 October 2007

Catalogue
shopping
(19thC)

INnternet
1994

Beveridge Associates Limited

TV
Shopping
(1980s)

iMmrg



Some numbers around online home delivery
IMRG Index for UK e-Retail Market

T Between April 2000 - July 2007:

=T - the IMRG Index grew 4,011%

“"T1 - the monthly value of UK online shopping A /
™ rose from £87 million to £4.193 billion ///V
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July 2007

IMRG Index for UK e-Retail Market
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IMRG Index

IMRG Index - Year-On-Year Comparison
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Market value by purchase channel

. online continues to outstrip catalogue at point of purchase

—— Online orders*

-&- Catalogue
(telephone/postal
ordering)
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The numbers projected forwards
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What is fuelling this home shopping growth?

Choice —
Product offering

New age of Meeting

consumer the promise

All underpinned by growth in broadband
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Looked at another way

A store In every

Any time,
postcode every day ny time

any place,
any how

The delivery challenge is around i

eService
eConvenience
eEXxperience
eCost
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So what iIs the sustainable
distribution impact of the
growth in internet
shopping and home
delivery?
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Sustainable Development

‘Ensure development does not compromise the future needs of

society, economy and the environment’

eGrowth

eJobs and prosperity
economy «Fair pricing
eCompetitiveness
Choice

eSafety

eHealth :

e ACCESS _ -C!lmate_change

-Disturbance Sustainable °AN\lr_quahty

eEquit - L - Noise

quity distribution L] e
eBiodiversity
*\Waste
society environment

Triple bottom line principle
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ocado.com

15 for 1 offer

Each Ocado van takes up to 15 cars
off the road.

Ewery tima you sea one of our vans, think of it os 15 people not going fo the supermarkat. So that's 15

cars parked up at home, rather than pumping cut nasties into the atmesphere. And all of cur vans ron on
@ environmentally friendly bicdiesal. If that's nat green encugh, we can alse &=l you whan we're delivering

#o somacne in your neighbourhood, so if you want to you can choose a ‘green van’ time slot, which helps
make our journey even shorer. We also deliver directly from a purpose-built fulfilment centra, rather than
fram a supamarket. § everyons shoppad this way wea would aliminate the carbon emissicns from fraditional
storas, remave haavy goods wehicles from urban areas and free up precicus land.

Our customers frust us fo do their shopping every bit as carefully as they do thamselvas.

We carsfully pick Wailrose groceries, wea pock them property and we drop them off in your
kitchan. Maybe that's why wea have been voted Online Ratailer of tha Year by The Grocar.
Sa if you hawven't fried us yet, why don't you give us a go this week and wa'll give you

15% off your first order. ™ Just use VOU455522% at chackout.

Ism’t it time you demanded more?

Ocado — Online Retailer of the Year 2007

* e e delremey bwlzee 220707 O mosr Ba oo S8 Mo mavsed £ 15 Teem ol conclitions opgly - 1ee Ocodo com o deesd.



The Ocado claim of Reductions in Traffic
Levels— true or false?

Are vans displacing large amounts of shopping-related car travel?
Or are other trips substituted?

15 October 2007 Beveridge Associates Limited I lr



http://www.ocado.com/content/html/videos03.html

Why do we need to compare the carbon footprints?

« Claims and counter-claims about relative environmental impacts
* Major retailers have launched environmental initiatives

TESco 3\/S ASDA

A A A T part of the WAL*MBRT fmi,

* Increased consumer interest in climate change and carbon
* Drive to introduce carbon labelling of products:
—different labels for online and shop-based sales?
e Carbon auditing of distribution channels is a pre-requisite for emissions
reporting
- at corporate ( and consumer?) levels

I
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The debate — is home delivery supply chain more or less
green than high street/out-of-town?

Green Logistics is a four year -funded research project
Into the sustainability of logistics systems and supply chain.

_ | HERIOT
=2+ University of Westminster EEWATT

=% UNIVERSITY

Ef.ﬂ?:.l;t_ LANCASTER )\&

PRIFYSOON

(AERDnip
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http://www.epsrc.ac.uk/

HERIOT

Green Logistics: topics being investigated EZWATT

=¥ UNIVERSITY

Forecasting business as Impact of online freight
usual trends procurement on vehicle utilisation
Calibration of vehicle
routing packages with Econometric modelling of
vehicle telematics data freight modal shift
logistics at local level delivery rescheduling to off-
peak periods
Adapting supply chain tools
to minimise environmental Comparison of the carbon footprints

impact of online and conventional retail
supply chains

Development of carbon
auditing methodology for
supply chains




Scope of the Research Project

Activities:
<Freight transport (lorries and
vans)

ePersonal transport between
home and shop (car and
public transport)

<Warehousing

<Conventional retail operation

eProduct return

5 Distribution Options

5 Products Groups

Groceries

conventional online

Books
Clothing

Small electrical
appliances

Large electrical
appliances
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The Supply Chain Links

multi-channel pure online
retailer retailer
point of l
divergence factory / port
national distribution /\
centre
shop/\ home
shop home

shop
back-store

shelf /\ home
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Return Flow of Product

Online channel

Distribution
Centre Customer returns
A = Excess inventory home
Convergence of
returns from ~<
home and shop
Distribution
Centre Store returns
Customer

Excess inventory

Conventional retail channel

15 October 2007 Beveridge Associates Limited ('Y lr



Different Channel Structures for Conventional and Online
Retailing

conventional retailing online retailing

traditional echelon structure hub-spoke parcel network

A

Primery

Primary Consadlidation Centre

Regional Distribution Centre Regional Distribution Centre
(supermerket chain) (large whdlesaler)

catering outlet
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Road Traffic Growth in the UK 1990-2005

170
cars
160 — HGVS
vans /
150
3 140 -
§130
X
3 120
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110
100 -
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Source: Department for Transport
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Home delivery and van types

Product type

Typical order size

Main delivery vehicle types

Groceries c 60 items temp controlled vans
Clothing 2 items postman( walk; bike); van for rural
parcel carrier ( Van)
home delivery courier ( private car)
Books and entertainment 2-3 items postman( walk; bike); van for rural
Non-clothing 3 items parcel carrier

Larger goods

1 item , or set

2 man delivery specialist

Wines

1-2 cases

parcel delivery van

electronics

c 2 items

postman( walk; bike)
parcel carrier ( Van)

15 October 2007
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Direct Distribution of Non-food Items

Increased logistics effort by
Fedex to deliver Harry
Potter books to US homes
on date of publication

The ‘Harry Potter’ effect:
greater use of parcel carriers
channelled through hub-satellite networks
lower vehicle load factors
greater volume of packaging (forward and reverse channels)

FxxEXX*X*The ‘Dark Side’ of E-commerce*>******

I
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Impact on Local Traffic Levels

Deqgree of load consolidation:

»  pooling of vehicle fleets: outsourcing home delivery
» scheduling of orders (automated replenishment?)

Volume of return flow:

» 20-40% returns from home delivery
» return loading or separate trips

Proportion of failed deliveries / repeat trips:

Level of trip substitution:

» continuing need to shop for fresh produce

» shopping trips replaced by leisure travel

15 October 2007

Beveridge Associates Limited
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/

Short order lead

Freight Transport ‘

Personal Travel

/

Long order lead time

l

Collection point

Home delivery

v

Impact of Online Retailing on Traffic Levels

time
Type of Delivery Type of Delivery
Attended Unattended Attended Unattended
Narrow time Wide time Narrow time Wide time
window window window window
l l l l \ 4
High FREIGHT TRAFFIC Low

15 October 2007

Beveridge Associates Limited

Shopping trips Continue to Remove Substitution
eliminated shop for some shopping from of other
' products multi-purpose travel
T trips T
. l v v l
Reduction in trips numbers / length Traffic Net traffic
level stable increase
Low CAR TRAFFIC High

I



Carbon emission reduction:
- what iIs being done now?

Area

Measure

Example

Vehicles

Alternative fuels

Bio-fuel and electric
vehicles increasingly in
test/being used

Lower emissions

In line with legislation

Double deck trailers

Mileage reduction

Vehicle design

Spoilers etc to improve
fuel consumption

“driving clean”

Driver training

Fuel reduction

Accident reduction

Measurement and
reporting

Measures formulated and
quantified

CSR report within
corporate governance

Continuous improvement
activity

15 October 2007
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The Don-Bur “teardrop” trailer for M&S

+ 1690

cubic -10%0

capacity fuel
consumption

-20% i , | WWWWMWM I
less B e S
carbon AR
emissions
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http://www.donbur.co.uk/News_and_Events/Teardrop-Trailer-fbulk.jpg
http://www.donbur.co.uk/News_and_Events/Teardrop-Trailer-F34.jpg
http://www.donbur.co.uk/News_and_Events/Teardrop-Trailer-R34.jpg

And what are the untapped

opportunities?
Area Current | Potential Examples
Reduce 1% Range of Enable shoppers to add appropriate
time delivery | 3-30+%0, | could be helpful information at point of order
failures average ¢ | <6%o Reduce current over-reliance on POD
18% requirement
Embrace alternative delivery
approaches
Improved address matching to PAF file
Reduce overall | ¢ 1% Could be Improved communication channels with
failed <0.25%0 shoppers eg s to replace “carded”
deliveries deliveries
Reduce returns | 3-35% Could be Improve outbound packing accuracy
reduced by Improve website clarity on product and
25%o at least | service etc etc

could reduce total home deliveries by ¢ 10-18%%6

15 October 2007
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IMRG stance

INTERNET
DELIVERY

= SAFE

ACCREDITED RETAILER

IDIS (Internet delivery is Safe)is the e-retail industry
programme aligning home delivery and internet shopping.
The IDIS charters operate as subsets and extensions of

the ISIS trust scheme.

IDIS STRATEGIC VISION
ENABLING ONLINE SHOPPERS TO MAKE INFORMED
DELIVERY CHOICES THROUGH TRANSPARENCY OF
OPTIONS, LIMITATIONS, BENEFITS,
AND THEIR ASSOCIATED COSTS

15 October 2007 Beveridge Associates Limited I lr



Summary

Home delivery growth is ¢ 40% pa, and this rapid growth will continue
till c2010, when growth rates will decelerate, towards 10-20% pa

The drive for cost reduction will give some sustainability benefits
anyway

Companies will continue to improve sustainability performance , as
they focus on “do good, not harm”

Technology developments will enable further sustainability benefits

The green logistics research will establish common ways of measuring
impact, and consumers will be made aware of this

Armed with some information, consumers will make their choices

When combined with the “operational” opportunities, home delivery
growth could well have a positive impact on carbon emissions,
despite the overall increase in delivery numbers

15 October 2007 Beveridge Associates Limited I lr



Shades of Green Iin the Retaill Market?

online
|
average
conventional
|

Any environmental advantage likely to be conditional on:

vehicle load factors % of failed deliveries

level of product returns energy efficiency of warehouses and shops

structure of the supply chain personal travel behaviour

15 October 2007 Beveridge Associates Limited ('Y lr



Something to think about:

*How many of you are green-focussed in your businesses?
*What is driving that?
**Do green initiatives save money or cost money?

»Is green focus becoming the catalyst for cost saving, and
changing consumer behaviour in a justifiable way?

Something to help:

Can any multi-channel retailers help us with data?
6" November a.m. in London

THANK YOU
lain Beveridge - Beveridge Associates Limited
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