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GS1 Switzerland

GS1 Switzerland is the platform on which experts optimise the
flows of goods and information to create sustainable value.
As an association of approximately 5,000 member companies,
GS1 Switzerland provides a network for all trading partners to
cooperate and share expertise. Global GS1 standards and pro-
cess models facilitate the development of efficient output
chains.

In addition, practical training, useful publications and stimu-
lating events enable the exchange of experience and knowl-
edge to the benefit of all participants.

GS1 Switzerland is a member of GS1 Global, as well as Efficient
Consumer Response Europe and the European Logistics Asso-
ciation.

Disclaimer

Although every effort has been made to ensure the accuracy
of the information about GS1 System standards contained in
the present document, GS1 and all other parties involved in
writing this document state that the present document is
made available without express or implied liability for any
damage or loss arising as a result of using this document. The
document will be amended from time to time due to techno-
logical developments, changes to the standards and any new
legal circumstances.

Some of the products and company names mentioned in this
document may be trademarks and/or registered trademarks
of the relevant companies. GS1 is a registered trademark of
GS1 AISBL in Brussels, Belgium.
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1. Management summary

Trade in goods and services has been revolutionised by the
Internet. Market entry barriers have been lowered considera-
bly by e-commerce, which in turn has produced changes in
business models and new competitors. Marketing from any-
where has become a reality, and a growing number of global
providers are also marketing their products and services in
the Swiss market without having local subsidiaries. However,
in addition to new competitors and business models, the
Internet has also resulted in changes to retail supply chains —
and these are fundamental changes. Developments in recent
years mean that the various supply chain tasks in retail (phys-
ical distribution, product range selection, customer advice,
payment processing and customer services) can largely be
delivered as separate services. While the Internet originally
only ensured product and price transparency, today all supply
chain functions can be provided independently of retail by
either specialist providers or consumers themselves.

In addition to the immediate impact of the Internet on supply
chain functions in retail, the Internet has also brought about
major changes in the shopping process. Customers’ behav-
jour is therefore contributing to continuous change in retail.
The traditional buying process has changed to the extent that
any product can be sourced easily and relatively quickly on
the Internet, with comprehensive information available to
support each purchase. Product selection is generally sup-
ported by detailed product information, test reports and cus-
tomer reviews and far more systematically so than would be
possible through advice provided by the retailer in a bricks-
and-mortar store.

For retailers and customers, the Internet is more than simply a
new sales and shopping channel. It has completely redefined
retail. The rigid system comprising manufacturers, retailers
and consumers has increasingly come under pressure and the
Internet is contributing decisively to this change, since it fa-
cilitates innovation in terms of specific supply chain functions
while significantly expanding the opportunities for specialisa-
tion and division of labour. Supply chain functions that origi-
nally belonged together can now be separated and, in some
cases, pooled in different combinations. Today, the key chal-
lenge or opportunity for retailers, manufacturers and services
providers therefore is to define their own specific set of sup-
ply chain functions. New retail concepts may be based on a
mix of standardised and innovative supply chain functions,
which generate numerous possible options. The important
aspect is for retailers not to simply regard the Internet as an
additional sales channel. Instead, the retail concept selected
must offer consumers genuine value added in the long term.

In its capacity as a platform on which experts optimise the
flows of goods and information, GS1 Switzerland aims to
structure supply chains as efficiently as possible on the basis
of global GS1 standards and processes. Changes in the supply
chain within the retail sector are particularly important to GS1
Switzerland, because they impact on the standards and solu-
tions which support implementation of supply chain func-
tions at operational level. If the various supply chain tasks in
retail are separated, it becomes all the more necessary to rely
on uniform standards and solutions. Only uniform standards
and solutions make it possible to combine supply chain func-
tions flexibly, thereby creating innovative retail concepts. For
this purpose, GS1 Switzerland will be developing manuals,
recommendations and tools in the coming years, which re-
spond to the particular features and latest trends in e-com-
merce. GS1 Switzerland will primarily focus on issues relating
to physical distribution (cross-channel logistics and the last
mile), product range selection (category management), veri-
fied customer information (trusted source of data) and ser-
vices (returns). The goal is to support market players with suit-
able solutions and advice on implementation in the era of
e-commerce, using uniform GS1 standards to deliver auto-
mated and simpler process models along the supply chain.



2. Introduction

In connection with e-commerce, it is not unusual to find that
consumers have upgraded the technology they use. Accord-
ing to the Future Value Chain 2020 survey, this trend is set to
accelerate in the coming years. Consumers will be even better
informed and have a very clear idea of the products and ser-
vices they wish to buy. This represents a major challenge for
companies. However, the good news according to the find-
ings of the above-mentioned survey is that a similar trend
with regard to technology to that observed among consum-
ers is evident in companies. Companies also profit from the
new technologies available and can exploit them to enter into
a dialogue with consumers. Technological upgrading is there-
fore happening on both the consumer and enterprise sides.

The aim of GS1 Switzerland’s white paper on e-commerce is
to analyse e-commerce from the business-to-consumer (B2C)
perspective. This includes finding out which new retail con-
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cepts have prevailed, how new technologies are influencing
the supply chain in retail and consumer behaviour and where
there is a need for GS1 Switzerland to take action in terms of
developing and updating standards and solutions with a view
to optimising the associated supply chain processes. To
respond to these questions, a clear understanding of the term
“e-commerce” is first required. This white paper defines the
term, making a distinction from other, similar terms. A de-
scription then follows of the types of online retail which have
evolved as a result of the lower entry barriers in e-commerce.
After this general overview of the market situation in e-com-
merce, a further step is to analyse the influence of e-com-
merce on the supply chain in retail in concrete terms. Based
on the E-Commerce Report 2012 by Fachhochschule Nord-
westschweiz (Technical University of north-western Switzer-
land), the impact of e-commerce is highlighted in relation to
the five supply chain and demand side roles which retailers
traditionally assume. The influence of e-commerce on cus-
tomer behaviour in retail is also explained in a separate sec-
tion, in order to take into account technological upgrading on
both the company and consumer sides. Finally, the resultant
findings are used to outline areas where GS1 Switzerland will
be taking future action in e-commerce. In future, GS1 Switzer-
land will provide support on the basis of standards and solu-
tions where this makes sense, in order to ensure that supply
chains continue to be structured as efficiently and effectively
as possible in the era of e-commerce.

The present white paper is largely based on the analysis of
various studies, articles in trade magazines and publications
by GS1 Switzerland, GS1 global and the Consumer Goods
Forum (CGF). It is obvious that an in-depth analysis of all the
facets of e-commerce cannot be provided within the scope of
this document. Nevertheless, GS1 Switzerland hopes to have
provided a compact and transparent overview of e-commerce
in connection with B2C relationships which responds, in par-
ticular, to the aspects of e-commerce with direct supply chain
relevance that are therefore also relevant to GS1's activities.

Orders can directly be
triggered anytime.
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3. Definitions

To gain a clear understanding of the term “e-commerce”, a
definition is first required which distinguishes e-commerce
from other, similar topics. However, literature has been slow
to provide a uniform definition to date. The terms defined in
the following serve as a basis and common understanding for
cooperation, at least in the context of GS1 Switzerland. Exist-
ing activities of GS1 Switzerland and GS1 global relating to
these topics are also described in this section.

3.1. E-business

E-business comprises all forms of electronic business process-
es. It encompasses in-house business processes of companies
as well as intercompany supply chain management process-
es. GS1 Switzerland’s e-business advisory committee is an ex-
pert committee made up of representatives from retail and
the consumer goods industry. The committee deals with the
use and practical application of GS1 standards in electronic
business messages (with a focus on B2B). Its responsibilities
include promoting connections based on electronic data in-
terchange (EDI) incl. master data, which are aimed at exploit-
ing the potential of all companies involved in the relevant
processes.

3.2. E-commerce

While e-business comprises all forms of electronic business
processes, e-commerce only encompasses commercial trans-
actions involving goods and services that are conducted via
electronic media. On this basis, e-commerce is considered to
be a sub-segment of e-business. Most definitions leave open
the question as to who may feature as customer in such trans-
actions — consumers, other companies, public sector organi-
sations or employees. With the aim of defining the term as
accurately as possible, e-commerce in this document refers
exclusively to commercial transactions between companies
and consumers (B2C) involving physical goods and services.

3.3. Mobile commerce

Mobile terminals and devices are used in retailing goods and
services via electronic media as well as in connection with in-
store purchases. In the context of e-commerce, the first of
these two types of mobile commerce is particularly relevant.
To this extent, the retailing of goods and services via mobile
devices represents a sub-segment of e-commerce and has re-
mained a strong trend since the explosive breakthrough of
mobile Internet usage in 2010. It is generally expected that
e-commerce will continue to be boosted by mobile devices
which offer Internet access. To meet consumer demand in
terms of mobile use, many companies have developed rele-
vant apps and websites. However, the countless platforms,
each of which with its own life cycle, are associated with high
initial costs and maintenance expenses. This is likely to be the
main reason for some companies already withdrawing their
apps again to focus solely on making mobile versions of their
websites available.

Figure 1: The sub-segments of e-business

m m Customers

Supply chain Customer relationship
management management

(Source: German Wikipedia 2013)
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The GS1 Global Office has set up the
Mobile Com/B2C group, which already
published a white paper on mobile
commerce in 2008 to identify potential
uses of GS1 standards. Building on
that white paper, numerous publica-
tions have been issued in recent years,
most of which have focused on possible
applications for GS1 solutions in the
segment of extended packaging. With
its iGepir app, GS1 Switzerland also has
activities relating to extended packag-
ing and is involved in the global
GS1 initiative for developing a trusted
source database (cf. 7.4. Trusted source
of data).

FEE bR
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4. Types of online retail and market players

The advent of the Internet has fundamentally changed com-
merce in goods and services. For example, e-commerce has
significantly lowered market entry barriers and this in turn
has resulted in both new competitors and different business
models. Today, various types of online retail are evident,
which reflect the trading relationship between companies
and end consumers (B2C). What essentially differentiates
these types of online retail is the party which appears as the
retailer. The different types are described below and then
summarised and illustrated in a figure.

Pure onlineretail

Pure online retailers, or pure players, only have Internet-based
activities and do not maintain their own bricks-and-mortar
stores (e.g. Zalando). In this segment, new business models
are currently being developed, which would be impossible to
implement based on fixed-location shops and via mail order.
Some of these models achieve high sales within a short peri-
od of time. In particular, the two innovative types of opera-
tions below are worth mentioning in this context:

> Single-product shopping: a single product is offered at a
particularly affordable price for a short time (generally
24 hours). Since only one product is offered, the provider
benefits from a substantial volume being sold and is able
to pass on the associated price advantages directly to
consumers.

In short, this concept may be described as follows: one
day, one product, one aggressive price. Pure online
retailers who use this business model in Switzerland
include Brack Electronics with their website daydeal.ch
and QoQa Services AG at qoga.ch.

> Exclusive shopping clubs: shopping clubs sell branded
goods of certain manufacturers in special offer campaigns.
Everything is available, from fashion to shoes, toys and
household goods. However, only registered members can
shop via such clubs. Anyone wishing to become a member
must register with the relevant website or, in some cases,
be recommended by a registered user. The first Swiss
shopping club was set up in 2007 with the name eboutic.
ch. In the meantime, it has been joined by other market
players such as fashionfriends.ch and myprivateboutique.ch.

Cooperation-based online retail

In cooperation-based online retail, several retailers join forces
to create a joint e-store brand based on a cooperation agree-
ment. This will often be a sector-specific solution in the form
of a portal. A good example is German Internet platform
Dawanda, on which sole traders and micro enterprises offer
products and services that are specific to their trade. Rather
than mass products, personalised, tailored and handmade
products are sold. Alongside such sector solutions, another
option is to establish an individual yet fully integrated online
shop on eBay or with Amazon. This is relatively easy to do and
a quick solution. With this type, retailers profit in particular
from awareness and the mass advertising campaigns of these
two trading platforms as well as the trust consumers place in
them.

Multi-channel retail

In an initial phase of online retail, many companies exclusive-
ly focused on the Internet as sales channel. At the same time,
many traditional retailers viewed this trend rather critically
and continued to concentrate only on the tried and tested
business model based on bricks-and-mortar stores. However,
meanwhile the borders between location-based and online
retail have almost disappeared and a large number of differ-
ent multi-channel systems exist. The distinguishing feature of
multi-channel systems is that they make at least two different
sales channels available to consumers for buying the desired
product, one of which is the Internet. Typical examples of
Swiss companies with a multi-channel strategy include Mi-
gros with LeShop and Coop with coop@home. In addition to
the companies which operate various sales channels along-
side each other as separate entities, an increasing number of
companies are now linking different sales channels. The com-
bination of bricks-and-mortar stores and Internet selling rep-
resents the most complex form of online retail, since these
two sales channels have very different requirements. Due to
the diversity, it is all the more important to coordinate the dif-
ferent channels in terms of the product range provided, pric-
es and service. The sales channels must be carefully aligned.
In this connection, the term cross-channel management is
used alongside multi-channel management.

The term cross-channel management highlights the fact that
it is often advisable to coordinate different sales channels
and/or product ranges. A typical example of consistent cross-
channel management is Migros subsidiary Ex Libris. Manor
and bonprix should also be mentioned in this context, and
there are many more examples.
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Hybrid online retail

In hybrid online retail, products are always despatched and
delivered after being ordered via either mail order or on the
website. Many of the strengths of traditional mail order opera-
tions (logistics, merchandise management, product range and
CRM capabilities) transfer relatively easily to the Internet sales
channel.

Unlike bricks-and-mortar retailers, mail order companies ben-
efit from the fact that their in-house systems are already
geared to distance selling. Consequently, all that is required
for online retail is the development of a new presentation
channel (front end).

Mail order companies with online sales in addition to their
catalogue-based business are not therefore multi-channel re-

Logistics represent a
major challenge in

the integration of various
sales channels.

> For more information, visit www.gs1.ch 10
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tailers. As distance sellers, they simply have hybrid online sales
activities. Typical examples of companies with hybrid online
retail operations include Swiss mail order company Acker-
mann-Versand and French fashion and mail order company La
Redoute. The latter also has a subsidiary in Switzerland.

Verticalised online retail

The term “verticalisation” describes the integration of up-
stream and downstream stages in the supply chain process.

A verticalised company dispenses with the traditional division
of labour and aims to control the supply chain to the greatest
possible extent, including selling to consumers.

Verticalised companies directly influence product develop-
ment, product range selection and distribution. Today, the
trend towards verticalisation is evident in many sectors of the
economy, and a growing number of companies are utilising
online retail as a verticalisation tool. In other words, they have
verticalised online retail activities (e.g. Apple, Esprit etc.). The
structure based on a division of labour between industry and

11




retail, which developed over many
decades, is increasingly coming under
pressure as it is no longer in a position
to optimally meet consumer needs. In
this respect, verticalised providers have
the edge over traditional forms of retail
and are better placed to manage prod-
uct availability and the presentation
of their products as well as generate
stronger brand identification. In the
food industry, Nespresso, in particular,
has shown how verticalisation works.

White paper on e-commerce (B2C) | GS1 Switzerland

Nespresso's coffee capsules are largely sold in the company’s
own stores and online, circumventing general retail altogeth-
er. This enables Nespresso to avoid the retail margin while at
the same time maintaining a direct relationship with its end
customers. However, the newest representatives of vertical-
ised online retail are retailers who directly involve consumers
in product design by means of product configuration (mass
customisation) and co-design options (open innovation). In
this connection it is worth noting, for example, that Nike uses
a mass customisation approach called NikelD. On the NikelD
website at www.nikeid.com, customers have the option of
selecting product specifications according to their own ideas
and triggering the manufacturing of their personalised Nike
product when they place their order. This means that the cus-
tomer is involved in product specification and consequently
included in the value-creation process.

Figure 2: Types of online retail with examples from Switzerland and abroad '

Types of

online retail

Pure online Cooperation-based Multi-channel Hybrid Verticalised
retail online retail retail online retail online retail

Zalando, DayDeal,
QoQa, Eboutic, Dawanda,

eBay, Amazon

Fashion Friends,
My Private Boutique

"This is not an exhaustive presentation.

LeShop,

Ackermann-Versand, Apple, Esprit,

Nespresso, NikelD

coop@home,

Ex Libris,bonprix LB lFEeeris

(Source: GS1 Switzerland based on Heinemann & Haug 2010)

> For more information, visit www.gs1.ch
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5.Impact of e-commerce on the supply chain
and demand side functions in retail

The Internet is producing new business models and also lead-
ing to changes in retail supply chains. These changes impact
to a far greater extent than the new business models. Devel-
opments in recent years have largely made it possible to sep-
arate the various supply chain stages in consumer goods
retail. Originally, the Internet simply provided product and
price transparency. However, today all supply chain stages
can be decoupled from retail and delivered by specialists or
consumers themselves.

As a platform on which experts optimise the flows of goods
and information, GS1 Switzerland aims to structure supply
chains as efficiently as possible on the basis of global GS1
standards and processes. Changes in retail supply chains are
therefore of significant interest to GS1 Switzerland and close-
ly observed by the organisation. Ultimately, these changes
impact on collaboration along the supply chain and therefore
also on the standards and processes required. GS1 Switzer-
land intends to support market players with suitable solu-
tions and advice on implementation in the era of e-commerce,
using uniform GS1 standards to deliver automated and sim-
pler process models along the supply chain.

To achieve this, changes in the retail supply chain are first
highlighted on the basis of the five supply chain and demand
side functions which retailers traditionally fulfil.

5.1. Product range

The retailer’s role with regard to the product range is to select
suitable products on the basis of his target group knowledge,
which he then sells to his customers. This type of product range
is called retailer-centric, since the retailer himself gathers infor-
mation about target group preferences, and product range
responsibility solely falls on the retailer in many sectors and
most cases. For consumers, the advantage of the retailer assum-
ing responsibility for the product range is that consumers only
need to visit a few stores, which reduces their transaction costs.

Figure 3: Supply chain and demand side functions in retail

Collection

Credit function
Advance
financing
Creditworthiness
check

Risk reduction

Ascertain
demand
Select product
range

Put together

Develop,

assess and
distribute
information
about products,
customers and
competitors
Call centre

products
Make alternatives
available

(Source: GS1 Switzerland based on Peters, Albers & Schéfers 2008)
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In e-commerce, product range selection
also plays a key role. However, the arrival of
the Internet has changed the retailer's
product range responsibility in many ways.
For example, the previously anonymous
target group related product ranges of
bricks-and-mortar stores evolved at an
early stage into individualised product ranges of online retail-
ers. Based on previous purchases and the click-through behav-
iour of customers, retailers are able to display very specific prod-
uct ranges for narrowly defined target groups on their websites.
This may even be an individual consumer-specific product
selection. Such a level of individualisation facilitates almost
unlimited online product ranges — which are known as long-tail
product ranges — without this increasing search costs for con-
sumers. In view of the fact that space restrictions are far less
important in e-commerce than for high street stores, the num-
ber of items and/or online product ranges are unlimited. In
addition to their own product range, retailers may also offer
items they themselves do not stock. All they need to do this is a
data set. The separation of warehousing and product range
means that today, specific product ranges are no longer linked
to a particular retailer. Instead, different retailers may easily offer
such product ranges. Accordingly, retail companies have already
partly surrendered their traditional product range responsibility
for target groups. In future, this role is increasingly set to be
taken on by consumers themselves via social networks, reviews,
forums and blogs, which will produce consumer-centric prod-
uct ranges.

With regard to the traditional product range responsibility in
retail, an additional challenge or opportunity arises in con-
nection with the more widespread individualisation of prod-
ucts and services. Consumers are increasingly assuming the
role of co-producer, with co-production already encompass-
ing many different segments (cf. verticalised online retail).
Web-based organisation of such innovative and individual

Guarantees/
warranties
Installation of
products
Repair service

Transport of
products
Splitting large
lots

Distribution to

customers
Interim
warehousing

Exchange and
returns

Entertainment
Social contact



production processes is more efficient than in stationary re-
tail. The expenditure for manufacturing products based on
individual specifications has been massively reduced by the
Internet. As a result, such products are becoming more and
more important.

However, the active role of consumers is not limited to pro-
duction. Amazon and eBay have impressively shown that con-
sumers themselves are also happy to act as retailers and/or
compile product ranges.

5.2. Customer advice

The information and advisory role can
‘ also increasingly be separated from retail.
.,“ As information is not necessarily linked to
\ the act of buying products, it is easy to
‘ decouple these two retail functions. On
the Internet, the information and adviso-
ry function is primarily fulfilled by the
recommendation engines of retailers (e.g. Amazon), inde-
pendent price comparison sites (e.g. guenstiger.de) and
consumer information sites that provide information about
the quality of products (e.g. testeo.de). Consumers use these
sites extensively.
Online retailers like Amazon integrated recommendation
engines into their product ranges from an early stage. Rec-
ommendations are based on the individual customer’s buy-
ing history with Amazon and the similarity of the relevant
purchases to those of other Amazon customers, often supple-
mented during that specific visit to the store by data based on
the click-through behaviour of the customer buying. Such
recommendation engines are very successful and enable a
targeted search for products from the vast online offering as
well as to browse categories.
Alongside the information and advisory options mentioned,
customer reviews of products and retailers also heavily influ-
ence the buying behaviour of other potential customers.
Reviews have become indispensable for online shops. How-
ever, such reviews are also increasingly impacting on bricks-
and-mortar retailers, because alongside product reviews cus-
tomers also provide reviews of retailers online and comments
(e.g. on reliability, customer services and services in general).
The influence of customers has therefore strengthened sig-
nificantly and negative reviews will often result in potential
customers avoiding the store. However, positive experiences
are also shared on the Internet and others will buy as a result.
Enthusiastic customers have become the most powerful mar-
keting lever. The “Coop kids”are an impressive example. Given
that retailer Coop has been very cautious about becoming
active on social media sites, some Coop fans independently

> For more information, visit www.gs1.ch
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launched a social media account for the Coop brand. Today,
the Coop kids have more followers on Twitter than Coop’s of-
ficial digital presence: Coop itself has approx. 500 followers,
whereas the Coop kids have more than double that figure
with around 1,200 followers.

5.3. Payment processing

With regard to financial transactions, a
separation from retail is also evident with
a shift towards specialists. The majority of
online transactions are now processed
via credit card companies or PayPal
and similar organisations. Another very
common payment method in Switzer-
land is delivery with invoice. Although this type of payment
is unpopular with retailers, it is a popular customer service
and therefore likely to be retained as a payment option in the
future. Overall, it can be stated that while it is possible for e-
commerce providers to set themselves up with a contempo-
rary and professional payment processing system, substantial
differentiation from competitors is virtually impossible.

5.4. Physical distribution

Numerous logistics services providers
have meanwhile specialised in the requi-
rements of e-commerce. This has resulted
in an independent growth industry with-
in the logistics sector. Retail itself has
supported the development, because
both retailers and manufacturers have
increasingly outsourced their logistics to third parties over
time.
In the consumer electronics sector, for example, logistics ser-
vices providers have taken on the processing of third party
delivery to e-commerce end customers. Conversely, logistics
are among the key operating tasks in e-commerce for certain
retailers in other sectors, such as the food industry.
Logistics performance in terms of reliability and the “last mile
(cf. 7.2. The last mile) is decisive in ensuring customer satisf-
action.
Error tolerance among consumers is very low. In particular, it
is crucial to avoid mistakes in first-time deliveries to new cus-
tomers. It should be borne in mind in this context that fresh
produce, for example from LeShop and coop@home, is deliv-
ered to consumers’ front doors and it must be ensured that
products remain chilled along the entire supply chain right
up to the customer. This service requires a high level of trust
from customers. In contrast, products such as books and

”
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DVDs are standardised and far less critical from a logistics
point of view.

Another challenge that arises for the supply chain in connec-
tion with e-commerce relates to the immediate availability of
products in store. Immediate availability is a major advantage
of purchases made in store. Cross-channel retailers enhance
this advantage by giving customers the option of checking
online whether and in which store a certain product is listed
and currently in stock (e.g. Ikea). As far as home deliveries are
concerned, pure e-commerce players have set a high bench-
mark. Goods will often be delivered just a few days after the
customer has placed an order. The latest trend is same-day
delivery and/or the option of selecting delivery within a spe-
cific time slot. Although customers are willing to accept short
waiting times for certain product groups, the fastest possible
availability of goods is particularly important in food retail,
where consumers expect delivery on the same day they place
an order. Many sectors are not yet in a position to keep up
with this speed. The high level of expenditure required to set
up a suitable logistics system is frequently seen as one of the
main reasons for manufacturers and providers of branded
goods adopting a cautious approach to direct sales via the
Internet.

5.5. Services

Services include installation and re-
pairs, product returns, warranty-related
matters and replacement services. Un-
like bricks-and-mortar retail, call cen-
tres are the key point of contact for cus-
tomers and in many cases the only
option available. On the one hand, call
centres provide information. However,
on the other hand, they are also respon-
sible for coordinating services and for
complaints management.

With regard to the concrete implemen-
tation and/or processing of services,
they are sometimes outsourced to sub-
companies or directly handled by the
manufacturer. Especially when it comes
to processing services under warranty
and replacement services, two different
pathways appear to be emerging at
present. Warranty services for high-
value products such as laptops and TV
sets are increasingly organised on a
centralised basis for reasons of efficien-
cy, i.e. regardless of where the item was

> For more information, visit www.gs1.ch
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purchased. The retailer only remains the
point of contact for providing services
under warranty that relate to products of
a lower value. Accordingly, services deliv-
ered in connection with expensive prod-
ucts are always separate from retail and as
a result, customers’loyalty to their trading

partner is reduced.

An e-commerce-specific challenge in connection with services
relates to accepting goods returned because the customer did
not like the item, with the fashion industry facing particularly
high return rates. The lack of sensory perception coupled with
non-standardised clothing and shoe sizes mean that the in-
dustry is forced to accept returns in this sector as a practically
inevitable element of business. Consequently, trying on and
returning ordered items are made easy for customers. Online
retailers are currently debating exactly how easy the return of
goods should be made for customers. Shoe and fashion online
store Zalando achieved a rapid increase in sales and market
share when it first opened. However, the company also record-
ed higher losses. The renewed sorting and repacking of goods
is costing Zalando a lot of money. According to sector esti-
mates, up to 70% of shoes and items of clothing ordered from
Zalando are returned. Retail experts have assessed this return
rate as very high, considering that the sector otherwise typi-
cally records a return rate of max. 50%. The fact that P+P on all
orders and returns are free means that the click on the order
button is becoming a purchase in fewer and fewer cases and
instead increasingly represents a simple request to see a pro-
duct.
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6. Impact of e-commerce
on customer behaviour in retail

As mentioned in the introduction, technological upgrading is
taking place on both the consumer and enterprise sides. In
addition to the direct impact of the Internet on supply chain
functions in retail, the Internet has also brought about major
changes in the buying process of customers. Customer be-
haviour is contributing to permanent changes in retail. The
difference between the traditional buying process and the
new online shopping process is explained in detail in this sec-
tion. However, in terms of aims there is no difference between
the online channel and bricks-and-mortar businesses. Both
online and offline, the central objective of customers is to find
a product which optimally meets their needs.

The traditional buying process in offline selling presumes
that customers are aware of their needs, whereby both inter-
nal (e.g. feeling hungry) and external (e.g. advertising) stimuli
may play a role. As a rule, the next step is for customers to
select the provider who they believe will offer the most suit-
able product range. On site, the customer then selects the
product which best meets his needs. For this purpose, he
obtains an overview of the products included in the retailer’s
range, assesses products based on the available information
and then makes a choice. Finally, the customer buys the prod-
uct selected. In this process, the customer first chooses the
retailer and only makes a decision about the product once in
store. In most cases, the point of decision and point of sale are
therefore identical in the traditional buying process.

The Internet has significantly changed the traditional deci-
sion-making process in shopping, as described above. On the
one hand, the Internet makes it possible for customers to
obtain any product relatively quickly and easily and on the

Figure 4: The traditional buying process
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(Source: GS1 Switzerland based on the GS1 Report 2012 and
Heinemann & Haug 2010)
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other, customers find comprehensive information online on
which to base their purchases. Product selection is far more
systematically supported by detailed product information,
test reports and customer reviews than would be possible on
the basis of advice provided by the retailer in store (cf. 5.2.
Customer advice).

In detail, the new online buying process involves customers
- once they are aware of their needs - selecting the product
which meets their needs on the Internet. To this end, they
obtain an overview of the possible products, compare them
based on the information available online and finally make
the decision to buy. Only then will customers select the
retailer from whom they intend to buy the product, whereby
price represents a key criterion.

Individual retailers tend to be less important in the online
buying process, and their role vis-a-vis customers is primarily
that of being the point of sale. At the same time, the Internet
has substantially gained in importance as point of decision.
Finding accurate information offers the greatest benefit to
customers and has become the most valuable stage of the
buying process.

Even if the actual product is then bought offline, the majority
of consumers believe that the Internet is the most credible
medium for preparing a purchasing decision. Consequently,
information is often obtained via a different channel to the
channel through which a product is bought. This is known as
the ROPO effect (research online — purchase offline). Recent-
ly, the ROPO effect has been countered by the trend towards
showrooming. This means that consumers only visit a bricks-
and-mortar store to look at products and/or try them on and
possibly get advice from a specialist. Once they have found a
suitable product, they scan the relevant bar code with their
smartphone and subsequently buy the goods online from the
cheapest provider. Some retailers have already introduced a
prohibition to take photographs in their stores while expand-
ing their e-commerce activities at the same time, in order to
counter the decline in sales.

Electronics retailer Digitec already opted for striking a bal-
ance between online shop and traditional store in 2007 and
now has eight showrooms. This gives consumers the opportu-
nity to look at products before buying as well as obtaining
advice from staff. The showrooms also maintain their own
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warehouses, where the most popular products are stocked for
immediate purchase at the particular site. In addition, all
goods ordered from the online store can be delivered from
the warehouse for collection in the showroom on request.
Optimum channel coordination on the part of retailers is
therefore vital when dealing with the ROPO effect and show-
rooming, because consumers increasingly combine different
channels depending on the situation in each case.

Figure 5: The new online buying process
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(Source: GS1 Switzerland based on the GS1 Report 2012 and
Heinemann & Haug 2010)

The market opportunities
arising from e-commerce
are accompanied by the risk
of a high return rate.

> For more information, visit www.gs1.ch
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7. Derived areas of action for GS1 Switzerland

More than just a new sales and shopping channel for retail
companies and customers respectively, the Internet has rede-
fined commerce as a whole. The rigid system comprising
manufacturers, retailers and consumers is increasingly com-
ing under pressure. By facilitating innovation regarding spe-
cific supply chain functions and considerably expanding the
possibilities for specialisation and division of labour, the Inter-
net is making a significant contribution to change. Supply
chain functions which originally belonged together can now
be separated and, in some cases, brought together in new
combinations. Today, the big challenge and/or opportunity
for retailers, manufacturers and services providers therefore
consists in continuously reviewing their own set of supply
chain functions and redefining it if necessary. Commercial
concepts may combine standardised and innovative supply
chain functions. Consequently, numerous different types of
online retail exist (cf. 4. Types of online retail). It is important
that retailers consider the Internet as more than just a sales
channel. The retail concept they select must offer consumers
genuine value added in the long term.

The changes highlighted in the supply chain within the retail
sector are particularly important to GS1 Switzerland, because
they impact on the standards and solutions which support
the implementation of supply chain functions at operational
level. If the various supply chain tasks in retail are separated, it
becomes all the more necessary to rely on uniform standards
and solutions. Only uniform standards and solutions make it
possible to combine supply chain functions flexibly, thereby
creating innovative retail concepts. For this purpose, GS1
Switzerland will be developing manuals, recommendations
and tools in the coming years, which respond to the particular
features and latest trends in e-commerce. GS1 Switzerland
will primarily focus on issues relating to physical distribution
(cross-channel logistics and the last mile), product range
selection (category management), verified customer informa-
tion (trusted source of data) and services (returns), covering
four of the five supply chain functions in retail. Although GS1
Switzerland is very actively examining standardised payment
processing in the B2B segment as part of e-business, B2C pay-
ment processing has not been a focus of GS1 Switzerland’s
work to date. However, developments driven forward by near
field communication (NFC) technology in connection with
mobile commerce and mobile payments are carefully being
observed. If the requirement arises, GS1 Switzerland will
adopt an active role in this field.

In the following, the key issues considered by GS1 Switzerland
in relation to e-commerce are described in more detail. Some
topics have already been analysed and initial results are
expected shortly. Other topics will need to be examined en-
tirely and/or adapted to respond to circumstances that are
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specific to e-commerce. All of the key issues have in common
that they are core competences of GS1 Switzerland. Accord-
ingly, the association can rely on well-founded knowledge
when developing manuals, recommendations and tools.

An important aspect is to ensure that what has been achieved
so far with the GS1 System and processes is not lost in the age
of e-commerce. Instead, the aim must be to develop them
further in line with new requirements and with the involve-
ment of new market players. This will provide commercial
players with actual support in implementing their specific re-
tail concept to ensure that supply chains continue to be struc-
tured as efficiently and effectively as possible in the future.

7.1. Cross-channel logistics

As mentioned in section 4 above, the bor-
ders between location-based and online
retail have almost disappeared and a
large number of different multi-channel
systems exist. Optimum channel coordi-

0™ 0

nation on the part of retailers is vital. This

is the only way to facilitate individual
combination of the various channels to offer consumers gen-
uine value added. These changed market requirements have
already prompted some companies to combine their corpo-
rate structures, such as purchasing, marketing, IT and custom-
er services, and support all channels simultaneously. In this
context, logistics are also very important. They represent a
major challenge in terms of networking the various channels.
Cross-channel logistics must process very different order vol-
umes, including ensuring store delivery on the one hand and
on the other, handling the many individual orders from end
customers. In addition, deliveries to end customers are rela-
tively difficult to plan compared with store deliveries and
must be prompt. Finally, the complexity of integrating cross-
channel logistics into the existing technological and physical
infrastructure should not be underestimated. In terms of pro-
cesses, it must carefully be planned. Relevant aspects include
consignment, for example, given that individual consignment
is associated with a far more complex consignment process
and may even require additional consignment warehouses or
adjusting the packaging of retail and consumer units.

Goods flows also need to be reviewed when cross-channel
logistics are introduced and adapted if necessary. It is con-
ceivable that third party delivery (direct delivery from the
manufacturer to the retailer’s customer) and cross-docking
(goods ordered in advance by the supplier) will become
increasingly important.

In summary it can be said that cooperation between market
players is indispensable to achieve cost-effective cross-chan-
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nel logistics. For this purpose, the expanded supply chain
must be taken into account in any considerations, and effi-
cient standard processes and the capability to optimise the
supply chain are needed. In future process recommendations,
GS1 Switzerland will respond to an even greater extent to
changing market conditions and new business models. On
request, GS1 Switzerland also provides implementation sup-
port, which makes it possible to deal with individual technical
and physical infrastructure issues. The aim is to achieve cross-
channel logistics that seamlessly integrate with existing GS1
standards and solutions.

7.2.The last mile

In power and gas supply as well as telecommunications net-
works, the term “last mile” refers to the final leg of the network

> For more information, visit www.gs1.ch

and in logistics, the final section of the route to the customer.
In connection with e-commerce, the last mile is particularly
relevant with regard to logistics and will therefore represent a
focal point for GS1 Switzerland in the coming years.

In concrete terms, this relates to the period of time within
which a consignment or parcel leaves the transport network
and is handed over to the final recipient. While only relatively
short distances are usually covered at this final stage of deliv-
ery, they produce disproportionately high costs. As part of
transport processing, this last mile is therefore often the most
expensive. This fact is due to the small delivery volume, which
frequently comprises no more than one customer order, as
well as the numerous delivery points, with every consign-
ment being taken to a different delivery address. It is there-
fore difficult to combine goods deliveries on the last part of
the route.
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Many courier, express and parcel services
(CEP) have therefore developed new con-
cepts for organising the last mile in the
past few years. As part of this undertak-
ing, two corporate developments should
be noted in particular, which are outlined
in the following:

> The Internet changes habits. Consumers buy online and

more and more often receive deliveries from other
consumers (e.g. as a result of purchases on eBay) in
addition to companies. Alongside the increase in the
number of parcels, this also results in a rise in the number
of returns which is overproportional (cf. 7.5. Returns).
Today, consumers are used to buying on the Internet
around the clock. Although ordering is possible anytime
and the order can immediately be triggered, delivery
happens with a substantial delay and within a rigid time
slot in most cases. Yet, consumers increasingly demand the
same ease in the delivery and receipt of parcels that they
already know from the order process.

> The number of single households is rising, especially in
urban areas. Unsuccessful delivery attempts to private
customers are therefore becoming more frequent. Often,
the logistics services provider will find that nobody is in at
the delivery address and not all employers allow their
employees to take delivery of private parcels at work.

In summary it is possible to state that in view of the growing
number of parcels despatched to private customers and the
increasing share of unsuccessful delivery attempts, develop-
ing a more efficient and effective structure for the last mile of
the process has become necessary. GS1 Switzerland is able to
intervene in the process of finding a solution by providing
support and promoting the use of suitable means and meth-
ods. At the GS1 Switzerland round table, uniform standards
and solutions are developed based on consensus, which are
then documented and promoted in the market. This facili-
tates networking among commercial partners and a coopera-
tion-based approach to improving business processes relat-
ing to the last mile.

7.3. Category management

The traditional category management process has largely
evolved in recent years to become the standard process in the
Swiss consumer goods industry. An eight-step process forms
the basis for GS1 Switzerland’s services in this segment. It is
supported by the ECR Demand Side manual published by GS1
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Switzerland, which contains practical ex-
amples, help with interpretation, work-
sheets and templates. Furthermore, the
training course for obtaining a certificate
as ECR Category Manager is provided in
cooperation with Schweizerisches Insti-
tut fr Unternehmensschulung (SIU, the
Swiss Institute for Corporate Training). The course is also
based on the eight-step process and conveys the knowledge
required for professionally managing product categories to
participants. GS1 Switzerland’s expertise in category manage-
ment is to be expanded in the coming years, in particular by

increasingly including the online channel alongside offline
selling in considerations relating to category management. In
online retail, conditions for structuring product ranges differ
from those in location-based selling. Online retail theoreti-
cally provides unlimited product variety, as there are no
restrictions in terms of space and time. For category mana-
gement, this produces entirely new possibilities, since tradi-
tional category management has always been geared to retail
via bricks-and-mortar stores. In digital category management,
an individual and customer-specific combination of catego-
ries is possible, because products only need to be visualised
rather than actually available in the virtual dimension during
the buying process. Using both the in-store and digital sales
channels enables retail companies to combine the opportuni-
ties offered by traditional category management with those
of digital category management.

Companies receive detailed customer data when an order is
placed online, which can then be used as part of traditional
category management. The eight-step process offers a practi-
cal basis. However, it needs to be reviewed by GS1 Switzer-
land against the backdrop of the specific conditions of e-com-
merce and adapted accordingly.

7.4. Trusted source of data

In parallel with the changes occurring in
the retail supply chain, major changes
have been observed in the buying pro-
cess of customers. With the importance of
the Internet as a sales channel increasing,
the demand for high-quality digital infor-
mation to support consumers when shop-
ping is rising to the same extent. Consumers are increasingly
using product information, test reports and customer reviews
they obtain online for making a purchasing decision (cf. 5.2.
Customer advice). The consequences for retail are far-reach-
ing, especially given that new technology is driving this trend

forward. Providing potential customers with objective and re-



liable information is therefore becoming ever more important
for brand owners and retailers. In addition, EU Regulation
1169/2011 on the provision of food information to consumers
will promptly be implemented in Swiss food legislation on 13
December 2014 as part of autonomous re-enactment. The
main aim of the regulation is to provide consumers with com-
prehensive information about the nutritional values of food,
with the regulation also affecting sales of pre-packed food on
the Internet. These changes are likely to result in many online
retailers stipulating stringent requirements for legal reasons in
the near future regarding the quality of the data relating to
products.

Figure 6: GS1 B2C trusted source of data (TSD)
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Brand owners will need to find ways to fulfil the requirements
effectively. To meet the requirements of EU Regulation
1169/2011 and consumers’ need for high-quality information,
GS1 proposes to set up a joint, neutral database. It will enable
brand owners to communicate digital product information to
retailers, app providers etc. This data from a trusted source can
then be used by consumers via Internet compatible devices
(smartphones, tablets, laptops etc.)

As part of its e-commerce strategy, GS1 Switzerland is promot-
ing the setting up of such a trusted source database and is a
member of the international GS1 B2C Trusted Source of Data
working group. Implementation of the prototype started in
Switzerland during the first quarter of 2013. To give members

> For more information, visit www.gs1.ch
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a platform for becoming involved in the implementation and
further development of the database, a permanent national
working group was formed. In an initial phase, GS1 Trusted
Source of Data will focus on basic, descriptive product infor-
mation and a limited amount of nutritional information on
pre-packed food and beverages. Much of this data is already
exchanged today in the B2B segment via the GS1 global data
synchronisation network (GDSN). It will therefore be possible
to use tried and tested systems, so that brand owners will not
be incurring unnecessary additional expenses.
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7.5. Returns

Survey findings prove that goods bought on the Internet are
returned far more often than items selected in-store. The fash-
ion industry, in particular, faces a high return rate as customers
frequently order several items for selection. This circumstance
is caused by the fact that in e-commerce touching and trying
on goods only takes place in the customer’s home once the
items have been delivered, whereas in store-based retail this
process takes place prior to the actual purchase. Market op-
portunities arising from e-commerce are therefore accompa-
nied by the risk of an increase in the number of returns. The
growing importance of e-commerce and the associated rising
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return rate represent major challenges for many market play-
ers in terms of processing customers’ return consignments at
the logistics level. Returns processing is a staff-intensive
matter and this is reflected to a significant extent in logistics
expenses. In addition, today’s customers expect to be able to
return goods purchased anytime. In response to these expec-
tations, companies are generally very accommodating when it
comes to the time frame for accepting returns. As a service
provided to customers, returns processing currently is a deci-
sive competitive factor and is used more and more often as a
tool to promote customer loyalty.

measures, it is important to recognise that returns will never
be cost-effective. Accordingly, alongside optimising returns
processing every company should also aim to reduce the re-
turn rate. A starting point in this process is to avoid mistakes in
despatch and the delivery of goods as well as ensuring that
the presentation of goods on the Internet comes as close to
reality as possible.

In this context, the question arises as to who should bear the
costs of returns processing. The findings of the survey con-
ducted by the Fraunhof Institute point to the majority of com-
panies incurring the cost of returns processing rather than
passing it on to customers.

Today, efficient returns management is an important argu-
ment in favour of customers’long-term loyalty to a company. It
also represents an opportunity for increasing a company’s op-
erational efficiency. However, considerable differences exist in
how long returns processing takes. This suggests that compa-
nies do not yet use standardised returns processes at present.
Although many companies have recognised the substantial
potential offered by the correct handling of returns, efficient
returns processes are not easy to implement. Possible meth-
ods forimproving the flow of materials and information as well
as minimising errors include using uniform standards and
clear process definitions like those GS1 Switzerland makes
available on the basis of the GS1 System and its collaborative
approach. Although GS1 Switzerland will support the optimi-
sation of returns processing in the coming years with suitable
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8. Conclusion

This white paper started with the statement that technologi-
cal upgrading is taking place on both the consumer and en-
terprise sides. However, it has emerged that e-commerce
comprises considerably more than mere technological up-
grading and cannot therefore be reduced simply to adding a
further sales and shopping channel in the context of modern
communications technology. All the processes which previ-
ously applied in retail have been redefined by e-commerce,
with extensive impact. New technology is not only providing
consumers with additional tools for their shopping. These
tools also decisively influence the structure of the entire
shopping process. The same applies to companies whose tra-
ditional retail concepts are opened up by e-commerce. As a
result, they now have the opportunity of combining their own
set of supply chain functions while having to define the asso-
ciated processes. New technologies should therefore never
be considered in isolation, but always in the context of the
effects they have at process level and on the immediate
environment.

As a sector-neutral association, GS1 Switzerland is committed
to a process-based approach as part of its activities, with the
aim of increasing the quality, safety and availability of prod-
ucts and services. This benefits all companies involved and
consumers. Consequently, GS1 Switzerland also addresses
the topic of e-commerce from the perspective of processes
rather than being led by technology-driven hype. The areas of
action defined in this white paper will provide important
guidelines for GS1 Switzerland’s activities in the coming years.
They will help companies to take adequate account of pro-
cesses as part of e-commerce alongside the obvious techno-
logical aspects.

> For more information, visit www.gs1.ch
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9. Glossary

Term

Electronic data interchange (EDI)

Extended packaging

Global data synchronisation
network (GDSN)

iGepir

Long-tail product ranges

Near field communication (NFC)

The Consumer Goods Forum

Trusted source of data
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Definition

EDI is the electronic exchange of structured data, generally between companies, in
standardised and machine readable format that requires no manual intervention.The
aim is to achieve efficient communications with business partners and automated
processing of business messages.

Extended packaging makes use of the GS1 bar code. Using a mobile phone and bar
code scanning apps, consumers access additional product information that is not
provided on the packaging.

GDSN is an automated global network based on standards. It facilitates secure and
continuous data synchronisation using Internet technology. This makes it possible
for supply chain partners to exchange standardised master data and always illustrate
synchronised data on their systems.

Gepir stands for Global GS1 electronic party information registry and facilitates com-
pany searches in more than 102 countries worldwide. Over a million companies are
registered in this virtual GS1 directory. They all use the GS1 System for identification
of their products. With the iGepir app, smartphones can scan any bar code assigned
by GS1 to directly display the information relating to the holder of the relevant num-
ber.

The particular feature of long-tail product ranges is that they include many items
which are rarely requested alongside top sellers. Itis much easier to offer such exten-
sive product ranges online than in store, as the Internet removes space restrictions.
Considerably higher margins are often achieved with niche products than on top
sellers, and this generates higher profits for providers on the Internet.

NFCis aninternational transmission standard for contactless data exchange across
short distances. To date, this technology has mainly been used in solutions for cash-
less small-amount payments.

The world’s major food manufacturers and retailers have joined forces on the Con-
sumer Goods Forum. Among the members of this sector platform are global players
and companies operating at national level. On the Board, 25 CEOs each from retail
and industry have seats on an equal basis. Switzerland is represented by consumer
goods group and global leader Nestlé. The organisations headquartersisin

Paris, France, with regional representation in Washington D.C., USA, and Tokyo, Japan.

A global GST initiative is currently working on setting up a trusted source database,
via which manufacturers will be able to provide accurate product informationin a
consumer-friendly format. Access to the database will be via the Internet and mobile
devices.
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GS1 Switzerland
is the professional
association for
sustainable value
networks.

GS1 Switzerland
Langgassstrasse 21
CH-3012 Bern

T +4158 800 70 00
www.gs1.ch

Platform for expertise Build up networks to exchange experiences

Passing on expertise Transfer knowledge to increase expertise

Collaboration Promote cooperation to enhance added value

Standards Use standards to improve efficiency

Sustainability Think broadly to protect resources



