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SUMMARY
E-commerce is growing rapidly, along with consumer expectations.
Businesses are increasingly expected to be omnipresent and be able to
fulfil orders anywhere, any way, anytime. They need to be able to meet these
demands or will get left behind. To achieve this, amidst increasing global
disruptions, organisations need to invest in strengthening their supply chain
capabilities. E-commerce and supply chain can no longer operate under
separate functions but need to be more tightly integrated. To future-proof
themselves, businesses need to build resilience and optimise performance in
supply chains. They need to streamline their logistics and move their inventory
closer to consumers using distribution facilities located in urban areas.

INTRODUCTION
Over the past year, businesses
that were able to adapt survived
and some even thrived. As the
world stayed home and online,
e-commerce helped many
survive this rapid shift in the digital
economy. Many online retailers even
experienced a record year of sales.3
Studies show that the pandemic
has accelerated the shift away from
physical stores to online shopping
by about five years.4 This means that
businesses need to be delivering
2025’s customer experience today.
Organisations are using this moment
of immense change to improve
aspects of their business structure
and operations to build capabilities
for the future.5 Many are investing
significantly in cost structure
realignment in 2021 to defend and
advance competitive positions and
fund future growth opportunities.6
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To evolve and grow, businesses are
focusing on various priorities, including:
emerging technologies; product
innovation and merchandising;
customer experiences; resource
management; employee experience;
supply chain and logistics.
The most significant thing
businesses can do right now is to
invest in their supply chain capabilities
and streamline their logistics. Latest
reports show that Australian retailers
have been fast to grow their online
sales but many are struggling to
build supply chain capabilities and
meet fulfilment expectations from
customers.7 To meet consumers’
rising expectations and evolving
needs, a seamless end-to-end
experience is critical – partnerships
between retailers, supply chains
and logistics partners are more
important than ever before.
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This whitepaper discusses
how businesses can leverage
the acceleration of e-commerce
and future-proof themselves
by strengthening their supply
chain capabilities.
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E-COMMERCE AND
SUPPLY CHAINS
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GROWTH OF DIGITAL
AND E-COMMERCE
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RETAIL E-COMMERCE SALES WORLDWIDE
- % OF TOTAL RETAIL SALES MADE ONLINE

30

In 2020, worldwide
e-commerce sales grew
27.6%, with revenues
amounting to US$4.28
trillion. This is expected
to total US$4.89 trillion
in 2021 and projected to
grow to US$5.4 trillion
in 2022.
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E-commerce is now not just driven by convenience
but by necessity. With government lockdowns closing
brick-and-mortar stores, in-store shopping has often
been prohibited for safety reasons. Even with the
easing of restrictions, people have been avoiding instore shopping, taking precautions to social distance
and minimise contact with others. The global shift to
flexible working has also seen people spending more
time at home than ever before. The pandemic has
changed the way we interact with public spaces – we
are staying in and going online instead. Therefore,
having a digital presence is no longer an option
– it is essential for businesses to survive.
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91% of Australian retailers have a digital aspect to their
business12 and 70% have increased their investments in
their digital business as a result of COVID.13 Globally, 80%
of companies are allocating resources to improving their
e-commerce and shopping platforms.14 In this digital shift,
companies are increasingly using emerging technologies
like big data analytics, automation, artificial intelligence
(AI) and the Internet of Things (IoT) to optimise internal
operations, innovate customer experiences and
improve supply chain efficiencies.
In Australia, 82% of all Australian households (9 million
households) shopped online in 2020.15 In 2020, online
purchases grew by 57% YOY, with Australians spending
a record $50.5 billion online, up from $32.1 billion in 2019.16
As a percentage of total retail, in Australia, online sales
accounted for 16.3% – a figure we did not expect to see
until about 2023.17
These e-commerce trends are also true for B2B, not just
B2C. Growth in B2B online retail has been accelerated
by the rise in remote working and employees’ locations
becoming more decentralised. It is predicted that by
2025, 80% of B2B sales interactions between suppliers
and buyers will occur in digital channels.18 There will be
higher frequency of smaller order volumes as the speed
and convenience of e-commerce reduces the need to
source supplies in bulk.19
According to a 2021 report, Australian retailers have been
fast to grow online sales but are experiencing challenges
in terms of building supply chain capability and meeting
fulfillment expectations from customers.20 73% of small
and medium Australian businesses reported having to
change how they operate, rethink supply chains and
partner with local suppliers.21 To manage the e-commerce
boom amidst increasing global disruptions, businesses
need to prioritise investments in their supply chains,
focusing on their resilience and operational efficiencies.
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It is predicted that by 2025,
80% of B2B sales interactions
between suppliers and buyers
will occur in digital channels.
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BUILDING RESILIENCE
IN SUPPLY CHAINS
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Supply chain disruptions have been increasing in
frequency and magnitude, exposing the vulnerabilities
of global supply networks. Traditionally, supply chain
management focused on globalisation, low-cost supply
and minimal inventory.22 This has shifted drastically over
the past year – now, the focus is on building resilience.
Companies are reorganising their supply chains to
increase agility, visibility and sustainability.
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A recent study shows that 90% of companies are
making significant investments to improve their supply
chain resilience.23 In terms of flexibility, 90% of executives
are prioritising the capability of their supply chains to
react more quickly to consumer needs.24 Companies with
resilient and agile supply chains are able to prevent and
recover from disruptions more quickly. They have visibility
over their extended supply network and sub-tier suppliers.
In the event of disruptions, they would be able to fast-track
responses and create contingency plans. With more agility,
they are able to increase scalability and explore more
innovative approaches and business models. They will be
able to manufacture goods reliably, predict how much they
need and where, shift supply around to different locations
and channels, and respond quickly to ever-changing
consumer needs.
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BUYING AND
MANUFACTURING
LOCALLY
The pandemic has also revealed
the dangers of single-sourcing,
especially from overseas. To keep
themselves agile, businesses need
to diversify and have a network of
multiple sources, so that they can
quickly shift production among
suppliers, factories and countries
if required. Having a local supplier
network is essential if international
trade lines are disrupted.
Australians have turned to local
online retailers and manufacturers
for practical and social reasons
over the past year. More than 50%
of Australian shoppers now want to
buy locally sourced and produced
products.25 57% want to support
local businesses and 52% state that
delivery from overseas was taking
too long.26 This trend looks set to
continue, with 52% of consumers
who had shopped more with
domestic online retailers in 2020
saying they will continue to do so
this year.27

Supply chains are shortening or
repatriating, focusing on developing
domestic capabilities and local
partnerships. For instance, companies
have been manufacturing medical
supplies like face masks and vaccines
domestically and sourcing food from
local farmers and producers instead
of importing from overseas. More
manufacturers and retailers are also
keeping more inventory on hand to
avoid shortages, leading to more
demand for local warehouse space.

More than 50% of Australian
shoppers now want to buy locally
sourced and produced products.

GOODMAN 2022

RISING DEMAND FOR
INDUSTRIAL SPACE
The acceleration of e-commerce has made the
global industrial asset class increasingly sought after.
E-commerce is a space intensive activity – brick-and
mortar stores take up one unit of warehouse space,
while e-commerce takes up three units of space.28 This
is because shipping from Distribution Centre (DC) to
store involves bigger pallets in fewer quantities, whereas
shopping from DC to homes requires higher quantities
of individual parcels. In the first three months of 2021,
demand for industrial space or warehouses in Australia
was up 83% on the same period last year.29
Warehouses in demand are able to satisfy the conditions
of: location (for proximity to consumers), size (to meet
consumer needs for product variety) and technology
(to optimise operations).
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E-COMMERCE GROWTH
CONTINUES TO MAINTAIN
MOMENTUM
E-commerce continues to maintain momentum this
year and is anticipated to rise by 35.3% in 2021.30
Between 1 January and 30 April 2021, 7.4+ million
Australian households have shopped online, up
5.5% YOY.31
In 2020, 1.36 million new shoppers entered the market
and made an online purchase for the first time.32
This behaviour has become a habit – almost half have
continued to buy online on a frequent basis (in at least
three of the months that followed April).33 Meanwhile,
regular shoppers (those that shopped in both 2019
and 2020) are shopping more frequently and from
a wider cross-section of retailers.
This sustained participation in e-commerce shows that
Australian shoppers are becoming more comfortable
doing their day-to-day shopping online. This means that
businesses need to urgently ramp up their capabilities
and performance in this area to meet rapidly rising
consumer expectations.
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MEETING
CUSTOMER
EXPECTATIONS
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DELIVERIES AND
RETURNS

As of February 2021, 36% of global
consumers ordered same-day deliveries
within the last six months, up from 24% in
the six months before August 2020.
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FAST, FREE (OR LOW COST)
AND RELIABLE SHIPPING
Fast delivery is now the norm, with 75% of Australian
shoppers considering speed to be an important part
of the delivery experience.34 Fast is also getting faster
– consumers are increasingly expecting their deliveries
to arrive the next day, same day, or within a few hours.
As of February 2021, 36% of global consumers ordered
same-day deliveries within the last six months, up from
24% in the six months before August 2020.35
Expectations of free or low-cost shipping have also
increased. In fact, shipping fees are the main reason that
people abandon a shopping cart during checkout.36 In a
February 2021 survey, 89% of Australian shoppers said
that clear, upfront information about postage and
delivery charges are important to them.37
For 60% of Australian consumers, certainty is more
important than speed.38 To build customer confidence,
retailers need to set clear expectations around cost and
estimated time of arrival upfront. It is important to manage
delivery delays by providing a revised delivery timeframe
as soon as possible.
The fulfilment process doesn’t end when the product
is in the consumer’s hands – returns are a significant
but inevitable cost for e-commerce. Online retailers
experience a 25-30% return rate, compared to the
8-10% at brick-and-mortar stores.39 56% of online
shoppers reported the lack of free returns has prevented
them from making an online purchase.40 How retailers
handle increasing returns could be key to customer
retention, with 73% of online shoppers saying that the
returns experience affects their likelihood to buy from
a retailer again.41 Businesses need to have reliable
logistics processes in place to ensure the returned
items are received, replaced and refunded efficiently.
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TRACKING
Consumers now expect to know exactly where their
package is, at all times, from the moment of purchase to
the moment they receive it, especially for urgent and timesensitive deliveries. They are increasingly expecting more
flexible tracking options such as re-routing a
package mid-delivery.
To meet these rising demands, logistics costs as a
percentage of sales are steadily rising over time.42 IoT
is forecasted to open up a US$1.9 trillion opportunity in
logistics.43 This includes live location tracking using
GPS sensors in transport, inventory management and
measuring demand to respond faster to changing needs.
Emerging technologies will enable smart roads, hyperconnected facilities, and dynamic, flexible solutions at
peak times.44 Logistics providers will be able to improve
planning for cross-border deliveries and fulfilments from
distribution centre (DC) to store, store to home, or DC to
home. Prescriptive analytics and machine learning are
helping to face these challenges, optimising shipments
for delivery across all nodes.45
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SUSTAINABILITY

Latest global research shows
that 81% of consumers indicated
sustainability is important to them
and 57% are willing to change
their shopping habits to reduce
negative environmental impact.
46

Sustainability has become a key part of the consumer
decision-making process, making it a crucial aspect
of every business model and supply chain.
More businesses are striving towards the Australian
Packaging Covenant Organisation’s target of 100%
of Australian packaging to be recyclable, compostable
and reusable by 2025.47 Many are participating in the
new circular economy to reduce waste and develop
new products, using innovation to bring endless life to
products and services.48 More are also aligning with the
Paris Climate Agreement, aiming towards net zero carbon
emissions by 2050 or earlier. To have a true impact
on carbon emissions, a holistic approach is required –
sustainable practices need to be implemented
throughout the entire supply chain.49
To achieve their sustainability targets, organisations are
looking to their property managers for solutions. There is
a growing necessity for the industrial and logistics sector
to focus on green building design and supply chain
transparency and accountability.
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GREEN BUILDING
DESIGN

REDUCE CARBON EMISSIONS
The building and construction industry is responsible for
39% of global carbon emissions, with embodied carbon
contributing to 11% of total emissions.50 Developers can
significantly reduce upfront carbon emissions by choosing
locally-sourced lower carbon materials in the building and
construction process. Meanwhile, operational emissions
account for 28% of total global carbon emissions.51 To
reduce operational energy usage, organisations now
expect buildings to have LED lighting, rainwater harvesting,
rainwater reuse and 15% translucent roof sheeting as the
standard. Onsite renewable energy, primarily in the form of
solar PV52, is becoming a key factor for property managers
to secure long-term relationships with customers.
GREEN TRANSPORT
People are choosing greener modes of transport for their
daily travel. Organisations are also transitioning to hybrid
fleets with more electric vehicles to reduce emissions
associated with transporting goods and services. Modern
buildings therefore need to accommodate these emerging
trends by including amenities like priority car parking for
fuel-efficient vehicles, electric vehicle charging stations
and secure bike and e-scooter storage onsite.

EMPLOYEE WELLBEING AND RETENTION
With the recognition that warehouse staff are
essential workers, organisations are focusing on
engaging and retaining their employees. To gain a
competitive advantage, some property managers
are including climbing walls, fitness equipment and
landscaped outdoor space in their buildings to benefit
employee health, wellbeing and productivity.
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SUPPLY CHAIN
TRANSPARENCY AND
ACCOUNTABILITY
Customers are demanding more transparency from
businesses. A recent global survey revealed that 71% of
consumers claimed traceability is important to them and
that they would even be willing to pay a premium for brands
to provide it.54 They are making ethical product choices,
looking out for responsible sourcing certification, source
of origin and potential supply chain mistreatment.55

A recent global survey revealed that 71% of
consumers claimed traceability is important
to them and that they would even be willing
to pay a premium for brands to provide it.
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OMNICHANNEL
RETAIL
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FUSING ONLINE
AND OFFLINE RETAIL
EXPERIENCES
Consumers are spending more time on digital and
contactless channels, even when shopping in-store.
They are researching online and buying in-store and
vice-versa. The lines between physical and digital
are getting blurred.
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Omnichannel retail integrates the physical and digital,
providing consumers a unified experience across all
channels and touchpoints. This approach helps businesses
diversify and increase resilience by not relying solely on
one channel. In the rapidly evolving economic climate,
businesses that survive and thrive are those that remain
agile by innovating and experimenting to own
multi-channel customer experiences.
Omnichannel experiences include, but are not limited to,
click-and-collect or buy online, pickup in-store (BOPIS);
buy online, return in-store (BORIS); reserve online, pick up
in-store; curbside pickups; buy in-store, ship to home;
using online coupons in-store and vice-versa.
Consumers expect to have a consistent experience
between all their shopping platforms and devices.
Retailers therefore need to be able to provide shoppers
with a seamless experience across all touchpoints of their
purchasing journey. These touchpoints go beyond just
the physical store and website. Social media is also a key
point of purchase – the global social commerce market
amounted to US$474.8 billion in 2020 and is projected to
grow to US$585 billion in 2021.59 Other touchpoints include
online marketplaces, mobile apps, wearable technology,
podcasts, new spaces like smart homes and smart cars…
everywhere your customers spend their time.
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OWNING THE END-TO-END
CUSTOMER EXPERIENCE
The rise of omnichannel retail
means that businesses need to take
a customer focus rather than look
at specific channels when reviewing
performance measures.60 Retailers
are increasingly expected to be
omnipresent and be able to fulfil
orders anywhere, any way, anytime.61
To own the end-to-end customer
experience, businesses need to be

able to provide a more
personalised and seamless
experience across multiple channels,
meeting consumer expectations
of increased sustainability and
transparency, while providing quick
and reliable deliveries and returns.
To achieve this, they need to invest
in their supply chain capabilities
and streamline their logistics.
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STREAMLINING
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LOGISTICS
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MASTERING THE LAST
LEG OF DELIVERY

The last leg of delivery is one of the major constraints
of e-commerce and is now one of the most important
sectors in logistics.62 It is the most important part of the
supply chain as it creates a direct touchpoint with the
customer and is key to customer satisfaction. However,
for many businesses, it is the most inefficient part of
their supply chain.63
Last-mile delivery is the most expensive part of the
shipping process – accounting for 53% of total shipping
costs.64 It is also time-consuming as the final leg typically
involves multiple stops with low drop densities. It is subject
to various factors such as weather conditions, traffic and
government regulations. As it is the closest touch point
with customers, it needs to have maximum flexibility and
reactiveness, to respond to specific customer requests
or redelivery notices.
Optimising the last leg of delivery involves fast, cheap,
timed, flexible, sustainable delivery. This will involve
implementing new technologies and efficient rethinking
to improve processes, and most importantly, relocating
warehouses and distribution centres. Warehouse spaces
now almost act like shopping centres, where it is
necessary to consider their proximity to shoppers
with spending power.65
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WHERE ARE YOUR
E-COMMERCE CONSUMERS?
E-commerce is growing across both
metropolitan and regional areas in
Australia. In 2020, metropolitan areas
experienced 60% growth YOY and
regional areas grew 50.7% YOY.66 By
2050, more than two-thirds of the
world’s population will live in cities.67
As of 2021, around 70% of online

purchases are made in metropolitan
areas in Australia.68 Being able to serve
consumers in these large metropolitan
areas with same-day deliveries can
significantly increase revenue, improve
the customer experience and drive
brand differentiation.69

USING STORES AS
MICRO-FULFILMENT CENTRES
Some retailers are using their brickand-mortar stores as micro-fulfilment
centres due to their proximity
to customers’ homes. They are
expediting deliveries by delivering
orders to customers’ homes from
the store.70 Some have completely
transformed their physical stores into
fulfilment centres (i.e. dark stores),
while others are having their team do

double duty – serving customers and
fulfilling delivery orders. However, this
often has its limitations resulting in
increased inefficiencies and higher
fulfilment costs.71 The successful
implementation of this approach
requires a skilful balancing act of
leveraging access to store inventory
while managing in-store customer
experiences.

Being able to serve consumers
in these large metropolitan areas
with same-day deliveries can
significantly increase revenue.
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THE SHIFT TO URBAN
INFILL LOCATIONS

Traditionally, it was considered more
economical to concentrate inventory
in a central hub with spokes reaching
out. However, large fulfilment centres
located outside the city centre are
typically no longer viable if retailers
are to meet the evolving demands of
customers.72
Their distance from key markets
is disadvantageous to their final mile
delivery capacity. Now, the focus is
on providing customer value rather
than traditional inventory
warehousing needs.
Companies with warehouse spaces
close to, or within, major cities have
a competitive advantage. Those
in urban areas are able to move
merchandise closer to customers,
capitalising on population density.
By moving inventory closer to
residential areas, they are able to
deliver a large selection of products
quickly. Warehouse facilities close to
urban centres have quicker access
to key transport networks and
infrastructure such as ports, airports
and major motorways, meaning less
time is wasted in transit on congested
city fringes, enabling stock to move
faster. This will also benefit retailers
who need to quickly replenish store
inventory, improving the omnichannel
retail experience. Retailers will also
be able to expedite shipments by
crowdsourcing deliveries and using
final-mile contractors.73 Developing an
urban distribution centre, coupled with
local delivery vehicles, can lead to a
sustainable, profitable logistics
model for large urban areas.74
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Additionally, the closer you are
located to customers, the lower your
carbon emissions on last-mile delivery.
A recent study found that using
local micro-fulfilment centres to fulfill
e-commerce orders could significantly
reduce traffic volume and harmful
air emissions — last-mile supply
chains using micro-fulfilment centres
could lower delivery vehicle-related
emissions 16%-26% by 2025.75
There is high demand and low supply
for inner-city warehouse space. This is
driving the regeneration of brownfield
sites in cities, redefining real estate
value in these areas. Currently, there
are significant limitations in terms of
land, entitlement, economic factors
and increasing pressures on the value
generated by these spaces. Looking
to the future, unused locations in
metropolitan areas will increasingly
become part of the final mile. Urban
infill areas are rising in value and
significance due to their proximity to
consumers and potential to improve
the final leg of delivery. Brownfield
development will continue to intensify
land use in land scarce areas and
create more opportunities closer
to urban areas.

GOODMAN 2022

E-COMMERCE WHITEPAPER

24

GROWING WITH
GOODMAN
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Goodman continues to evolve
with the rapid acceleration of the
digital economy. Businesses are
wanting more automation, higher
speed to market, and greater
resilience in their supply chain.
Goodman continues to evolve with the rapid acceleration of the digital
economy. Businesses are wanting more automation, higher speed to market,
and greater resilience in their supply chain. Our high quality properties are in
gateway city locations to position you closer to your customers and improve
supply chain efficiency. Advances in technology, changes in consumer
behaviour, and the continued urbanisation of gateway cities is driving the
demand for well-located logistics space. We recognise that you need your
supply chain running at maximum efficiency to succeed in this changing world,
which often means having the latest technology and automation.
Goodman thinks big picture and long term.
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